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Welcome to Manila 
Several months ago the Philippines 
adopted what it called expeditious proce- 
dures for handling criminal cases involv- 
ing tourists. My US$700 camera disap- 
peared from safekeeping in my hotel 
within hours of my arrival in Manila; that 
was expeditious indeed. The police wound 
up their investigation in a couple of days 
and the hearing and trial took a couple 
more; also pretty expeditious. The suspect 
was found guilty, sentenced and ordered 
to restore the camera or the value thereof, 
or face an additional sentence. 

But there are some loose ends, There 
seems to be no known, not to mention 
statutory, time limit by which restitution 
must be made. Moreover, suspension of 
the penalty sentence upon appeal is al- 
most certain so there is no motivation that 
compels restitution, or even compliance 
with the law. 

Is there no remedy to be had, snivels the 
privileged tourist. Yes! The Ministry of 
Tourism has its own courts of inquiry. The 
day I entered those portals better I should 


The Tourism Ministry: better off in Peoria 





have dropped dead or been in Peoria, 
even. They eat tourists and their vacations 
alive in there. No, says the smiling head of 
the head of Tourist Services Division 
(Legal), you won't need a lawyer, my in- 
vestigators' job is to get at all the facts. 
And, yes, if the hotel is found to be at fault 
we can order them to reimburse the value 
of the loss. When do you want the hear- 
ing? Ah, sorry, not tomorrow. You see 
our procedure requires the hotel be given 
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three working days to reply to the sub- 
poena. Then of course, several more hear- 
ings, several more weeks . . . how about 
next week? 


for a lifetime. With your 
corporate emblem, an 
effective way to stimulate 
sales and recognize 
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employee achievement. 
Contact your local Cross 
distributor or write 
for our business 
gift catalog. 
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I came at the appointed time, my (un- 
photographed) vacation time and my 
money leaking away as through a sieve. 
"Where's your lawyer?" the investigating 
attorney asked me. *Of course you need 
one, how can I be impartial if Fm repre- 
senting your interests? But you'll have 
plenty of time to find one, the hearing's 
been cancelled." The hotel had not had its 
three days: it had taken the head five days 
to sign the subpoena. Although they knew 
where I was — 100 kms away — and that I 
would waste a day and more money com- 
ing in, no one informed me. The day was 





A. T. Cross Export Company 
Lincoln, Rhode Island 02865 U.S.A. 





Every quest will have a 
spectacular view of The River of Kings 
at the new Royal Orchid. 


It's the river that carried the Kings 
of Thailand in their golden barges to 
and from the old capital of Ayuthaya 
Nowadays streams of heavily laden 
rice barges ply down-river from the 
Central Provinces. Longtailed water 
buses scud past in showers of spray 
And in the evening it reflects one of 
the grandest sunsets in all of Asia 

And the room that overlooks this 
view will have every comfort and 
convenience a deluxe hotel can offer 
A marble bathroom. a plentifully 
stocked bar. a selection of in-house 


video movies and something unique 
to the Royal Orchid. a specially 
designed business area that gives you 
room to work as well as relax 

The Royal Orchid will have ten 
restaurants and bars, including river 
terrace dining, catering to every taste 
from traditional English roasts to 
speciality Japanese cuisine. Leisure 
time can be enjoyed by the pool, 
trimming down in the ultra-modern 
health club or souvenir hunting in 
The Royal Orchid's extensive shopping 
arcade 


The Royal Orchid 


A member of Mandarin International Hotels Limited 
The Royal Orchid will open in late 1982 





Pre-opening address: Thai Airways International Building, 485 Silom Road. Bangkok 5. Thailand 
Tel.: 2343100- 19. Telex. TH82359 THANTER 
For reservations at The Royal Orchid, Bangkok please call: the nearest office of HRI 


The Leading Hotels of the World. your travel agent, the hotel direct or any other 
Mandardin International hotel 





not uninstructive. I learned the ministry 
can indeed compel the hotel to pay: not 
reimbursement, however, and not to me 
— but a fine, to the ministry. 

"Let me get this straight, Jack. You're 
telling me that the ministry can compel the 
police and the courts to wrap up a tourist 
case in a matter of days but it can't even ar- 
range a hearing on its own turf in less than 
two weeks? And that's just the first in a 
series? And when this canonical proce- 
dure does get under way I'm supposed to 
hire a lawyer so the ministry can recover 
my damages for its own bank account?" 
His answer was negative in form, positive 
in substance. I understand and accept that 
countries want tourists because in the pro- 
cess of things the latter are separated from 
their money; if I could be more objective 
about the whole affair I suppose I would 
have to admire this unorthodox but in- 
genious method of effecting the transac- 
tion. 

Crudely selfish as I am, though, I sought 
redress via the media. A top feature writer 
of a leading Manila daily cackled as he 
took down the sorry facts, in anticipation 
of the exposure of incompetence and the 
vindication of justice. Nothing appeared. 
I called him. He told me he had decided to 
do some research and had learned that of 
some 30-odd cases brought to the ministry 
in four months since the new procedures 
were set up not one had been resolved; he 
had written an expanded piece; his editor 
had congratulated him on a fine job — and 
spiked it. 

Apparently in this particular free press 
one does not demonstrate that the (tour- 
ist) law is an ass. 

In sum: camera disappears from hotel 
custody; bellboy found guilty but under no 
effective constraint to reimburse; hotel 
cannot be touched except via ministry that 
will pocket tourist’s damages. Given this 
logic I suppose I should be thankful to 
walk the streets of Manila, still a free man. 
Manila ROBERT SCHWAB 


Netaji and the Nazis 


Your writer Murray Sayle [Lessons of 
Pearl Harbour, REVIEW, Sept. 3] says that 
Subhas Chandra Bose got the cold shoul- 
der from the Nazis when he visited Ger- 
many. 

However, Bose was allowed to recruit 
personnel from among Indian prisoners 
of war to form a unit of the German 
army to operate in Belgium and the 
Netherlands. The majority of Indians re- 
cruited in this way were Sikhs. 


Svdney, NSW R. ARENS 
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Spelling it out 

We are writing on behalf of the Honoura- 
ble Datuk Justice George Seah. In 
Requiem for a dream |Rrvirw, July 
16] his surname was wrongly spelt as 
“Seow.” 

REX BOOKSTORE 


Kuching, Sarawak 






Pseudonyms are accepted, but letters must 
bear the writer's signature and address. 
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FOCUS on China '82, appearing on the country’s 
National Day, emphasises that the communist 
rty's 12th congress gave the lie to what Pe- 
ng's old men had been saying for months: that 
they would serve as examples of the timely re- 


tirement prescribed for all other elderly c 


res. 


In fact, they changed their minds and stayed on. 
Old attitudes prevail, too — as foreigners are de- 
clared officially dangerous and to be avoided 
and defectors, illicit love affairs, the Vietnamese 
occupation of Cambodia and the dispute with 
the United States over Taiwan all occasion 
sharp responses. However, China is moving forward. Focus looks at 
its massive foreign-trade surplus, increased efficiency in agricul- 
ture, den fast growth in industry, the Special Economic 
soo 


Zones a 
Cover photo: Xinhua 


10-12 


Britain’s Prime 
Sy Minister Маг- 


a9 ret Thatcher 

e А соте апа 
Sd AN gone, full of 
‘confidentiality’ 


after her talks in Peking, but leav- 
ing not a lot of confidence behind 
in Hongkong. 


Pages 13-16 

Thailand does its best to per- 
suade Malaysia that it is doing its 
best against communist guerillas 
in the south, and the casualties 
seem to prove it. Meanwhile, Bur- 
mese communists make a deal 
with Thai guerillas after being 
turned down by other rebels in 
their own country. 


Regional Affairs 


Hongkong: Still on borrowed 

time 

Voters without a voice —___ 
Papua New Guinea: Rebels without a 

ТИЛЕ ы 1 таг ti a etai 
Insurgency: The borders of 

Suspicion 

Tread softly, soldier 

Few friends in the jungle 
Indonesia: Echoes of controversy — — 
Vietnam: Look back in acrimony 
Cambodia: On the long road 

home 

Thach dons a velvet glove 
Foreign relations: Smoothing the 

wrinkles 

Relaxation — but no thaw 

Indira on the high wire 
Thailand; Whispers in the wings 


n-to-be-started offshore oil rush. Pages 43-66. 


Page 18 

The ambassador affair casts a 
shadow over Indonesian Presi- 
dent Suharto’s forthcoming visit 
to the United States. 


Page 24 

A book by a Vietnamese general 
casts a new light on the Vietnam 
war — and its infighting. 


Page 30 

The new Soviet offer of friendship 
with China is unlikely to amount 
to much — but they may at least 
Start talking. 


Page 38 
Talk of a ‘quiet coup’ raises a row 
in Thailand. 


Business Affairs 


Banking: Operation under-cover 

in Singapore 

Now for a closer look 
Resources: Thailand's pockets of 

(esiste IL RM 
Commodities: Is there money still for 

Indian tea? 

Sri Lanka seeks a fair trade 

Serenade to a British cuppa _ 

Inroads for now by Bangladesh 

Plenty of it from Kenya 

China goes into the black 

Obvious Singaporean attractions, 

but... 

None for the Indonesian pot 
Stockmarkets: Taipei takes the plunge 
Companies: Home to hard times in 
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Pages 74-75 

A huge foreign-exchange trading 
loss by a Japanese bank branch 
in Singapore amazes the local 
banking community. 


Pages 78-86 
Reading the 
leaves seems to 
have done little 
for traditional 
tea producers in 
the — Subconti- 
nent as African 
C ned nations ml 
na stronger competition. 
New marketing patterns are being 
heb page as over-production 
ooms. 


Page 91 

Taiwan switches from a Japanese 

to a South Korean model in a 

move which will allow foreigners 

nm access to its stockmar- 
et. 


Page 92 

The last of Malaysia's big British 
estates groups to be localised 
faces tough trading conditions in 
its new form. 


Page 96 

The property market's decline 
closes the escape route chosen 
by Hongkong textile producers 
seeking from recession 
and protectionism. 





Industry: Hongkong left textile firms 
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| REGIONAL 
offer on 


A renewed public appeal for a 
limited international confer- 
~ Î ence on the Cambodian issue 
.' by Laos has been dismissed by 
Asean diplomats as a typical 
Vietnamese-inspired ploy to 
influence the voting on Cam- 
bodia’s seat at the current 
United Nations General As- 
sembly session. Lao Foreign 
Minister Phoune Sipraseuth 
called in a letter to his Asean 
counterparts for a 15-nation 
conference to discuss Cambo- 
dia, and also said that officials 
| of the Indochinese and Asean 
countries should meet during 
the UN session to talk about 
the issue. f 
The conference proposal, in- 
volving Asean, Indochina, the 
five permanent members of the 
UN Security Council, India 
and Burma, was first made at a 
meeting of Indochina’s foreign 
ministers in Ho Chi Minh City 
in July. It got a lukewarm re- 
sponse from Asean. 
— RODNEY TASKER 


y During a brief stop in 
— — Washington while on his way to 
. the United Nations General 
= Assembly in New York, Thai 
| ` Foreign Minister Siddhi Savet- 
. sila got a pledge of United 
< States support for Asean’s 
s ition on the Cambodian 
— “issue, Siddhi met Vice-Presi- 
dent George Bush, Secretary of 
— State George Shultz, Defence 
. Department officials and con- 
|. gressmen. Shultz reiterated the 
` Call for a complete withdrawal 
= of Vietnamese forces from 
—— Cambodia and confirmed US 
commitment to Thailand's sec- 





urity. 

Siddhi also concluded an 
: agreement for an additional 
" USS9.9 million in US foreign 
military sales guarantees for 
modernising Thailand's armed 
Lr forces, bringing the total for 
М | this year to US$75 million. 
8 —TON LONG 


About 1,000 people represent- 
ing more than 20 voluntary or- 
ganisations rallied in Petaling 
Jaya near Kuala Lumpur on 
September 26, calling for a na- 
tional boycott of American 





goods. The protest was aimed | 


at the US Government, which 
the rally held partly responsi- 
ble for the massacre of civilians 
in Beirut because of close Is- 
raeli ties with the US. 

The rally was attended by 
Ahmad al-Farrar, the Palestine 
Liberation Organisation am- 
bassador to Malaysia; Siddiq 
Fadil, the EEFE A ndm of 
the Malaysian Muslim youth 
movement Abim, and Ng 
Fook Heng, the chairman of 
the Selangor Chinese Traders 
Association. Goods to be 
boycotted include — petrol, 
cigarettes, soft drinks and fast 
foods. The protestors also cal- 
led for the boycott of American 
banks and popular American 


TV programmes. — K. DAS 
Three Maneka Gandhi 
aides arrested 


Three political aides of Man- 
eka Gandhi, widow of Indian 
Prime Minister Indira Gan- 
dhi's son Sanjay, were arrest- 
ed in connection with the 
death of a political worker. 
Among them were Kalpanath 
Sonkar, an MP who had 
switched allegiance from the 
ruling Congress party to Man- 
eka’s group, and Akbar 
Ahmed, a member of the Uttar 
Pradesh state legislature who 
has been suspended from the 
Congress party. 

Maneka, who wants to form 
a new party to keep Sanjay's 
ideals alive, has alleged that a 
political vendetta lay behind 
the arrests. Several opposition 
parties have condemned the ar- 
rests, which took place while 
Mrs Gandhi and her elder son 
Rajiv were visiting the Soviet 
Union. — MOHAN RAM 


Philippine communist 
leader shot dead 
Philippine armed forces chief 
of staff, Gen. Fabian Ver, has 
predicted a power struggle 
among communist leaders in 
Mindanao after Edgar Jopson, 
35 — a former student activist 
who joined the outlawed Com- 
munist Party of the Philippines 
(CPP) — was shot dead by gov- 
ernment troops on Séptember 
20 in Davao City. Ver said the 
two contenders for CPP leader- 
ship in the south are the party 
No. 2, Rolly Kintanar, and 
Benjamin de Vera, a former 
CPP head who was arrested, 
but escaped from a military 
camp in Davao. 

3 —SHEILAH OCAMPO 


Chinese 


BUSINESS 
More MAS responsibilities 
for Yong Pung How 
Government of Singapore In- 
vestment Corp. (GSIC) man- 
aging director Yong Pung 
How, who was recently also ap- 
pointed managing director of 
the Monetary Authority of Sin- 
gapore (MAS), has taken on 
two additional posts оп 
the government's monetary 
bodies. From October 1, Yong 
is the deputy chairman of the 
Board of Commissioners of 
Currency, replacing Lim Kim 
San, a former environment 
minister. Yong has also been 
appointed a director of the 
MAS for three years from Sep- 
tember 20, it was announced. 
This raised speculation that he 
might not return next year, as 
expected, to his post as vice- 
chairman of the Oversea- 
Banking Corp. 
(OCBC) which has. granted 
him leave without pay since his 
secondment to the GSIC, the 
investment arm of the MAS. 
Yong also recently resigned as 
a director of OCBC. 

Yong's directorship on the 
MAS prevents him from being 
a salaried official of any bank; 
some feel he may resign his 
MAS directorship and return 
to OCBC next year after his 
terms as managing director of 
the MAS and GSIC. He has 
been expected to succeed Tan 
Chin Tuam, 75, as chairman of 


OCBC. — FRIEDA KOH 
Taiwan again cuts 
interest rates 


Taiwan's bank deposit and 
lending rates have been low- 
ered by 0.75-1 percentage 
points, marking the seventh 
consecutive. reduction in in- 
terest rates'since August 1981. 
The new ceiling for term loans 
is 12.25% and the floor 
10.25%. The top rate for short- 
term loans is 11.5% and the 
bottom 9.75% while the new 
deposit rates are 10.25% for 
three years, 10% for two, 
9.7596 for one and 6% for de- 
mand accounts. 

— ANDREW TANZER 


South Korean firms 
tap US funds 

With their sights set on 
broadening their international 
borrowing base, two of South 
Korea's leading companies 
have turned to the American 
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paper market. 
Samsung led the way earlier 
this year with an issue of US$25 
million and Daewoo recently 
finalised a deal to issue com- 
mercial paper worth USS50 
million. New York's Chemical 
Bank will act as guarantor for 
both deals. While the offerings 
will allow the companies to at- 
tract foreign funds at rates as 
good as and in some instances 
better than the London inter- 4 
bank offered rate, analysts say * 
savings have become secon- 
dary to the companies’ desire 
to earn broader recognition. 

— THOMAS CHESSER 


Singapore rules on 
Pertamina scandal 


Singapore's High Court has 
ruled that Indonesian Presi-' 
dent Suharto and other senior 
government officials — includ- 
ing those of Pertamina, the 
state oil company — cannot be 
implicated in the corruption 
scandal involving the multi- 
million dollar estate of a Per- 
tamina ‘official, - Achmad 
Thahir, who died in 1976. The 
judge also ruled that three rival 
claims for money still frozen in 
Deutschemarks in Sumitomo 
Bank's Singapore branch 


should be settled in open court. 
The claims are brought by Per- 





tamina and the executive’s 

widow, Kartika, and his two 

sons by a previous marriage. 
Pertamina has maintained 







party to the corruption. Th 
wife has denied these charg 
and in an opposing petition im 
plicated Suharto, his wife and 
number of other officials. 

— PATRICK SMI 
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heir first joint air-de 


exercises, The move is seen as. 


€ with Asean, which: 
ped up in the wake 0 


-andi increasing access to bade? 
facilities in Indochina for Soviet air 
and naval forces, Defence Minister ~ 


Ian Sinclair said the first stage will 
involve only the visit of Australian’ 
aircraft, possibly Mirage jet 


a | fighters or РЗС Orion long-range. 


in again, but was persuaded to 
switch its vote by West German 
Minister Hans-Dietrich 
г, a champion of Asean, 

hich acks the coalition. Genscher 


en. Abdul. Cader was appointed defence 
inist cabinet reshuffle (Sept..23). The. 
es atthe Afghan Embassy in 

alek r Poa political 


maritime reconnaissance aircraft. 


SHOWING THEIR TEETH 


An attack on a Vietnamese. outpost 
in western Cambodia by Khmer - 


| People's National Liberation Front - 
| (KPNLE) 


uerillas on September 20 
is seen as the first indication of a 


INDIA - 


Three leadi ng members of the new ‘political : 


grouping set up by Sanjay Gandhi's widow, 
Maneka, were arrested in.connection with the 
alleged murder of а political: worker. (Sept. 


25): The Congress party's candidate was de- 


teated in а by-election in Tamil Nadu (Sept. 


2 3 


INDONESIA : T 
The government invited several foreign 


| diplomats to visit East Timor (Sept. 26). 


Prime, ; Minister - Kaysone BR 


East Germany (Sept. e 


Ле shift in йек group's tacti 


Until now, the KPNLE's 


000 troops have generally be 
the defensive, but the recent... 
skirmish was a full-scale attack 
Vietnamese forces. The KPNLF 

laims to have killed.30 Vietna 
roops at the outpost, n 
sing oner man killed and 
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- Britain and China will talk — but a wide gap remains 







Palm-reading and 
A such similar pun- 
ditry flourish on 
Кой lack of facts, so 
ey Hongkong's sooth- 
e. ча sayers had a field 
5 AN day following the 
visit to Peking of 
T. (B itish Prime Minister Margaret Thatcher 
for talks on the future of the territory. 
Giving little away at press conferences in 
Peking and Hongkong, Thatcher insisted 
that “to maintain confidence you must 
also maintain confidentiality.” But confi- 
dence was sapped by fears that this confi- 
- dentiality served to mask problems rather 
_ than progress. 

A modicum of progress was achieved in 
the talks, which involved both China's 
elder statesman Deng Xiaoping and Pre- 
| mier Zhao Ziyang. But statements made 
Ьу both sides suggested that the initial gap 
Ev them was rather larger than 

many had supposed. As a result the first 
ion in Hongkong was generally nega- 

P ibn comment was lukewarm and 

both the stockmarket and the Hongkong 
i - dollar came under heavy selling pressure. 
| — The most specific step forward was that 
hà both sides agreed to “enter into talks 
3 through diplomatic channels with the 

common aim of maintaining the stability 
: and prosperity of Hongkong.” This is a 


E EE A al 


bigger step than it sounds: it was the first 
time that China had publicly agreed to 
enter a formal dialogue on the Hongkong 
. question. Details of the mechanism for the 
talks have yet to be worked out. 
— "We will proceed as fast as the situation 
p It will take time. I hope not too 
," said Thatcher, who also mentioned 
reaching an agreement in months rather 
- than years. Further, Chinese officials have 
_ privately confirmed that Peking would 
- prefer to do a deal with a Thatcher govern- 
ment in preference to any other which 
‘could come to office in Britain, where an 
election is due by April 1984. So the talks 
have been a plus. 
Nevertheless the common ground was 
reached after a meeting which one British 
` adviser described asa cliff-hanger, and the 
. resulting negotiations are not going to be 
easy. Diplomatic processes are seldom 
speedy and the Chinese have given no in- 
dication that they are in a hurry — or are 
likely to be hurried by the volatile reaction 
of the Hongkong market-place. So, às- 
suming that there will be a successful out- 
come, Hongkong's nerves are still going: to 
be sorely tried. 
The negotiating ice has, however, bcen 
successfully broken and Thatcher was at 


2100 


а Nm 


pains to emphasise the common goals of 
both sides — stability and prosperity. But 
there was also disappointment in Hong- 
kong that no common ground has yet been 


established аз to how those goals can or, 


should be achieved. The common reaction 
was that it amounted to little more than a 
version. of Deng's “put your .hearts at 
ease” advice to Hongkong investors three 
years ago — this time sung as a duet, 
Lack of substantive discussion of such 
specifics was not so much a result of dis- 
agreement on them as that the Thatcher- 
Deng encounter progressed no further 
than both sides laying down their formal, 
fundamental theoretical positions. Al- 
though details of the talks were not given, 
the Chinese side emphasised Peking's 
commitment to recovery of sovereignty. 


hao spoke of it to reporters before the 

talks began. And China's Xinhua news- 
agency deliberately added to its report of 
the final communique: "The Chinese 
Governmenc's position on the recovery of 
the whole region of Hongkong is un- 
equivocal and known to all." The juxta- 
position indicates that China had pressed 
for inclusion of a reference to sovereignty 
but that Thatcher had resisted. 

Thatcher on her part was adamant that 
the three treaties establishing British pre- 
sence in Hongkong were valid in interna- 
tional law. Britain stood by them and ex- 
pected China to do the same. “Those who 
do not honour one treaty will not honour 
another," she said. The treaties could be 


changed, but only by mutual consent. The 
three are the Treaty of Nanking, 1842, 
ceding Hongkong Island in perpetuity, the 





Still on borrowed time 


By Philip Bowring, Mary Lee and David Bonavia 


Treaty of Tianjin, 1860, likewise ceding 
the Kowloon peninsula, and the 1898 
Convention of Peking giving Britain à 99- 
year lease on the New Territories. 

The vehemence of Thatther’s stand on 
the treaties surprised’ many observers, 
even those who expected a firm line from 
the Iron Lady. Although the treaties have 
always been the basis, both in interna- 
tional law and Britain's own constitutional 
arrangements, for its presence in Hong- 
kong, it is equally well Known that China 
regards the treaties as unequal and main- 
tains that all the component parts of 
Hongkong are Chinese sovereign terri- 
tory. Such bald statements tended to give 
an impression of greater differences than 
perhaps really exist. An eventual accom- 
modation will inevitably involve British 
acceptance of China's sovereignty. Essen- 
tially Hongkong is a special and peculiar 
place whose future involves cobbling to- 
gether a pragmatic compromise. 

Some took the viéw that a tough initial 
stance by Thatcher in defence of the status 


` quo would be helpful in securing a success- 


ful outcome. China would expect a tough 
opening gambit. It showed Hongkong that 
Britain stood by what Thatcher called its 
moral obligation to the people to try to 
preserve what they essentially want — the 
status quo. Thatcher, according to’ this 
view, was being tough but pragmatic: 

However, there was, also unease that 
too forceful a statement of principles by 
Thatcher would arouse ‘Chinese 
nationalist sensibilities, awakening 
memories of imperialist humiliation of 
China. History can be a powerful force in 
China, as Japan recently discovered over 
the textbook issue. Others thought it inap- 
propriate to place too much emphasis on 
treaties when it is the 1898 one which is 
creating all the problems. 

Overall, there can be no doubt that 
whatever the reality of the Peking talks, 
Hongkong was disappointed at the appa- 
rent outcome. No doubt there was insuffi- 
cient diplomatic preparation for the visit 
— because of the Falklands crisis — and 
insufficient time to make any substantive 
progress at the talks themselves. Public 
expectation was in any case always un- 
reasonably high. But greater confidence 
that the issues can be resolved would have 
been created if modest shifts towards the 
opposing positions had been made in Pe- 
king. It should not have been impossible, 
for example, for Thatcher to have 
acknowledged in the communique that 
the treaties were concluded in a different 
historical era and might not be appro- 
priate today — and for Peking to have 
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publicly recognised that, though the 
treaties were unequal, they were the de 
facto basis for Hongkong and a starting 
point in negotiations. 

Thatcher spoke of what she called dif- 
ferences with China over Hongkong. 
Perhaps the most fundamental one is not 
over the treaties themselves, but 
Thatcher's desire to get a cut-and-dried 
future for Hongkong, and China’s prefer- 
_ ence for allowing the situation to evolve. 

In one sense the Chinese position itself 
seems to have hardened: in the past it has 
maintained that Hongkong was part of 
China, and that its current administration 
was an internal matter which did not con- 
cern outsiders such as the United Nations 
committee dealing with decolonisation. 
Now, however, itis talking about recover- 
ing sovereignty. It is not entirely clear 
whether this simply means getting the 
British to accept that Hongkong is 
Chinese territory or if it implies the resto- 
ration of direct Chinese administration, 
albeit of a special capitalist variety. 

The fact that the communique spoke of 
the mutual aim of maintaining stability as 
well as prosperity seemed to indicate that 
China was willing to see a continuing 
British administrative role, as well as leav- 
ing the social and legal structure largely 
unaltered. However, China's own posi- 
tion is still fluid and is unlikely to crystal- 

' lise until the diplomatic talks begin. 


Д' оеп there is little questioning now 
of Hongkong's importance as a source 
of foreign exchange for China and its role 
“as a conduit for capital and technology, 
there is no clear view on how much, if any, 
British presence is acceptable or needed, 
and how much social as well as economic 
freedom would be allowed. There is a 
view in Peking that China should take 
over Hongkong and run it as a free port, 
though this seems a minority opinion. 

The majority view seems to be that 
post-1997 Hongkong should evolve into a 
special administrative region with a wide 
degree of autonomy. Meanwhile, if the 
present set of policies in Peking is con- 
tinued and developed, the social and 
economic gap between Hongkong and the 
rest of the country would be narrowed. 
But what bearing all this would have on 
the specifics of the future administration 
of Hongkong remains uncertain. 

‘How much say the Hongkong people 
will have in their own future is also uncer- 
tain, They will not be directly represented 
at the talks. Some urge that they speak out 
louder in defence of the status quo; others 
think that their voices will not be heard 
anyway and that it is best to aim to accom- 
modate Peking's wishes. Thatcher's ex- 
pressions of commitment, responsibility 
and moral obligation were mostly well re- 
ceived.. But there was no indication that 
Britain would seek to hold a referendum 
as M means of pressuring Peking. 

was also considerable scepticism 
over ds nature pe Britain’ s commitment. 








Although vigorous on the treaties ques- 
tion, Thatcher failed to give Hongkong 
any comfort on three issues of concern 
which she personally could do something 
about: the Nationality Act and the low 
status of Hongkong British passports, 
though she promised to look into this; 
British university fees which treat Hong- 
kong students as foreigners, and, most im- 
portant for prosperity, restrictions on tex- 
tile exports. 

On the day Thatcher was lecturing on 
the inviolability of treaties, the European 
Economic Community was threatening to 
tear up the Multi-Fibre Arrangement un- 
less Hongkong and others agreed to sur- 
render the rights that this international 
agreement confers on them. In a speech to 
local businessmen Thatcher said she was 
committed to the general principle of an 
open international trading system, but in- 
sisted textiles was a special case. 

Overall, Thatcher's visit to Hongkong 
was low key. Her only public encounter 
with local concerns was at a short and 
tightly run press conference at which there 
was no time to deal with the textile and 
fees issues. The only interview she gave 
during the visit was to the BBC. Local 
media were not only ignored but sub- 
jected to a display of colonial arrogance by 
her press secretary, Bernard Ingham. 

All told, the visit to Hongkong was not a 
very successful sequel to her Peking talks. 
She impressed many with her personality 
and intelligence. But, whatever the suc- 
cess of the talks in China she did not fully 
convince the Hongkong public of it. Nor 
did she convince them that Britain was 
concerned with Hongkong other than as 
an outlet for British goods. For all the 
tough treaty talk, and her Falklands aura, 
she gave the impression of being a Little 
Englander at heart. 

However, on the truly vital matter of 
the territory's future there were grounds 
for cautious optimism. Now that China is 
entering formal talks, it has its own obliga- 


tions to the people of Hongkong, and to 
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the international cm h 
helped make Hongkong a financial and 
commercial centre of world importance. _ 

Meanwhile, though the stock and pro e. 
erty markets may continue to suffer 
losses, pen eq s prosperity will be sup 
ported by the people's determination. 
make the best of whatever the econoi 
and political environment offers. 


» Hikaru Kerns writes from ТОК 
Thatcher's visit to Japan prior to he 
king talks demonstrated the solidari 
tween the two countries despite trade fi 
tion and British disappointment o ‹ 
Japan's tepid support in the Falkla 
crisis. There were discussions b 
Thatcher and Japanese Prime Mi 
Zenko Suzuki on the signing of a co 
tive agreement covering industrial d 
lopment and technology, as well as cre; 
ing a framework for frequent political co 
sultations on international issues. * 

Thatcher also u hdd cien Japan to make . 
greater efforts to ce its trade surplus чш 
with Britain, running at US$2.6 billion —— 


this year. She said Japanese trade policies | 
were bound to be ju d by results and 
inted out that British firms which have _ 


дд proc " ater overseas markets, — 
or example in the aerospace and car-parts _ 
industries, have made little headway in - 
Japan. nia 
In closed talks with Nissan Motors . 
chairman Katsuji Kawamata,- Thatcher _ 
made an appeal for Nissan to reco » 
its plans — recently shelved — to build a 2 zs 
car-assembly plant in Britain. 
During her two-hour discussion with. T 
Suzuki. on September 20, + Thatcher — — 
pointed out that Japan had only .24 invest- 
ments in Britain creating only several - 
thousand jobs, while there were 1.000 in- 
vestments from the United States and 180 
from West Germany. Thatcher offered an _ 
industrial cooperation agreement in a — | 
meeting with the Minister of International 
Trade and Industry, Shintaro Abe, but 
this was not accepted. , — a 
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The newly elected district boards in Hongkong are _ 


unlikely to have a say in the territory's future я 


Hongkong engaged 
in its largest exer- 
cise in democratic 
expression the day 
British Prime Minis- 
ter Margaret That- 
cher held her first 
discussions about 
the territory's future with Chinese Pre- 
mier Zhao Ziyang when voters elected re- 
presentatives to city district boards, de- 
scribed officially as a “forum for the gov- 





— ernment to gather views on proposed new 
- measures and pol 
-— was no link between the talks in Peking 
“апа the elections. The talks took place 


icies." However, there 


= With minimum input from the people of 
— Hongkong, while the voting reflected а 


р — Significant lack of interest among the elec- 


torate. 
Despite the unprecedented level of gov- 


» x _ ernment propaganda exhorting the 2 mil- 
- lion people eligible to vote in the local 


elections to exercise their franchise and 
show their concern for issues which affect 


| — their daily lives, only 12% bothered to do 





so. Indeed, only 706,000 of the 2 million 


registered themselves as voters. None of 
the 229 candidates in the urban elections 
on September 23, nor the 174 who stood in 


the New Territories elections in April dis- 


cussed the future of Hongkong in their 
campaigns. 

Pressing the government for a voice in 
the negotiations over the status of Hong- 
kong after 1997 would seem to have been 
an obvious issue, if not for the indepen- 
dent candidates then at least for the 50 put 
up by the Reform Club and Civic Associa- 
tion — the only local equivalents of politi- 
cal parties. The Reform Club had commis- 
sioned a public opinion survey of attitudes 
on the 1997 issue in June, which it fol- 
lowed with a proposal that Hongkong be 
declared a United Nations trust territory 
under British administration. 


B: the issues to be tackled by the dis- 
trict boards have nothing to do with 
1997. They are to handle mundane issues 
like why pot-holes in the roads take so 
long to be repaired or why bus stops have 
no shelter and are so inconveniently lo- 
cated. So candidates were content with 
discussing transport and other problems 
and making vague declarations of concern 
for the people's welfare. 

Nevertheless, the fact that 403 people 
bothered to stand for elections — many 
would have been appointed to the boards 
had the government not introduced this 
electoral element into its district adminis- 





trict boards could be used for airing views 


about post-1997 administration. That pos- 
sibility, however, hinges on the inclination 
of elected representatives to organise such 
forums outside the district board struc- 
ture. So far, no such inclination is evident. 
The 1997 issue, while not being outside 
the purview of the boards, is unlikely to be 
included on any agenda before them be- 
cause government officials who chair 
these advisory bodies will not put such a 
sensitive topic up for discussion. 

Under these circumstances the de- 
mands by some academics and intellectu- 
als that Britain and China should consult 
the people of Hongkong on the future of 
the territory are essentially unrealistic. 
The British Government has committed 
itself only to take the local views into ac- 
count, while Chinese leaders had said ear- 
lier that local businessmen would be con- 
sulted about the territory's economic sta- 
bility. 

A number of opinion polls have indi- 
cated that the majority of people would 
prefer the status quo to continue beyond 
1997. But, apparently the people of Hong- 
kong are unwilling to tell Peking that 
while they unquestionably look ‘upon 
China as the mother country they would 
not want to come under Peking's rule. 
Such views could be articulated їп the 
new-found forums like the district boards. 
But the board members, like the people 
they represent, will be reticent to voice 
their sentiments. — MÁRY LEE 
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_ Rebels without a home 


West Africa could be the final destination for an Irian Jaya 
| rebel though Indonesia could seek his extradition 


By Rowan Callick 

_ Port Moresby: Irian Jaya guerilla leader 
- ` Seth Rumkorem, 47, who fled from his 
CU battlefield in a motorised canoe, 


1 fugee convention but said his people did 
not like to see other Melanesians living 
. His government therefore would 





s been acquitted, with nine of his men, 


of entering Papua New Guinea illegally. 


` The men were on their way to Vanuatu 





when they were detained in Rabaul, New 


. Britain. They said they had not intended 
` to land; a customs officer claimed they 


were forced in by lack of fuel. 
Now, after 10 days in custody, they have 


. been freed — though the government is 


expected to lodge an appeal. The men 
could continue their journey, but the Van- 
uatu Government — which has offered 
verbal support for the Irian Jaya rebels in 
the past — has said it will not allow them 
to stay; Irian Jayans, Papua New Gui- 
neans and ni-Vanuatu are all Melane- 
sians. : 

Vanuatu Prime Minister Walter Lini, 


an Anglican priest, who was in Papua New 


Guinea on a private visit for a church 
conference, said that his country was 
not a signatory of the United Nations re- 


landless 
have sought a third country to send the re- 
bels to, had they succeeded in reaching 
Vanuatu. 

Two years ago, Vanuatu granted politi- 
cal asylum to Rex Rumakiek, an Irian 
Jayan refugee who had been told to leave 
Papua New Guinea after living in the 
country for more than 10 years; he is a fol- 
lower of Rumkorem. 

It has been known for some time that 
Rumkorem, tired, sick and disillusioned 
— and the father of five — has been want- 
ing to get out. He has held talks with the 
Papua New Guinea authorities under safe 
conduct guarantees and has moved his 
base constantly, but always staying close 
to the Papua New Guinea border. 

There is no extradition treaty between 
Papua New Guinea and Indonesia, so 
though Indonesia would like Rumkorem 
back, it is thought Papua New Guinea will 
try to find a third country for Rumkorem 





and his followers through the office of the 


UN High Commissioner for Refugees 
(UNHCR). It is likely, though, to be a 
lengthy process. The UNHCR is soon to 
base an official in Port Moresby, but until 
then negotiations are likely to be con- 
ducted with Geneva through the UN’s 
general office in Papua New Guinea. 

The rebels’ first choice could be Senegal 
in West Africa — after Holland, the 
largest centre for exiled Irian Jayans; most 
of those in Senegal are supporters of Rum- 
korem. A 


г 
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INSURGENCY 


The borders of suspicion 


Thailand claims successes against insurgents operating in the 
south but Malaysia remains sceptical about military operations 


By Rodney Tasker 

Haadyai: On the face of it, relations be- 
tween Thailand and Malaysia had reached 
a new low. Malaysian Deputy Prime 
Minister Datuk Musa Hitam, represent- 
ing the new, no-nonsense administration 
of Prime Minister Datuk Seri Mahathir 
Mohamad, had chastised the Thais for 
handling guerillas of the outlawed Com- 
munist Party of Malaya (CPM) with kid 
gloves. And Thai military leaders had re- 
sponded by saying that not only were Thai 
troops doing their best to flush out the 
CPM from its sanctuaries in southern 
Thailand, but they in turn suspected 
Malaysians were giving support to Muslim 
separatists in the same area. 

In many ways it was an old story: Malay- 
sian suspicion of what Kuala Lumpur sees 
as a live-and-let-live attitude by the Thai 
authorities towards the CPM, substantial 
units of which use jungle sanctuaries in 
southern Thailand for their campaign 
against the Malaysian Government; and 
Thai indignation that Muslim separatists 
carrying out a violent campaign in south- 
ern Thailand, purportedly with a view to 
gaining independence from Bangkok for a 
large swathe of predominantly Muslim- 
inhabited territory, are — receiving 
sanctuary and supplies from Malaysia's 
border states. 

However, the Thais were not prepared 
for Musa's comparatively forthright at- 
titude at the 27th Thai-Malaysian general 
border committee meeting in Kuala Lum- 
pur in late August, at which he headed the 
Malaysian delegation in his capacity as 
home affairs minister; Musa not only be- 
wailed the fact that the CPM presence 
in southern Thailand had increased over 
the past 25 years, but pointed to in- 
creased Thai membership of the party and 
even warned that it could become ase- 
curity threat. to Thailand as well as 
Malaysia. 

While Musa admitted that the total 
strength of the CPM had been reduced by 
400 since 1975 to the current 1,843, he 
pointed to the fact that in 1953-60 only 
about 600 guerillas had used southern 
Thailand as a sanctuary. “Under the cir- 
cumstances it is my view that the general 
border committee should take serious 
cognizance of this and make an approp- 
riate assessment as to whether it has truly 
been successful or otherwise," he said. In 
another remark which the Thai army took 
as a slur on its capability, Musa said: “We 
have known all along the CPM in southern 
Thailand has been able to operate with 
some, measure of ease because of the lack 
of consistently strong military pressure on 
them." 

Although the Thai delegation at the 
committee meeting, headed by Interior 
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Minister Sitthi Chirarote, restricted com- 
ment at the time to polite remarks about 
Thai-Malaysian cooperation on the bor- 
der, Lieut-Gen. Harn Linanond, com- 
mander of Thailand's southern-based 4th 
Army Region, was not concerned with 
such. diplomatic niceties. Soon after the 
meeting, he exploded: “I don't know how 
others feel but I am personally upset with 
the outcome of the border conference." 
As quoted by the Bangkok press, he 
added: "Where was the appreciation for 
our effort to crush the communist move- 
ment? This is what Malaysia is like. We 
have been trying to save their [Malaysia's] 
face in all the past meetings. But we will 
do it no more." 

These were strong words, and observers 
in Bangkok noted that Prime Minister 
Prem Tinsulanond, who is thought to re- 
spect Harn as one of his best combat and 





administrative commanders, did not move 
in to smooth things over. In fact Sitthi 
himself, together with Thai supreme com- 
mander Gen. Saiyud Kerdphol, who had 
accompanied him to the Kuala Lumpur 
talks, followed up with their own public 
remarks expressing dissatisfaction at the 
outcome of the committee meeting. 


i: fact, the problem between the two 
neighbouring Asean countries is not as 
alarming as it may appear. Despite their 
proximity and mutual security interests, 
there is something of а communication 
gap between Bangkok and Kuala Lumpur 
— a gap which appears to have wide- 
ned since the Mahathir-Musa administra- 
tion came to power last year. Thai officials 
have been used to dealing with the less 
outspoken former prime minister, Tun 


Hussein Onn, and his home affairs minis- 
ter, Tan Sri Ghazali Shafie, who had a 
firm grasp on security matters and could 
talk turkey to his Thai counterparts. 
(Ghazali is foreign minister in the new ad- 
ministration. ) 

The Thais have not yet had time to 
adapt to the new, forthright style of the 
Mahathir administration; Malaysian offi- 
cials in Kuala Lumpur explain that Musa, 
in his remarks to the border committee 
meeting, was chivvying both the Thai and 
Malaysian military authorities to hound 
the already ailing CPM. 

However, deep-seated mutual suspi- 
cions between the two countries over their 
handling of border insurgency problems 
remain, In his border committee state- 
ments, Musa picked out a remark by a 
Thai military spokesman in Bangkok that 
CPM guerillas in the Betong Salient — ап 
insurgency-racked piece of Thai territory 
jutting into Malaysia — were able to col- 
lect an estimated Baht 10 million 
(US$434,782) a year from residents in 
protection money. "Perhaps it is because 
of such affluence as this that the terrorists 
have been able to expand their influence 
and establish all those enemy camps," he 
commented. The deputy prime minister 
also pointedly referred only to Thai press 
reports and official Bangkok releases 
when mentioning re- 
cent operations. by 
5,000. Thai troops 
against the CPM, 
which are reported to 
have resulted in 16 
gucrillas killed, 15 ar- 
rested and 63 surren- 
dered, 

Other statistics is- 
sued by the Thai mili- 
tary in the south claim 
that in 100 operations 
between October 24 
last year and Sep- 
tember 25 this year 
they captured 21 
Communist Party of 
Thailand (CPT) 
camps, 40 CPM and 
40 Muslim separatist 
camps; the total of all 
insurgents killed was 
71. There were 55 
CPT defectors, 45 from the CPM and 76 
Muslim separatists. Losses were 19 police 
injured, one killed; 68 soldiers injured, 
five killed; 30 volunteers injured, two kill- 
ed; two civilians injured and one killed. 

Elements of the estimated more than 
1,000 CPM guerillas based in southern 
Thailand do indeed levy taxes on the local 
people. This is particularly so in the Be- 
tong Salient, where the CPM’s main unit, 
the 12th Regiment, is able to extract cash 
from inhabitants with apparent impunity 
— particularly from the mainly Chinese 
urban dwellers, many of whom are quite 
willing to pay for what they see as protec- 
tion against Muslim separatists. The 


.CPM's 10th Regiment, estimated by Thai 


military intelligence to comprise 80% 
Malay and Thai Muslims, also enjoys a 
substantial cash-flow from the people in 
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its base area of Narathiwat and Pattani 
provinces. — Я 
` But here the money comes mainly from 
CPM collusion with local timber dealers in 
the smuggling of logs and wood across the 
border into Malaysia. This factor was 
highlighted by Maj.-Gen. Panya Sin- 
ghasakda, commander of the 4th Army's 
5th Division, at a press conference at his 
Yala headquarters attended by this cor- 
respondent. Describing Thailand's south- 
ern provinces as being in a war situation, 
Panya said the CPM's 10th Regiment had 
become rich because of its log-smuggling 
operations. He intended to crack down on 
Thai timber merchants collaborating with 
the guerillas. 

The CPM's 8th Regiment, based in 
Songkhla province, reportedly has less 
success in taxing the locals. This is the 
CPM's hard-line Marxist revolutionary 
faction, which operates independently of 
the other factions. However, according to 
Thai military intelligence the regiment is 
far from being badly off because of various 
commercial transactions, including taxing 
Thai farmers according to their acreage, 
and is even reported to have extended cre- 
dit facilities to some of the poorer farmers 


land's reported CPM kills may well be jus- 
tified. As one Malaysian official in Kuala 
Lumpur told this correspondent, the 
Thaisannounce that they have killed CPM 
guerillas but do not invite the Malaysians 
to view the bodies to verify their claims. 
The Malaysians are also suspicious of the 
fact that every time the Thais capture 
CPM camps, the guerillas — presumably 
alerted well in advance — have already 
disappeared. 


rue, the Thais do not kill many CPM 
guerillas. But, as Thai army officers in 
the south point out, this is because the CPM 
does not go out of its way to attack Thai 
troops; the party's enemy is Malaysia, not 
Thailand. Also, capturing CPM camps in 
the dense jungles of southern Thailand re- 
quires preliminary softening up by artil- 
lery and air strikes, often inaccurately di- 
rected, which alert the CPM long before 
Thai troops can go through the painstak- 
ing process of picking their way through 
the booby traps which always surround 
CPM base camps. 
This should not come as any surprise to 


the Malaysians. British  counter-in- 
surgency expert Col John Cross, who 
fought the CPM during the Malayan 
Emergency in the 1950s, once estimated 
that it took security forces a million man- 
hours to get a guerilla in their sights for 20 
seconds. 

The Thais are obviously rather embar- 
rased by their lack of CPM kills, compared 
with those of the CPT and Muslim 
separatists who do go out of their way to 
try to ambush Thai security forces. This 
could explain why the latest Thai anti- 
insurgency figures for the southern region 
give only a combined figure of 71 killed. 
However, there is а breakdown of the 
numbers of insurgent defectors to the Thai 
authorities, including 45 CPM defectors 
over the same period, probably reflecting 
the fact that the Thais are more successful 
in encouraging CPM guerillas to defect 
than in sighting and attacking them. 

After undergoing screening by Thai 
and sometimes also Malaysian intelli- 
gence officials, CPM defectors are now of- 
fered Thai citizenship — if they do not 
possess it already — and jobs on farms or 


С 








the province. 
Musa's apparent scepticism about Thai- 





Tread softly, 
soldier 
Thai troops are fighting an 


unseen enemy and a network 
of booby traps 


Khao Nam Khang, Songkhla province: 
Lieut-Col Veera Vanasuk stood at the 
edge of the postage-stamp-sized helicop- 
ter landing pad which only two days be- 
fore had been a communist guerilla veget- 
able patch and squinted at the surround- 
ing swathe of dense jungle. "We are fight- 
ing an invisible enemy," he said. “It’s af- 
fecting the morale of my troops." 

A few minutes before, the colonel and 
'this correspondent had been flown into 
the jungle clearing in an American-built 
Huey helicopter, perched on top of sacks 
of rice, vegetables and other provisions. 
Landing as it was in a battle zone, the 
helicopter stayed only long enough to put 
down passengers and supplies. Another 
Huey gunship, equipped with fast-firing 
Gatling guns, circled continuously over- 
head sporadically firing into the surround- 
ing jungle, in case Communist Party of 
Malaya (CPM) guerillas were still in the 
area. 

Yet, as Veera had commented, the bat- 
tle was not against a visible enemy but a 
network of booby traps. Seven of his sol- 
diers had already been wounded — five 
seriously — after stepping on the home- 
made devices during the previous three 
days and he expected more as the com- 
pany, equipped with metal detectors, 


picked its way gingerly towards yet 
another deserted CPM camp. 

Four days earlier this correspondent 
saw two wounded Thai troopers being 
whisked away in a Huey from another 
landing pad only a kilometre away. Both 
had been blown up by the same booby trap 
— one suffered serious leg injuries and the 
other an eye wound. 

The incident happened near the former 
headquarters of the CPM's 8th Regiment, 
the party's Marxist revolutionary faction, 
which Veera's men occupied on July 24. 
The CPM had fled the camp about 10 days 
before as the Thais opened up with long- 
range artillery. The camp, complete with a 
meeting hall, living quarters for about 70 
guerillas and a three-tier catacomb of tun- 
nels and bunkers, had been the 8th Regi- 
ment’s headquarters for about. 15 years. It 
was well camouflaged with palm branches 
on the roofs of the huts and mobile clumps 








of vegetation to move into the parade 
ground-cum-basketball pitch if an aircraft 
approached. 

Now it is a permanent camp for a com- 
pany of Veera's troops, and a road to it has 
been bulldozed through the jungle. Thai 
troops go about their business with a cap- 
tured CPM flag fluttering incongruously 
overhead, a portrait of Mao Zedong hang- 
ing over the stage from which the 8th Re- 
giment's commander, E Chiang, once lec- 
tured his cadres on ideology and Maoist 
slogans in Chinese still decorating the 
bamboo walls. 

The camp is about 90 kms south of the 
southern city of Haadyai in Songkhla pro- 
vince, about 10 kms from the Malaysian 
border. Further to the southeast, in 
Narathiwat province, Thai troops cap- 
tured the headquarters of the CPM's 10th 
Regiment, also in July. But that camp was 
too difficult to supply, and the troops have 
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VES US у E 
E ade le to them | 
_ Mar ors, a | roportion of | 
them Thais, have proved invaluable to the | — | 
Thai forces as guides in their current drive 
against CPM camps. 

The criticism is by no means one way. 
The main Thai grudge against the Malay- 
sians is that, while they treat the CPM 
threat as a joint problem, they dismiss the 
Muslim separatist campaign as a purely in- 
ternal problem for Thailand. There are as 
many as 1,000 Muslim separatists — label- 
led the terrorist bandit movement by the 
Thais — operating in the predominantly 
Muslim provinces of Yala, Pattani, 
Narathiwat "and ^ Satun. The main 
separatist faction is the Patani United Lib- 
eration Organisation (Pulo), with two les- 
ser factions, the Barisan Revolusi Na- 
sional and the Barisan Nasional Pembeba- 
san Patani. 

Although the Muslim extremists are 
currently comparatively quiet, their cam- 
paign has included executions of Thai 
Buddhist civilians, attacks on security 
forces and urban bombings. The Thais 
complain that they appear to have free 
passage to and from Malaysia and. while 
Malaysian troops are allowed to pursue 
CPM guerillas into Thai territory under an 
informal agreement, the Thais cannot 






now withdrawn, having burned it and laid 
their own booby traps. 

The assault on the CPM stronghold was 
ordered. by Thai 4th Army Region com- 
mander Lieut-Gen. Harn Linanond as 
part of his so-called Southern Happiness . 
campaign to crack down on southern 
Thailand's various insurgencies and bols- 
ter security in the region. In the year since 
Harn took command the army claims to 
have captured 40 CPM camps. 

The aim is to keep the more than 1,000 


CPM guerillas who use southern Thailand 
as a sanctuary for operations in Malaysia 
on the run. But the operation is also 
clearly something of a public-relations 
exercise to show a doubting Kuala Lum- 
pur that the Thais are seriously trying to 
stamp out the CPM on their own. As 
Veera told this correspondent: “The Thai 
army has to show sincerity to Malaysia, 
because the Malaysians think we are feed- 
ing the CPM. So we have to destroy the 
CPM, the CPT [Communist Party of Thai- 
land] and the Muslim terrorists — they are 
all terrorists. This is policy." 

It is an expensive policy, not only in 
terms of the cost of military operations, 
but in the numbers of soldiers wounded or 
killed by CPM booby traps. Apart from a 
desire to impress the Malaysians, the 
motivation for the crackdown is the appa- 
rent growing cooperation between ele- 
ments of the party and the country’s indi- 
genous insurgency, led by the CPT, It is 
too early to say whether the Malaysians 
will be truly impressed and the CPM effec- 
tively kept in disarray. But in the mean- 
time, jungle units such as that of Veera 
have дһе thankless task of fighting an 
enemy they will probably never see. 

. —RODNEY TASKER 
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chase Muslim insurgents “into Malaya. 

This angers the Thai military. ЕЕ 
gruntled remarks following ne O 
committee meeting in Kuala ee E 
Harn was quoted as saying: “From now on 
we will have to make a bargain with 
Malaysia in cracking down on the Muslim 
terrorists.” Although Thai criticism of 
Malaysia's attitude towards the Muslim 
Ke paratists stops short of accusing the 

uala Lumpur government of involve- 
ment, there is an almost unanimous suspi- 
cion among Thai military officers in the 
south that Malay elements on the other 
side of the border — particularly the op- 
position Party Islam — give wholehearted 
support to the separatists, 


I an interview with this correspondent 
following his recent press conference in 
Yala, Panya said: "At the present time the 
Malaysian side think that this [Muslim] 
problem is an internal problem for Thai- 
land. But our side really knows that most 
of them [Muslim separatists] have been 
given woes den Malaysian territory . 
that is why we believe that the Malaysians 
should realise that the [Muslim 
separatists] should be a common pro- 
blem.” 


Another Thai officer who has to cope - 


with Muslim separatists is Col Saroj Rob- 
bumrung, whose 2nd Battalion of the 4th 
Army's Sth Regiment is based in Pattani; 
he was equally. concerned about Malay- 
sian sanctuary allowed to the Muslim 
separatists. Asked if he thought there was 
cven Malaysian Government involvement 
in this siruation, he replied: "Maybe they 
[the government] know, but they shut 
their ears and eyes." * 

In fact, there ts almost certainly no offi- 
vial government support for the Muslim 
separatists іп. Malaysia, But the United 
Malays National Organisation, which 
heads the National Front coalition goy- 
ernment, feels inhibited in moving against 
Malaysian Muslim supporters of Pulo and 
the other southern Thai separatists. be- 
cause it would erode its Islamic credentials 
in the predominantly Muslim country. 

None of this helps to improve relations 
in the two countries’ border areas. Many 
Muslim rural dwellers in southern Thai- 
land's predominantly Muslim provinces 
already consider themselves more Malay- 
sian than Thai; speaking Malay, watching 
Malaysian TV and carrying alaysian as 
well as Thai identity cards. The Thai au- 
thoritics are trying hard to bring Muslims 
more into the Thai fold, with Thai lan- 
guage lessons on the radio and anti- 
separatist propaganda exercises. But pri- 
vate Muslim schools continue.to provide 
mainly Islamic-style education which does 
not equip young Muslims for higher Thai 
education and thus denies them the 
chance of being drawn more into the na- 
tional mainstream. “2 

It seems inevitable, therefore, that sus- 
picions will remain on both sides of the 
border in the near future, On the military 
level, despite official rhetoric about co- 
operation, it appears there will be no more 
joint operations against the CPM on Thai 
soil for the time being. 
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Few frien l 


As the BCP 


fails to find 


ds in the jungle - 


allies among other rebel Burmese 


groups it makes a cooperation pact with a faction of the CPT 


By Paisal Sricharatchanya 

Rangoon: Following the breakdown of 
truce talks between the Burmese Govern- 
ment and the outlawed Burmese Com- 
munist Party (BCP) early last year, the Pe- 
king-backed BCP has mounted а vigorous 
campaign to gain support frora autonomy- 
seeking minority groups which are locked 


in a protracted armed struggle with Ran- 


goon forces. The BCP apparently has also 
been trying to get a formal alliance with 
the Communist Party of Thailand (CPT). 
Diplomatic sources said that the BCP 
has had little success so far except with the 
Kachin Independence Army, estimated to 
total about 3,000 men — which joined the 
BCP before the truce talks failed — and 
small. groups of Wa, Lahu, and Muser 
tribesmen in the northern Shan state. The 
communists have made efforts to link up 
with other rebel groups before, but the 
present campaign seems more vigorous. 
One diplomatic source said that teams of 
BCP representatives had made friendly 


Karemi guerilla: no deal. 





overtures to rank-and-file members of the 
Karen National Union (KNU), the best 
organised revolutionary grouping, with an 
estimated 5-8,000 men under arms. The 
staunchly anti-communist KNU has up to 
now consistently refused to have links 
with the BCP. 

Approaches have been made to 
selected Shan groups, including the Shan 
State Army (SSA), the sources added. In 
the mid-1970s, there was military coope- 
ration between the SSA and the BCP with 
the communists giving help with weapons 
and guerilla training. But the SSA has 
halted this cooperation in recent years for 
political reasons (REVIEW, June 18), 

The current campaign has also seen 
some communist teams reportedly travel- 
ling more than 750 kms from their north- 
ern stronghold near the Burmese-Chinese 
border to contact Mon tribesmen in areas 
opposite Thailand's Kanchanaburi pro- 
vince. And the BCP appears to have made 
significant headway in establishing an al- 


liance with a faction of the CPT active in 
the Chiang Rai-Mae Hong Son region. 

According to an authoritative inform- 
ant, who quoted Burmese army intelli- 
gence reports, six Thai communists held a 
two-day meeting with the BCP leadership 
at the latter's Panghsang headquarters al- 
most on Burma's border with China's 
Yunnan province during late December 
1981 and early January. The meeting pro- 
duced a three-point agreement calling for 
the establishment of a joint coordinating 
committee, collaboration on obtaining re- 
venue from opium, and passage of arms 
supplies from southern China through 
Burma to the Thai communists. 


Д2 to this informant, there was 
no formal announcement by the com- 
munists, but the agreement was made 
known to the Burmese army. The source 
said the timing of the meeting was particu- 
larly significant as it was held shortly be- 
fore Burmese National Day, January 4. 
From other accounts of these BCP-CPT 
contacts, the REVIEW understands that 
the move does not represent a full-scale al- 
liance between the two communist par- 
ties, but is more of a cooperation pact in- 
volving one small faction of the CPT. 

Nonetheless, the pact holds the seeds of 
possibly alarming developments — espe- 
cially from the point of view of Thailand's 
security. Since the Vietnamese invasion of 
Cambodia in late 1978, relations between 
the predominantly ethnic-Chinese CPT 
and the three Indochina countries have 
soured, Thai communist units lost their 
sanctuaries in Laos and Cambodia and 
military aid from Vietnam. 

To compound the CPT's problems, 
Chinese assistance has been scaled down 
substantially as Peking has adopted a 
more friendly policy towards Asean and 
the traditional Chinese supply route 
through Laos is no longer open. This lack 
of significant external assistance has virtu- 
ally crippled the CPT. The new agreement 
with the Burmese communists would, if it 
is implemented, open up a new supply . 
route to the CPT from Yunnan. 

Some Western security analysts in Ran- 
goon are sceptical about the viability of 
such a supply route, given reports of grow- 
ing animosity between the BCP and the 
Shan United Army (SUA) léd by narco- 
tics trafficker Khun Sa and the fact that it 
goes through SUA-controlled areas: Ac- 
cording to these analysts, though the BCP 
has not clashed directly with Khun: Sa’s 
forces, Wa and Lahu tribesmen allied with 
the BCP have in recent weeks suffered 
heavy casualties in several skirmishes with 
SUA guerillas sparked by disputes over 
control of routes used by opium caravans. 

Although Khun Sa is known to have had 
some dealings with the BCP on supplies of 
raw opium, the arrangements may have 


OCTOBER 1, 1982 e FAR EASTERN ECONDMIC REVIEW 


"This modern self-contained resort 


C hotel/motel has until recently been 


an integral part of the overall Pine 
Trees Resort complex. it. 


which incorporates a suite and: 
“a studio unit, (the building is 
presently used as 48 motel units), 


Jw A tirst class street front. 
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blocks situated either side of 

a large swimming pool, ; 
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the quality accommodation © 
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alt year round, 
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the Hastings Street frontage. 
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around the world that flock to 
Noosa each year. 

it has developed into à land- . 
mark among Noosa's famous. 
resorts and has enjoyed р 
beneficial affiliations with some : 
of Australia's prime tourist 
promoters, 


properties at Noosa. Please send a colour brochure t 





al groups. cur- 


ontrol about 60-70% of opium 
Burma's Shan and Kachin states. 


turn accounts for about 70-80%. 
al opium. production. from the. 
which reportedly topped 550 ton’: 


year. In the broader pe pd 
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alysts agreed that the BCP, esti- 


ited to have 12-15,000 armed guerillas, 
made little military or political head- - 


‘recent years. Nor has the 160.000- 


of he Sov army's six 
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to the same levels as in | er 
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yto name businessman Kent Crane a: 
ts next ambassador to Indonesia = 
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Indonesia, Spain and South Korea are. d 


relatively new friends which are keen to 
expand business ties. The Indonesians are 


building a Spanish-developed light air- 
‘craft and have granted a major contract (0. 


a Spanish company to expand an oil refin- 


cery in Sumatra. South Korea has success- 


fully sought greater involvement. with 
Asean and has expressed an interest in 
buying liquefied natural gas from In- 


donesia — a matter of special interest to 


J akarta, which is suffering from a deterio- 


“tation in its balance of payments. 
Jakarta’s. relations, with the US and 


Japan are also basically healthy. Only re- 
cently, Indonesian Information Minister 
Ali Murtopo was in Japan to discuss any 
outstanding problems with Prime Minister 
Zenko Suzuki and other Japanese offi- 
cials. 
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The Frederick — style is unique. 


Frederick Forsyth is a 
member of that very exclu- 
sive group of authors, 
whose books you will find | _ 
on sale in virtually every | 
country you care to visit. — —— 

And not only onsale but, £- 
year in year out, proving to | 
be enduringly popular. у 

Classics of their kind. | 

Yet Forsyth's begin- | 
nings as an author were | 
scarcely auspicious. The _ 
first four publishers to read _ 
his first manuscript turned | 
it down. 

Decisions they must, 
years later, be still deeply 
regretting as that book is 
regarded with awe by the 
publishing industry. 

“The Day of the Jackal” 
made Forsyth one of the world’s best-selling 
authors. That book, and subsequently ' ‘The 
Odessa File” “The Dogs of War” and “The 
Devil's Alternative” have each proved to be 
phenomenal successes in thirty-six coun- 
tries. They have been translated into some 
thirty languages, and have sold over 20 
million copies. 

Forsyth’s latest, a collection of short 
stories entitled “No Comebacks,” is certain 
to add to these impressive statistics. 





Pictured: The Rolex Day-Date Chronometer in 18ct. gold, with matching bracelet. 





Yet quality rather than 
quantity has always been 
Forsyth’s primary concern. 

Just five books have 
—— hardly been a prolific out- 
Е put—read one and you will 
realise why. 

The Forsyth style—a 
blend of uncannily authen- 
tic detail, superb story- 
telling, a meticulously con- 
structed plot—takes a long, 
long time. 

Despite many attempts 
it is a style no other has 
been able to reproduce. 

Quality rather than 
quantity is also the princi- 
ple behind'the watch that 
Frederick Forsyth wears. 
A Rolex Oyster Day-Date 
Chronometer in 18ct. gold. 

“For me, this is simply the best watch 
there is.” he says. “It’s very tough, water- 
proof, and completely reliable so I never have 
to take it off whatever I’m doing. It’s also 
very well designed and obviously a great 
deal of time, care and effort have gone into 
its construction. That’s why the idea works 
so supremely well?” 

And, as Frederick Forsyth knows, a 
famous, international success 


ith a perfect id 
starts with a perfect idea. ROLEX 


of Geneva 


A mosaic in the Hall of the Great Emperors. 
Thousands of marble chips tell a timeless story 
of life in the Byzantine period. 
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of stories simultaneously. Northern Telecom uses them to bring 
computers and telecommunications together. 


Ea 


When an artist makes a mosaic with chips of marble and glass, his design transforms them; they become a picture 
that communicates. At Northern Telecom we designed these tiny integrated circuits to change communications itself. 

Northern Telecom is a world leader in digital telecommunications technology, integrating voice and data. Silicon 
chips, called filter codecs (coder-decoders) are the heart of a digital telecommunications system. They translate voice, 
data, and images into digital signals—the way computers communicate. 

In 1978, Northern Telecom invented the first single-chip filter-codec. In 1981, almost two million filter-codecs later, we 
leapfrogged our own technology with our E-99 chips. They perform all the functions of our first filter codec, plus those 
of another chip of similar complexity and more than 30 additional electronic 
components. They even turn themselves off when they're not being used. northern 

Our digital telecommunications systems save money by saving space, telecom 
equipment costs, and power. 

Digital transmission is fast, accurate and economical. —— For moie information on Noni Тоо 

As the world's telephone systems convert to this cost-effective and and its products contact: Northern Telecom 
reliable new technology, a global network of simultaneous voice and data (Asia) Ltd., 96 Somerset Road, Singapore 
` ісаб $e = н йу ees T: | : > ^ 0923, Tel. 7379133, telex RS23369 or 30 
communications 15 gradually emerging. Harbour Road, Hong Kong, Tel. 5-757222, 

We're putting the pieces together. telex 73338. 
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i uses. You will understand I thus write through a 
haze of bottled jet-lag. Even the reptiles from the press 
appear reluctantly impressed with M's work schedule; 
their own regime of union-negotiated working hours 
“punctuated by tired and emotional sessions at El Vino's 
has not proved the best training for this caper. A lot of 
: them 'ady pretty grey arourid the gills, tottering 
ain. 


5 in your line of businéss you've come across 
the odd China Watcher — and odd is the operative word. 
"They'rethe twitchy Johnnies who make a head count of 
the polithuro, tot up the number of lines devoted to pig 
production i in the local tabloids, count the number of hairs 
‘on Chairman Mao's mole, take away the number they first 
“thought of and conclude that Hu Flung Dung has fallen 
into disfavour. Well, Г 
Ў Watchers. Remember when that 


í sd that: when it comesto the ruling 
пади married couples insist on sleeping apart. Here in 
hanghai: we've got separate suites. M's about half a mile 
own the corridor in a bedroom the size of a cricket pitch, 
omplete with a Victorian four-poster and: an 
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What's more, there's been so much chopping 
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Look back in acrimony 


A general's memoirs throw new light on the Vietnam war, 


how communist leaders in the south often differed with Hanoi 


By Paul Quinn-Judge 

Bangkok: During the Vietnam war some 
American analysts doubted the existence 
of the shadowy figure Gen. Tran Van Tra 
and they were thus rather discomfited 
when he appeared on a reviewing stand in 
Saigon — now Ho Chi Minh City — in 
May 1975 alongside Tran Nam Trung. 

Despite his brief appearance as head of 
the provisional revolutionary govern- 
ment's military delegation in Saigon in 
1973, analysts had assumed that both 
names were the aliases of a senior com- 
mander of revolutionary forces in the then 
South Vietnam. To hiscolleagues, though. 
Tra was far from shadowy — being known 
as a loquacious and perhaps excessively 
forthright soldier. 

Tra has now re-emerged with a volume 
of memoirs which revises the history of the 
last years of the Vietnam war. The book, 
entitled Ending The Thirty Years War, is 
the history of Zone B2, a swathe of land 
from the foot of the Central Highlands to 
the tip of southern Vietnam which Tra 
commanded for much of the war. The vol- 
ume was published in Ho Chi Minh City 
this year by a government publishing 
house and must therefore have undergone 
some form of official vetting. 

"The other main account of the end of 
the war, written by Defence Minister Van 
Tien Dung and entitled The Great Spring 
Victory, shows the plans for the final as- 
sault on Saigon developing with the in- 
evitability of a Greek drama. In Tra's ver- 
sion, however, each step is taken only 
after heated and sometimes tense debate. 
Instead of being Hanoi's obedient execu- 
tives, political and military leaders of the 
Central Office for South Vietnam 
(COSVN) meet in caucus before impor- 
tant politburo sessions, lobby the party's 
top leaders, grumble at decisions, and oc- 
casionally disregard orders. The Tet of- 
fensive in 1968 is seen as a very relative 
victory and the Paris peace agreements of 


1973 as a mixed blessing. Much of the im- 
petus and planning of the Ho Chi Minh of- 
fensive which led to the fall of the south is 
credited not to Dung and his general staff 
but to B2. 

Although the book in many ways re- 
sembles a soldier's typical memoirs — Tra 
portrays himself as unerringly accurate in 
his judgments — it is not simply a history 
of the war. Observers have long known 
that lively discussions surround most 
major decisions by the Vietnamese Com- 
munist Party's leadership — for example 
the recent debate over economic policy 
which was still unresolved when the fifth 
party congress was convened this year. 

Tra's book, however, provides one of 
the first insider's pictures of the discus- 
sions. If his picture of aggressively inde- 
pendent southern leaders is correct, then 
the politburo today must be a lively place; 
several of the leading COSVN cadres, 
notably Pham Hung, Vo Van Kiet and Le 
Duc Anh, are now sitting there alongside 
Vo Chi Cong, Chu Huy Man and Dung, 
men for whom — if Tra is to be believed — 
they have scant respect. 


Te COSVN name missing from the top 
today is that of Tra; instead, a former 
deputy of his sits on the politburo. Tra's 
book appeared in Ho Chi Minh City 
shortly after he was removed from the 
command of Military Region. Seven 
(MR7). which covers the. southern 
metropolis, large parts of the Mekong 
delta and the Cambodian border. At the 
party congress this year Tra also lost his 
central committee seat to Gen. Nguyen 
Minh Chau. 

The reasons for Tra's downfall are not 
clear, but it seems likely that he was held 
responsible for major failings in the re- 
organisation of£:MR7 — a probleift that 
was dealt with at length in the army jour- 
nal Tap Chi Quan Doi Nhan Dan last 


showing 


November. His memoirs, however, can- 
not have failed to ruffle a few feathers. 
The first major debate described in the 
book concerns the party's assessment of 
the Paris peace agreements. Tra-seems to 
feel there was a dangerous tendency 
among some of the top Vietcong leaders 
to want to implement the agreement. 

Southern cadres, on the other hand, 
were not enthusiastic about the agreement 
and chafed under instructions from the 
leadership — some of which Tra bluntly 
describes as erroneous — to implement it 
fairly strictly. They were unhappy at or- 
ders not to attack the South Vietnamese 
army when it encroached on theirterritory 
and especially concerned at the way the 
so-called leopard spots — islands of com- 
munist control in southern areas — were 
gradually being erased by this passive ap- 
proach to the south's.troops: 

Tra says matters came to a head at an 
extremely important meeting of the polit- 
buro in March 1973. Before the meeting 
the COSVN representatives — among 
them Hung. Nguyen Van Linh, Kiet and 
Tra — met to “unify our evaluation of the 
situation." Some senior party leaders 
spoke approvingly of the * stabilisation of 
the situation." COSVN counter-attacked 
and, after а “heated and sometimes tense 
debate," Tra says, the more aggressive 
COSVN view prevailed. The final resolu- 
tion “curbed but did not do away with the 
idea that the Americans and their puppets 
would implement the peace agreement." 
Military commanders, meanwhile, were 
allowed to “punish” the South Vietnam- 
ese army for encroachments on their ter- 
ritory. 

As Tra notes approvingly, some of his 
commanders in B2 had ignored Hanoi's 
earlier instructions. The cadre in charge of 
one region in the delta quickly decided 
that “the enemy will never implement the 
agreement. . , nothing had changed,” and 
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_ say, was one of 
с revolutionary 


unnamed. senior 
ower-level cadres, 
о carry on?" The 
er-level: cadres did not dare reply. 
writes Tra, “but thought to themselves, 
Уе want peace, but when we see enemy 
oachimenis, when they point iheir 
uns at us’: 
our hands: and shout long live peace?" 
| his -book,. Tra consistently identifies 
iself with lower-level cadres, though he 


с ready," 
adres as saying 


was probably a central committee member. | 
‘Tra writes that the southerners did not: 


мапі а return to.what he calls the naive 

licies of the 1954-59 period; when. many 
.southe dres “died with. guis in their 
hands not daring to use them,” because of 
arty instructions. t 


“southerners аге seem to bê fighting 
own war, far from the centre, con- | 
intly short of supplies, but criticised by | 


the. general staff for regionalism when 
hey asked for more (regionalism was опе 
_of the party sins which politburo member 


Duc Tho mentioned in his report to the 


зау congress:this year). 
hus, when in late 1974. COSVN 


. should we stand up, put up 
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southern leaders considered that the 
. gime of Nguyen Van Thieu was declining 


fast: if the revolutionaries kept up the 
pressure, the southern regime would go 
out of control like a *car running wildly 
downhill," said Hung. 

The plan described in the book for the 
attack on Saigon — a five-pronged assault 
on the city — seems identical to the one 
eventually used in the Ho Chi Minh offen- 
sive. Moreover, Tra claims the plans were 
drawn up on the assumption that B2 units 
would have to execute it themselves 
"without waiting for troops from the 
higher echelons." But, according to Tra, 
Wh 1975 offensive almost did not happen. 


-` When B2 representatives went to Hanoi in 
. November 1974 for a joint meeting of the 


politburo and central military committee 
they found that the Hanoi leadership was 
taking a more cautious approach and in- 
tended to keep the troops back in 1975 in 
preparation for a big push in 1976. The 
southerners protested. “Only by striking a 
hard blow in 1975 can we hope to conclude 
the war victoriously in 1976," Tra says he 
Tho. 

When it became clear that their plan 
would be crippled by changes, the B2 re- 
presentatives started lobbying. A key ele- 
ment of the COSVN plan was the attack 
on Dong Xoai, a small settlement in 
Phuoc Long province which was a vital 


— link in the supply corridor from the Cen- 


tral Highlands. After being told not to at- 
tack Dong Xoai, Tra and Hung went to 


-= Duan and had the decision reversed. 


Dong Xoai fell quickly, setting off panic 


- - among Saigon's troops in the rest of the 
м ү Tra received permission to fol- 


up with an attack on the provincial 
capital, Phuoc Long. 


| Донг close call followed: having in- 


structed his command by cable to at- 


_ tack Phuoc Long, Tra recalled that he was 
- sitting looking at a map of the province 


several hours later when Gen. Le Ngoc 
Hien, deputy chief of the general staff, ap- 
proached him. *He gave me the cable and 


Said he had not sent it yet because I had 


given orders to use tanks and artillery, 
something that the senior officers had said 
I could not do." Tra was furious. “Is the 


. cable being censored?” he asked, “and am 


I being obliged to change it against my 
will?" Hien, Tra warned, “will be held re- 
sponsible if the cable arrives late." 

The cable did arrive, and the collapse of 
Phuoc Long, the first southern province to 
fall completely to the communists, badly 
dented the south's morale. It also spurred 
the Hanoi leadership to take a more 
dynamic approach to the coming year 
when they started their joint meeting. 
But, yet again, Tra claims that the south- 
erners played a crucial role in changing 
overall strategy — this time by persuading 
the leadership to strike at Ban Me Thout 
rather than one of the two more heavily 
defended Central Highlands cities, Pleiku 
or Kontum. 

Hitting Ban Me Thout, Tra argued, was 
like hitting a tree at its roots — the rest of 
the highlands would fall quickly. The at- 
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which the south never recovered. In Tra's On the lon 
account Dung appears less as the architect 


of victory than a major obstacle to victory. 
Tra claims, for example, that Dung sent 
word to Hung and Tra that they need not 
come to Hanoi for the joint meeting where 
they are said to have played such a crucial 
role. Fortunately, Tra notes, Dung's mes- 
senger did not catch the two men in time. 

The southerners also had doubts about 
Dung's strategy. Tra depicts him as preoc- 
cupied with conventional warfare, while 
the southerners adhered to the tenets of a 
people's war, involving combined military 
and political efforts and large and small 
operations. “We're not fighting the 
enemy's way," Tra writes. “We are forc- 
ing the enemy to fight our way." Dung's 
famous *blooming lotus" method of at- 
tack also gets short shrift from Tra, who 
believes in evolving tactics to suit the ter- 
rain. The blooming lotus is good in theory, 
he holds, *but there are a hundred ways to 
attack a provincial capital, not just two." 
Basically, though, B2 considered that 
Dung and the general staff were out of 





touch with southern realities. When Dung 
arrived in the south in April 1975 to lead 
the final offensive, Tra's first words were: 
"So this is your first time down south, 
what do you think of it?" 

Tra's descriptions of the key meetings in 
Hanoi also. bring to life several senior 
leaders. Duan for example, is a lively, 
talkative and didactic character. “Some- 
times in a meeting when a cadre who had 
just stood up to express an opinion said 
something that gave Duan an idea, he 
would talk for five or seven minutes non- 
stop before letting the man continue.” In 
one important mecting Pham Van Dong, 
rosy-faced and gruff-voiced, strides up and 
down, stopping to express an opinion, 
Truong Chinh on the other hand, reads 
carefully from a prepared text “paying at- 
tention to every word and comma.” 

Although the leadership is seen as 
perhaps slightly more fallible in Tra's 
book than in other accounts, he still shows 
enormous respect for Duan and Tho, the 
two men whom even Tra depicts as having 
the last word. “While the generals fight, 
everybody else knows it was Duan and 
Tho who won the war,” remarked one 
Vietnamese observer recently. ш 


ois) rae USC X 








road home 


Khmer refugees could create 
a political problem by 
moving to the border 


By Ted Morello 

New York: The movement of anti-Viet- 
namese refugees to the Thai-Cambodian 
border has complicated United Nations 
efforts to counter suggestions that the 
UN's aid operation is giving military and 
political advantages to the Cambodian co- 
alition. Refugees have started moving to 
the border following the visit to refugee ` 
camps in July by Prince Norodom 
Sihanouk, president of the Democratic 
Kampuchea coalition which also includes 
the Khmer People's National Liberation 
Front and the Khmer Rouge. 

The aid and refugee issues surfaced dur- 
ing the September 16 closed meeting of 
nations which contribute to the UN's re- 
lief programme stemming from Vietnam's 
invasion of Cambodia in late 1978. The 
outcome of the meeting itself provided 
ammunition for those critical of the way 
aid is flowing away from Cambodia and al- 
most exclusively towards refugees under 
the UN Border Relief Operation 
(Unbro). The sole pledge at the meeting 
was Australia’s US$1.9 million, ear- 
marked — as is now often the case with 


major donors — for Unbro projects 
(REVIEW, Sept. 24). " 
Even before Australia’s pledge, 


Unbro's US$31.4 million target budget for 
this year had been oversubscribed by 
US$3.1 million. The total does not include 
a nominal shortfall of US$3.5 million in 
the border holding centres budget of the 
UN High Commissioner for Refugees 
(UNHCR). However, the figure is consi- 
dered a paper deficit; overall the UNHCR 
has millions of dollars in surplus funds. In 
contrast to their generosity towards 
Unbro, donors are showing no inclination 
to reduce the US$6.5 million deficit in the 
US$30.7 million 1982 budget for assist- 
ance inside Cambodia. 

In part, the donors' performance is a 
logical reaction to the success of the relief 
programme inside Cambodia. Sir Robert 
Jackson, UN representative for both the 
border and internal Cambodian opera- 
tions, reported that this year's rice-equi- 
valent deficit, projected 10 months ago at 
280,000 tonnes, has been reduced by 
favourable harvests, supplementary crops 
and imported aid to 100,000 tonnes, and 
the prospects are good that it will be trim- 
med by a further 70-80,000 tonnes before 
the end of the year. Rainfall has been 
favourable to rice planting. 

Both the United States, a major donor, 
and Thailand have insisted that when the 
threat of mass starvation in Cambodia has 
passed, the UN should end its aid pro- 
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n “aby Birabhongse Kasemsri and US de- 
gene Dewey, who is deputy as- 


it secretary of state for refugee pro- 
mes. They said that in view of Cam- 





s improved food situation, the UN's 

































the-year.. However, they agreed that as- 
- Sistance to thé Khmer refugees on the 
Thai border and affected Thai villagers 
Should not only be. continued but in- 
creased. 
____, Vietnamese and allied delegates warn 
` that such an arrangement would be consi- 
.. dered a tilt towards the coalition and inim- 
1 ка to the Hanoi-backed government of 
E А Heng Samrin (REVIEW, Aug. 20). A new 
| rder irritant has been created by the 
: vement to — and probably across — 
— the Cambodian border of pro-Sihanouk 
` Khmer refugees from Thailand's Khao-i- 
. Dang holding centre, This eastward mi- 
. gration was triggered by the visit to the 
centre in July by Sihanouk during which 
` he urged refugees — most of them consi- 
dered loyal to the prince — to move to a 
` site designated as O'Smack, opposite the 
, 3 ier village of Chong Chom. 
` This development has created consider- 


T By Patrice de Beer 
_ Paris: Still apparently upset by the cool 
| reception he received in Singapore at the 
_ start of his July tour of Asean capitals 
(REVIEW, July 23), Vietnamese Foreign 
— Minister Nguyen Co Thach has tried in 
— Paris to justify and clarify remarks he 

. made to Singaporean leaders about his 
.. government's intentions towards the fu- 
| ture of Cambodia and Soviet bases in his 
- country. 

Thach, who was in Paris briefly on his 
— way to the United Nations General As- 
E. sembly in New York, claimed he had been 
misunderstood in Singapore and that his 
- words should not have been taken as а 
ч | threat; he said there were no Soviet bases 
. in Vietnam and his country offered only 
_ the same sort of facilities as were offered 
ру Singapore to the Soviet navy and to 
- warships of other nations. 

But Thach said that though there were 
|... no Soviet bases in Vietnam at present, it 

... did not mean there would not be any in the 

TY ure. “We have to leave all options open 
Ше th the benefit of our country,” he said. 
M "We have to foresee all possibilities; as 
|. Thailand and Asean are hostile to In- 

— dochina and Cambodia, we have the right 
E to self-defence, which means to do to 
(o them what they have done to us.” 
| On the question of a new Vietnamese 
| offensive into Cambodia, predicted by In- 
. . dochina analysts in Bangkok as well as by 


od closed 
the Saem ber session by Thai- 


E aid should be halted by the end of 


able concern among UN officials. The 
UNHCR immediately announced that it 
dissociated itself from the migration. A 
UNHCR official told the REVIEW that 
though the agency serves the 35,000 
Khmers at Khao-i-Dang, the movement 
was not part of its resettlement pro- 
gramme run in consultation with the re- 
fugees and the governments concerned. 


 Thach dons a velvet glove 
 Vietnam's foreign minister claims he was misunderstood but 
_ his government still faces a stiff challenge on Cambodia 


it was unlikely, "but of course we would be 
forced to retaliate if our adversaries were 
attacking us." To justify his assertions, he 
said the present rainy season had seen less 
Khmer Rouge activity than last year. 

The Khmer Rouge, according to Thach, 
are doing their utmost to nullify “the ef- 
fect of our partial withdrawal and to show 
that the setting up of the tripartite coali- 
tion has reactivated the resistance, but it is 
not true.” As in love, he said, you have to 
be two to make war. At the same time, 
Thach, who denied having had any con- 
tact with emissaries of Prince Norodom 
Sihanouk or to have sent any to Sihanouk, 
said he is confident Sihanouk’s wedding 
with the Khmer Rouge is political suicide. 
As for a future international conference 
on Cambodia, advocated by Vietnam in 
its July proposals, he said everything was 
negotiable, including who is to represent 
Cambodia. “The position of both sides 
must be considered,” he added. 

This moderation and apparent op- 
timism about the near future which Thach 
wanted to project was also stressed when 
he gave his views on Vietnam's relations 
with China. Thach stressed that a de facto 
ceasefire has been in effect for almost two 
months. 

The partial unilateral withdrawal which 
Hanoi says it has made from Ca ia 
has not been the Bled to convince su exe 
pected, and has failed to convince. In ex- 
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t 1,000 refugees each 
week are moving from the holding centres 
to the bordér!in response to an appeal 
from Sihanouk; and we have been advised | 
that ultimately. 12,000 people may be in- 
volved in the movement." 

An Unbro field report that was distri- 
buted to the donors gave slightly different 
figures. It said that during the week of July 
24-31. 2,100 refugees moved from Khao-i- 





.Dang to O'Smack. It added that by Sep- 


tember 1, no-further migration had taken 
place, “but there are indications this 
movement тау be resumed and that a 
total of 15,000 men, women and children 
at Khao-i-Dang have indicated their will- 
ingness to return to Cambodia." 

A UN aide familiar with Khao-i-Dang 
told the REVIEW that he doubted that the 
migrants constituted a fighting force. 
Rather, he said, they could be expected to 
be family units with a minimum of political 
interest who are seeking a less regimented 
life than is available to them in the 
fenced-in holding centres. At O’Smack, 
he explained, they would be able to start 
farms. “And besides," he said “they will 
be a step closer to their goal on the long 
road home." Uu 





pressing optimism about the situation 
along the Sino-Vietnamese border, Viet- 
nam — which has always linked the situa- 
tion in Cambodia to the Chinese threat on 
its northern flank — might be trying to 
justify in advance a new gesture towards 
Asean, Until now, Hanoi has said that it 
would not make new concessions before a 
positive gesture from Bangkok. 


> Paul Quinn-Judge writes from 
Bangkok: Most Asean countries and their 
allies have been coy in discussing military 
aid to the Democratic Kampuchea coali- 
tion. The Chinese, however, have been 
more forthcoming. Officials in Peking re- 
cently told diplomats that China would 
give Son Sann’s Khmer People’s National 
Liberation Front enough weapons for 
6,000 men, with a further 4,000 when the 
troops to use them were available. 
Sihanouk’s armed forces would receive 
weapons for 3,000 men, with provision for 
a further 2,000. Sann’s forces are esti- 
mated by the United States at 6-8,000 men 
— others suggest lower — and Sihanouk is 
thought to have 1-3,000. The Chinese 
weapons therefore would provide the two 
non-communist members of the coalition 
with all the weapons they need, and some 
to spare. 

Restrictions on travel to the Cambodian 
border in recent weeks have led to specu- 
lation that aid for the coalition may be ar- 
riving now. On the other side of the bor- 
der the western provinces of Вайашрайк 
and Siem Reap have been closed to forei 
ners for the past six weeks, a fact that co 
indicate either stepped up Khmer Rouge 
activities, or Vietnamese troop movi 
ments in preparation for dry-season fight- 

ing. 





і Cambodian resistance leaders, Thach said 
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For the man with exceptional goals, 
an exceptional bank in the Far East. 


With headquarters in New York, 
RNB is one of America’s fastest 
erie banks. And now the same 

ind of attentive personal service that 
is the basis of our success in the US 
is available to you through our Far 
East Offices. 

The banks in our Group continue 
to grow because, quite simply, we 
serve our clients exceptionally well. 
And we do that in a number of ways. 

To begin with, at RNB we concen- 
trate on the things we do best, such 
as trade and export financing, foreign 
exchange and banknotes, money mar- 
ket transactions and gold. 

Geographically, too, we work 
mainly in areas where we have some- 
thing special to offer. As we're part 
of the worldwide Trade Develop- 
ment Bank Holding Group, that 


includes not only Hong Kong and 
Singapore, but most of the other key 
financial centres. It also includes a 
number of less familiar places, where 
our exceptional knowledge of local 
conditions can be an important 
advantage for clients. 

What's more, we keep our back- 
office systems running сы of our 
business, You may not notice this 
directly, but it shows up in quicker 
decisions and fewer errors. 

While we move fast in serving our 
clients, we're distinctly traditionalist 
in our basic policies. At the heart of 
our business is the maintenance of 
a strong and diversified deposit base. 
Our portfolio of assets is also well- 
diversified, and it is a point of prin- 
ciple with us to keep a conservative 
ratio of capital to deposits and a high 


Far East Offices 


degree of liquidity — sensible strate- 
gies in these uncertain times. 

So if you require exceptional bank- 
ing facilities in Hong Kong or else- 
where in the world, RNB 15 ready to 
serve you. In Hong Kong, we're 
at 601-606 Connaught Centre, Con- 
naught Road Central, telephone 
5-266941. In Singapore, 1101 Bang- 
kok Bank Building, Cecil Street, tele- 
phone 2240355. 


RNB: USS 8.7 billion in total assets; 
USS 678 million in stockbolder's equity. 
TDB Holding Group: USS 13.4 billion in 
assets; USS 1.1 billion in capital and 
loan funds employed. All figures as of 
June 30, 1982, 


Republic National Bank of New York — 
America’s 25th largest bank. Affiliates and 
representatives in 27 cities around the world. 
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At left, the Connaught Centre, location of RNB's Hong Kong offices. 
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the wrinkles 


| Although major differences remain, Moscow and Peking 
. may be preparing for a resumption of talks 


= Ву Mary Wisniewski 

. Moscow: Western diplomats in Moscow 
|. have cautioned against being too optimis- 
tic about normalisation talks between the 
= Soviet Union and China, rumoured іп 
both capitals to be imminent; the diplo- 
mats say they do not expect any dramatic 
change in long-standing hostility if the 
talks eventually take place. The first 
rumours of the talks came from Peking 
through foreign diplomats, though the 
Chinese Foreign Ministry has neither con- 
firmed nor denied that talks may get under 
way this month. 

The Soviet side, which initiated the 
overtures towards the resumption of talks 
and thereby a reduction in tension be- 
tween the two communist powers, is also 
maintaining an official silence. But West- 
ern diplomats say the Soviet Union is 
- likely to be content if it manages merely to 

smooth out some of the wrinkles in non- 
. controversial areas of their relationship. 

Soviet President Leonid Brezhnev, 
speaking to party activists at Baku in 
_ Azerbaijan on September 26, repeated 
_ the call for normalisation that he first put 
| forward at much greater length in Tash- 
kent in March. "We would deem it very 
important," Brezhnev said, “to achieve 
normalisation, a gradual improvement of 

. relations between the Soviet Union and 
| China on a basis that I would describe as 

that of common sense, mutual respect and 
- mutual advantage." The Soviet leader 
- Said normalisation of relations would also 
_ Serve peace and stability in Asia and the 
Е of the world; his speech suggested the 
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Kremlin was giving top priority to talks 
8 _ with China. 
___British Prime Minister Margaret 
| Thatcher said on her recent visit to Peking 
. that China and the Soviet Union will hold 
talks this month. But, she added, she saw 
. no change in China's strategic view of the 
| Soviet Union in the past five years. 
- . Reports have also arisen of high-level 


| 
K 
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| but unofficial exchanges between China 
| and the Soviet Union. The Kremlin has 
W 






2 Advertisement 


Fed up with the cost of London hotels? 
For less than half the price, two and three bedroom 
luxury service apartments at Draycott House with all the 





freedom and privacy of p home are the perfect alternative. 
Prices £425 per wee 
le Reservations: Miss Linda Draycott House, 
4 Draycott Avenue, London SW3 2SA. 


Telephone: 01-584 4659 Telex: 916266 


eae 


never publicly acknowledged the presence 
in Moscow in August of the chief of the 
Chinese Foreign Ministry's Soviet desk, 
Yu Hongliang. But foreign diplomats in 
Moscow say that they believe the visit did 
take place. That visit, combined with re- 
cent reports — also from Peking and not 
Moscow — that one of the Soviet Union's 
top China hands, Deputy Foreign Minis- 
ter Leonid Ilyichev, will lead a high-level 
delegation to Peking in the near future. 
has reinforced speculation that talks are 
indeed in the offing. Both Yu and 
Ilyichev, should he travel to Peking, are 
undoubtedly testing the political waters 
and preparing the setting for discussions. 
Ilyichev, who heads the Soviet delega- 
tion at the European Security Conference 
in Madrid, played a leading role in both 
the Sino-Soviet border talks and the short- 
lived state-to-state talks about normalisa- 
tion of relations. Ilyichev is scheduled to 
preside over the Soviet side again when 
the Madrid talks resume later this month; 
therefore, were he to head a delegation to 
Peking, he would most probably do so be- 
fore he leaves for Spain. . 


Were diplomats say talks this month 
are conceivable because they are 
likely to be at such an early, exploratory 
stage that they could start without even a 
formal agenda. The many unofficial, un- 
announced visits which have already taken 
place between the two sides may have laid 
sufficient groundwork, The many small 
steps Moscow has been taking towards Pe- 


king provide grounds for optimism that in ' 


the long term Sino-Soviet relations will in- 
deed improve, despite the lack of basic 
changes in the disparate political views 
both sides hold. 

Not all the visits back and forth have 
been political. In June, a team of Soviet 
athletes took part in a track and field meet 
in Peking in the first bilateral athletic ex- 
change since 1965. And on September 26, 
Tass newsagency reported that two Soviet 
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ARGS 907 
runners were among the top 


-" 


40 finishers in 


an international marathon in Peking. 


The 26.2-mile marathon was won by 
North Korea's Li Jong Hyon, who also 
won the Paris marathon in March; the top 
Soviet finishers, Anatoll Arioukov and 
Louri Plechkov, finished fifth and 
seventh. The results were part of routine 
Tass sports coverage, implying that ap- 
pearances by Soviet sportsmen in China 
will from now on become routine. 

The Soviet Union has been pressing for 
talks since late last year. In September last 
year, the Kremlin made the first move, 
when it proposed to the Chinese a resump- 
tion of political talks or, failing that, a re- 
sumption of border talks. The Chinese re- 
plied with what has been interpreted as a 
delaying tactic; they said substantial pre- 
parations were necessary first. 

The Soviet Union pressed on with its 
pursuit. In February it followed up with a 
note to the Chinese Embassy saying it was 
ready to start talks and asked Peking to set 
the date. Brezhnev next took up the call. 
In a speech in Tashkent he said the Soviet 
Union was prepared to resume discussions 


with China without prior conditions and to 
reopen border talks at any moment. 

The Soviet media immediately seized 
on the Tashkent speech and, after two 
months of praise for Brezhnev's initiative, 
Pravda, the party newspaper, published 
an unusually long article on Sino-Soviet 
relations that said the time for talks was 
long overdue. The Pravda article. — 
signed by I. Alexandrov, a pseudonym 
that indicates the text can be regarded as a 
Kremlin policy statement — contained 
harsh language, such as a passage accusing 
the Chinese of pushing the Soviet Union 
towards nuclear war with the United 
States. The “Peking hawks [are] pushing 
the imperialists in every way towards con- 
frontation with Moscow," Pravda said, 
"though everyone understands to what ir- 
reparable consequences it may lead in the 
age of nuclear missiles." b 

Despite the severe tone in some sec- 
tions, Western analysts said at the time 
that the Alexandrov article indicated a 
friendlier attitude towards China than the 
Kremlin had revealed recently, 








On the Chinese side, the first public re- 
sponse to Brezhnev's Tashkent speech 
was negative. A Chinese Foreign Ministry 
spokesman was quoted as saying that the 
Chinese attach more importance to the 
Soviet Union's actual deeds than to 
Brezhnev's rhetoric. And Chinese Gen- 
eral Secretary Hu Yaobang closely echoed 
the first response when he told the 12th 
communist party congress in Peking that 
Sino-Soviet relations can move towards 
normalisation if Moscow takes practical 
steps to lift its threat to China's security. 
Hu spelled out what China sees as Soviet 
threats: huge deployments of Soviet 
troops along the Chinese border, support 
for Vietnam and the Soviet invasion of Af- 
ghanistan. 

The issues Hu spelled out basically de- 
fine the vast fundamental differences that 
divide the two nations. And а resumption 
of talks — whether exploratory political 
ones or those dealing specifically with bor- 
der problems — is not likely. to remove the 
basic sticking points. The Soviet Union 
has given no sign that it plans to pull its re- 
ported 100,000 troops out of Afghanistan 
soon and until that situation is resolved 
the Chinese will continue to feel 
threatened and Sino-Soviet talks will get 
nowhere. 

The Soviet-backed Vietnamese inva- 
sion of Cambodia also separates the two, 
and there is little likelihood of any change 
in the Kremlin's thinking on that front. 


Te disputed border areas are a pro- 
blem that dates back to Tsarist-era 
treaties. China claims large portions of 
Soviet territory that Peking says were 
illegally acquired by the Russians, and 
both sides maintain large troop contin- 
gents on the border. The two sides clashed 
there in 1969 and talks on the issue began 
after that. They sputtered on unproduc- 
tively for nearly 10 years before breaking 
down in 1978. At the moment the Soviet 
Union has problems across its western 
border in Poland and Western diplomats 
point out that it would be in the Kremlin's 
best interests to iron out differences along 
the 4,000-mile border the Soviet Union 
shares with China. 

Another timely reason that may ac- 
count for Moscow’s interest in rapproche- 
ment is the shaky state of Sino-American 
relations. Brezhnev's call for talks and the 
lengthy Pravda follow-up came at a period 
when China and the US were bogged 
down over the issue of US arms sales to 
Taiwan. “The Soviet Union, sees any 
alteration: im the traditional triangular 
arrangement of Soviet-Chinese-American 
relations as likely to be beneficial to its 
side: any Chinese movement away from 
the US is a movement towards the Soviet 
camp. However, the Soviet press has 
vehemently denied any opportunistic 
motives behind Brezhnev's proposals. 

The two sides have discussed normalisa- 
tion of relations in the past. They held 
brief, unfruitful normalisation talks that 
dissolved when the Chinese withdrew 
after Soviet troops moved into Afghanis- 
tan in December 1979. Despite current 
talk in Peking of impending negotiations, 
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erhaps not surprisingly, Singapore 

Prime Minister Lee Kuan Yew's 
proposal last month for multilateral mili- 
tary exercises among members of Asean 
did not provoke a warm response. Lee, 
ona visit to Jakarta, suggested that joint 
military exercises’ by Ascan partners 
would be “an ideal way to expand coope- 
ration." 

Indonesian Vice-President Adam 
Malik, after consultation with President 
Suharto, protested that such exercises 
could lead to a regional military pact; 
and Foreign Minister Siddhi Savetsila of 
Thailand took the same line — despite 
the vital need for such an accepted pact 
between Thailand and Malaysia against 
communist insurgents along their com- 
mon border. Malik argued that multilat- 
eral military exercises could easily invite 
suspicion from the communists and 
would be similar to Asean opening anew 
front. 

But I reckon the proposal was as as- 
tute as always in view of the announce- 


Australian Nomad: many roles. 





ment by the president of China’s 


Geological Society, Huang Jiqing 
(REVIEW, Sept. 17), that Peking will 
begin to conduct geological tests for oil 
deposits around the Paracel and Spratly 
islands in the South China Sea. This ven- 
ture would provoke Malaysia and the 
Philippines which, in common with Viet- 
nam, individually challenge China's 
claim to those archipelagos. Both Viet- 
nam and the Philippines already have 
garrisons on the Spratlys, which lie 
within striking distance of Cam Ranh 
Bay, wltich the Soviets are steadily de- 
veloping as a naval and air base. 

So the two Asean partners, as well as 
Vietnam and the Soviet Union, could be 
involved in "incidents" when the 
Chinese paddle into their Spratly waters. 
“The new front" would bé created any- 
way — even if Malaysia was not on either 
the Philippine or the Vietnamese side. 
Ascan is Ascan — separately or collec- 
tively — and, in the long run, will survive 
only in unity, which will have to deepen, 
even if few leaders are as smart as Lee. 

Australia is now sending a team of 
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specialist army advisers to help develop 
а combat training centre at Gemas in 
southern Malaysia. According to De; 
fence Minister lan Sinclair, this is “a 
further example of Australian policy to 
help regional countries improve their ex- 
ternal defence capabilities." Australia is 
also donating A$1.25 million (US$1.2 
million) to help maintain 20 Australian- 
built Nomad aircraft which have been 
ordered by the Royal Thai Air Force. 
This assistance will include the training 
of Thai airmen in Australia, provision of 
spare parts for the aircraft and despatch 
of advisers to Thailand. 

The Aussie-built Nomad is a light uti- 
lity aircraft with outstanding short take- 
off and landing abilities. It can operate 
from unprepared landing-fields and per- 
form many roles, including transport, 
communication, surveillance and hospi- 
tal evacuation. 

The posting of Aussie advisers to 
Malaysia will cost up to A$5.4 million 
over the next six years. On the other 
hand. no one knows 
how much the Soviet 
Union is spending on 
the Cam Ranh Bay 
base. which the Ame- 
ricans first began to 
develop during their 
lost-war presence, 
But it will be an es- 
sential base as the 
Soviet Pacific fleet 
expands and the 
United States b 
over its Philippine 
connections. 

Cam Ranh Bay has 
unhappy historical 
memories for Russia — going back to 
pre-Soviet days. It was there — nearly 
cight decades ago — that a doomed Rus- 
sian fleet halted on its way to war with 
the Japanese. After taking no less than 
eight months (October 1904-May 1905) 
to steam from Kronstadt around Africa 
and through the Indian Ocean. the 
squadron slipped into Cam Ranh Bay — 


to the embarrassment of the occupying f 


French colonial rulers — to test its guns. 
Then it set off to sink the Imperial Japan- 
ese Navy, regain lost Port Arthur and 
Mukden and restore Russian rule over 
Manchuria. 

Of course, it didn't work out that way. 
In one afternoon in the Tsushima Straits, 
the Japanese sank the main Russian bat- 
tle line, including the flagship, Suvarov, 
andthe white flag was hoisted to save at 
least 5,000 lives aboard the surviving 
badly damaged cruisers. Naturally, 
Asean — even after joint naval exercises 
— «couldn't achieve a similar victory 


against today's Russky navy. But at least 


it.could cooperate more effectively with 
the US Pacific fleet. 
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Union appears to indi 
n after 


oreign relations over -the past 


with Washington over the- 


arms sales to Taiwan, 


er the forcible separa- 


‘Chinese woman from the 


she wanted to marry and 


t The Hague after the sale of two sub- 
marines to Taiwan by a Dutch firm. 
ther problems stemmed from British 


nnoyance at Peking for siding with 


ntina in the Falklands conflict and, 
specially, the question of the rewriting 
Japanese history textbooks, 


hing Moscow has yet done has gone 
the cosmetic stage. The Kremlin 
about sitting down with its Chinese 
bours, but it has taken no action that 
any willingness to try to bridge 

g political chasm’ between the 

n Brezhnev's Tashkent speech — 

olicy address — was noteworthy 


ts lighter tone and call for talks 


fte -d nothing néw in terms of the 
ng Soviet attitude towards the 
зе Tashkent speech has iden- 


rezhnev as the Soviet leader wlio 


k the rst step towards China. Western 

1 watchers. say the elderly Soviet 

lent may have been looking towards 
behind a legacy as a great states- 

and a pragmatic leader when he made 
eech. 

difficult to identify any high-level: 
official with particular leanings to- 

s China. The steps the Kremlin has 

n taking towards Peking. are probably 
‘sufficiently significant. politically to: 
caused dissent among the top levels 
leadership, nor to have caused any deen 
fferences of opinion at politburo level. 
Western diplomat in Mos ae 

the Soviet Foreign Ministry's hanc an be. 

detected behind all the recent moves 


mong the 
lons. He is Sergei. Tikhvinsk 
y's leading China speciali 
of the Foreign Ministry's 
ademy, who reportedly wi Ids in 
in forming Kremlin 
a; Tikhvinsky was дер 


1 Ја 
| have emphasised China's continuing and | 


Now all these issues are oft the boil, | 
E and recent visits to Peking 


y Britain 
Prime Minister Margaret Thatcher an 
s Prime Minister Zenko Suzu 


developing links with the capitalist 


world, both in economic cooperation 


and in strategic understanding 


These issues are potential risky in 


| Chinese domestic politics: armed forces 


commanders have objected to various 


aspects of the course pursued by Premier 


Zhao Ziyang under the aegis of elder 


statesman Deng Xiaoping. A false move 


over such prestige-related issues could 


have weakened the Zhao-Deng group's - 


position. Deng's decision last month not 
to step down from the politburo after all, 
ав he had repeatedly said he would, 








showed that he still felt Zhao and Gen- 
eral Secretary Hu Yaobang needed his 
close support over both domestic and 
foreign policy. The Soviet Union could, 


notes and messages about resuming talks, 
and just two months before Brezhnev's 
speech at Tashkent. The Soviet Embassy 
claimed Tikhvinsky's visit was private and 
said he was the guest of the Soviet ambas- 
sador. However, Tikhvinsky is- said to 
have had unofficial talks. with Chinese 
Foreign Ministry leaders. A likely conclu- 


sion is that Tikhvinsky was on a scouting 


mission, investigating China’s views about 
resuming discussions. 


I: Sino- Soviet talks do gët under way, one 


area unlikely to feel any immediate ef- 
fects of a warming trend is trade. For both 
nations; trade with each other amounts to 
а very small part of their overall foreign 
trade. The two countries signed а trade 
agreement for this year in April with the 


"target figure approximately 1759300 mil 
lion. The figure marks à significant — 


nearly 50% — increase in trade over last 
year, but only brings it back to slightly 
below its 1980 level. Bilateral trade drop- 
ped drastically last year because China 
changed its import demands and was more 
interested in buying food and light i 
products than the heavy i 
machinery: the Soviet Unio 


he Chinese are eager to buy 
m the Soviet "Union, since transpo 
k dee Н 


there will be; 
| tions until t 
Afghanistan and stops helpin 
: to dominate the rest of Indo 








. Now: the - Chinese leadersh ip has 
seemed of its fences wii 


potu рта а илер increase in 


trade, cultural and sporting exchanges. - 

If Peking holds to its past pos 
thaw in: politica 

Soviet Union gets out of 


Peking shows no sign of ha 


грей its insi 
pulled ba 


Sino-S 
condition. 


y FeKing 
cupied by Moscow over and 


19th century border онн 


way system is strained t to capacity, m 
massive shipments of grain that 
Baltic ports and ferrying troc 
ghanistan. 
Economy-watchers have seen évidence 
lately thatthe Chinese have not been satis- 
fied with the quality of'Soviet cotton th 
import nor with the volume of chemi 
fertiliser they receive. On the other h 
the Chinese may see in the Soviet Union, 
rather than. a. Western. nation; a | 
forthcoming trade partner, that 


which is more willing to re 


exports and one whose less sophisticated, 
but also less. expensive, ii i 
ducts апа machinery are у 

China’ s present need The | 


vast political differences. All Sino-Soviet 
"trade is done on a barter basis, therefore 
the Soviet Union stands neither: to gain 
nor lose much-needed hard currency. 

HH а ars е that апу: 





| MS Em om. ы здан 


-Labo r, Loc 


Light-assembly, aie manufacturing oper- 
ations can’t maintain profitability without these 
three key elements. But where does the best possible 
combination of these elements exist? 

The Republic of Panama is the answer. 

Infact, when comparing the total picture for 
offshore assembly operations, Panama offers substan- 
tial advantages over any area. 

Labor: Panama's available labor pool of skilled and 

' unskilled workers is well-educated, 50% bilingual 
and has proven tg be éxtremely productive. Coupled 
with these factors are low minimum wages and flexi- 
ble labor laws. 

Logistics: Panama offers the most developed 
industrial-commercial infrastructure in all of central 
Latin America and the Caribbean, especially for 
light-assembly operations; ample utilities and 
hydro-electric power supply; a modern international 
telecommunications system; and an advanced trans- 
portation system with superb port, rail and air-freight 
facilities. And Panama is a major world banking cen- 
ter with $40 billion in deposits. 

An expanded industrial park in the Colon Free 
Zone welcomes offshore industries with priority 
space and all the advantages of the second largest free 
zone in the world. 

Location: One of Panama’s premier assets is its key 
location between the Americas and the Atlantic and 
Pacific. The Panama Canal offers unparalleled advan- 
tages to manufacturers. New and expanded air freight 
terminals offer daily 
flights to major U.S. lo- 
cations, and the coun- 
try’s major ports on two 
oceans provide daily 
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direct shipping to all world markets and supply areas. 1 
Incentives: Another key element is Panama’ 
positive tax incentives for light-assembly operation 
under the Maquila Program. There are no-income 
taxes, no import/export taxes, no sales tax and fhe 
U.S. places no quota restrictions on goods assembl 
in Panama. In addition to this, a single-contact “one- 
stop-shopping” agency assists foreign manufacturers 


in establishing operations by giving maximum Ser- \ 


vice and flexibility with a minimum of redtape. У 
EL 
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Panama is the optimum location for your offshore 3 
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to Moscow shows how India keeps a fine 


Mrs Gandhi's tri 





h e 


balance in its relations with the two superpowers 


By Mary Wisniewski 

Moscow: For six days in the Soviet 
Union, Indira Gandhi walked a tightrope. 
And, observers agree, the Indian prime 
minister rather gracefully completed the 
balancing act between the two superpow- 


` ers which she began in Washington in 


July. During Mrs Gandhi's Washington 
visit, she told American TV audiences 
that India has not *in any way allowed any 
friendship . . . to overshadow another 
friendship," that India does not *have any 
Soviet presence as such," and that the idea 
that India is engaged in pro-Soviet actions 
is a misconception (REVIEW, Aug. 6). 
Less than two months later, Soviet TV 
viewers watched Mrs Gandhi praising 
Indo-Soviet cooperation, toasting the two 
nations' friendship at a Kremlin dinner, 
meeting dignitaries, and travelling around 


+ the Soviet Union. The only aspect of Mrs 


Gandhi's visit Soviet TV chose not to 
broadcast was her press conference for 
foreign journalists. That event — not 
coincidentally, observers said — was the 


_ only public occasion during her visit when 


Afghanistan was mentioned. It is likely 


. that Mrs Gandhi brought up the Afghanis- 


tan issue during her talks with President 
Leonid Brezhnev, Foreign Minister An- 
drei Gromyko, Prime Minister Nikolai 
Tikhonov and other Soviet officials. In 
public, however, Mrs Gandhi appears to 
have been scrupulously careful not to em- 


— barrass her hosts. 


When the Afghanistan issue was raised 


` by Western journalists at the press confer- 
. ence, she said she had told Soviet leaders 


that India would like to see Soviet troops 
leave Afghanistan because "we are 


_ against interference of any kind." But she 


was quick to add that she believed there 
are two sides to the problem, and followed 
up with the Soviet line on Afghanistan — 
that the problem is complicated by outside 
interference in the form of arms supplies 
to anti-Soviet insurgents. 

Tass newsagency omitted Mrs Gandhi's 
remarks about Soviet troops but mention 


. of outside weapons supplies for anti-gov- 
. ernment rebels was retained. Observers 
. were not surprised: Moscow was unlikely 


to let any potentially embarrassing state- 


ments mar the elaborately orchestrated 


visit. 

She was given a prodigious welcome: no 
extravagance was spared to counter- 
balance Mrs Gandhi's friendly reception 
in the United States. Officially, her visit 
was in return for Brezhnev's trip to India 
in December 1980. The nearly two-year 
gapled ^ :peculation that the Indians de- 
layed th. trip to indicate displeasure over 
the continuing Soviet role in Afghanistan, 
while, at the same time, not delaying so 
long as to publicly insult Moscow. 

Mrs Gandhi was met at the airport by 
‘Brezhnev and was awarded the rarely bes- 
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towed honour of a guest room within the 
walls of the Kremlin. After the first of the 
private meetings, Tass said only that the 
two sides joined in condemning Israeli ac- 
tions in Lebanon, expressed serious con- 
cern over the tension persisting in South- 
west Asia, exchanged opinions on South- 
east Asia and agreed that a solution in that 
part of the world is up to the states con- 
cerned. Brezhnev took the opportunity to 
call for the demilitarisation of the Indian 
Ocean and said that Moscow is prepared 
to hold talks on Indian Ocean problems 
with all states concerned, 

Ata Kremlin dinner Mrs Gandhi spoke 


Mrs Gandhi arrives: offers of weaponry. 


at length about the strong bilateral ties 
and was careful not to mention any issues 
that divide them. She told Brezhnev: 
“You have stood by us in our moments of 
difficulties. I am sure that in your own 
problems you have found understanding 
from India even when -our political 
philosophies and systems differ and our 
views may vary." Mrs Gandhi tacitly, and 
tactfully, calmed any fears Soviet leaders 
may have had about India's improved ties 
with the US. “We want to ensure that our 
friendship retains its strength and rele- 
vance in the years to come," she told her 
host. “We must give no sustenance to 
those who try to weaken it.” 


Hows. concrete results of her visit 
were few. The Soviets repeated their 
offer to build a 1,000-mw. nuclear power 
plant and India said that the offer will have 
to be considered carefully. Indian atomic- 
energy officials said the entire Indian nu- 
clear power programme would have to be 
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The Soviet Union is India’s largest arms 
supplier — and talks about weaponry 
were almost certainly on the agenda. Dip- 
lomatic sources said Mrs Gandhi probably 
listened to the Soviet hard-sell but did not 
change her mind about buying from other 
sources as well. Defence Minister Dmitriy 
Ustinov is reported to have made tempt- 
ing offers of sophisticated weaponry, in- 
cluding T82 tanks and MiG27 fighters 
when he visited New Delhi in March. But 
Mrs Gandhi refused to change her plans to 
buy Mirage 2000 aircraft from 
France, and thereby end the Soviet 
Union's near-monopoly of military. 
supplies гопа. If new arms deals were 
struck, and diplomatic sources said that 
this is a possibility, the details were not 
being discussed in Moscow. 

The Soviet Union is building a US$3 bil- 
lion steel mill in India, and helping to de- 
velop five coalfields. Indian thermal 
power plants have long used Soviet 
generators. Aside from energy-related de- 
alings, there is an active trade arrange- 
ment. India is the Soviet Union's second 
largest trading partner in the developing 
world — and Moscow for its part hopes to 
expand trade. But analysts noted rising in- 
dications that Mrs Gandhi may be looking 
towards better markets, especially for 
India's important textile industry, in the 
West. 

The Soviets buy Indian tea, rice, coffee, 
fabrics, clothing, carpets, detergents, 
steel rope, power cables, batteries, steam 
boilers and air heaters. In return, the In- 
dians buy huge amounts of crude oil as 
well as fertilisers, non-ferrous metals and 
newsprint, All their bilateral trade is on a 
barter basis, with no hard currency chang- 
ing hands. None of the official reports of 
the Gandhi visit spelt out any new trade 
arrangements which may have been 
negotiated. The joint communique said 
only that both sides reaffirmed their re- 
solve to ensure a 150-200% increase in 
trade volume by 1986. 

Despite the public-relations ех- 
travaganza surrounding the visit, the 
Soviet Union is sincere in its high regard 
for Indo-Soviet friendship. One Western 
diplomat said it was a near-equal relation- 
ship. He said that India is one of thesfew 
examples of a country which has benefited 
from Soviet friendship without being 
sucked into the Soviet sphere of influence. 
The Indians in turn are not a drain on 
Moscow, as are its East European 
partners. E. 

The Soviet press warned Mrs Gandhi 
during her July visit to the US to beware of 
an "arsenal of Hollywood smiles" and re- 
minded her that *sweet words can turn 
into a stab in the back." But there appear 
to be no Soviet hard feelings about her 
brief foray into rival territory. Although 
the Kremlin is concerned about her roving 
eye, diplomatic sources said Mrs Gandhi's 
friendship with the US, while maintaining 
close ties to the Soviet Union, can be seen 
actually to improve the Soviets’ own 
image as a friend of a truly non-aligned na- 
tion. 
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gemi degree of distrust among 
states is normal in an international 
system which lacks any central authority 
capable of regulating conflicts. Such dis- 
trust also determines defence costs to 
states: the greater the distrust, the higher 
the costs. While distrust can be excessive, 
the costs it incurs may not always be af- 
fordable. The art of statesmanship thus 
consists mainly of maintaining an op- 
timum balance between distrust and its 
cost in order to avoid pointless sacrifices. 

The current state of United States- 
China relations has recently passed such a 
test of statesmanship. Notwithstanding 
the accompanying relief, it is obvious that 
the issue of arms sales to Taiwan 
represented only the tip of a huge mass of 
distrust between the two. Such massive 
mutual suspicion derives primarily from a 
shared habit of “globalising” their own po- 
litical values, though such values may be 
mutually irrelevant due to diametrically 
different historical circumstances. 

Truly universal values need not be de- 
liberately globalised. However, when 
passion, pride and rhetoric are attached to 
what is basically unscientific wishful think- 
ing, politicians everywhere are reluctant 


_ to accept political reality. + 


Projected on to the international scene, 
a domestically applied ideology masked as 
absolute truth can pose a threat to others 
and thus become a source of distrust. In 
the Chinese case, whether the Chinese 


. version of socialism works in that country 
is a domestic issue. The issue becomes in- 


ternationally relevant when the Chinese 


` jump to the deterministic conclusion that 
the whole. world will ultimately be trans- 
‘formed and become socialist. Despite 


their claim that revolution is not for ex- 
port, this ideological conviction of the 
Chinese constitutes a form of mental im- 
perialism. Given this potential, if not ac- 
tual, threat to non-socialist states, how 
can the distrust between them and China 
be alleviated? 

To socialist states, theoretically, inter- 


- national politics is not characterised by 
anarchy but by an international class 
Structure. In the Marxist-Leninist vocabu- 


lary, imperialism is a technical abbrevia- 
tion for external expansion and conflict 
caused by a state's capitalist internal struc- 
ture. However, this theory of imperialism 
has long been falsified by empirical evi- 
dence showing that external expansion 
and conflict actually predate capitalism, as 
in the case of primitive tribal warfare, and 
that even socialist states engage in the 
same kind of external expansion and con- 
flict as capitalist ones. 

If external expansionism can be attri- 
buted to causes other than a capitalist in- 


ternal structure, how then can the theory 


of imperialism hold and be globalised? 
Revising the international implications of 


any ideology does not necessarily entail 
transformation of its domestic applicabi- 
lity. Chinese socialism will not lose its 
validity within China with the admission 
that the whole world may not ultimately 
turn socialist, or that expansionism is not 
necessarily caused by capitalism. Aban- 
doning claims that have no empirical basis 
is not ideológical capitulation but a mere 
act of fulfilment of a scientist’s duty. The 
least a Marxist can be is scientific. 

The same criterion of scientific truth 
can be applied to other ideologies. It is 
equally absurd to claim that the whole 
world will ultimately become capitalist- 
liberal. While world-system theorists may 
have a point in showing that international 
trade since the 16th century may have 
primarily taken a capitalist mode, there is 
no reason to believe that socialist states 
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will necessarily adopt a capitalist domestic 
system despite the capitalist nature of 
their foreign trade. Likewise; even if it can 
be demonstrated that capitalism is effi- 
cient and efficacious, it still cannot be as- 
sumed that efficiency and efficacy are 
necessarily seen as the highest political 
goods in many non- Western societies. 

In the case of East Asia, there is little 
evidence linking capitalism to a liberal- 
democratic system of government. 
Perhaps with the exception of Japan 
(where democracy was forcefully 
superimposed from outside), all other 
capitalist states: in the region manifest 
varying degrees of authoritarianism not 
too different from those displayed by 
socialist states. In this regard, the govern- 
ment on Taiwan is certainly no liberal- 
democratic alternative to socialism. 


he separation of domestic politics 

from international politics and the “de- 
globalisation” of political values are thus 
the two prerequisites to peaceful coexis- 
tence. The lack of any supra-national au- 
thority or government dictates that each 
state be primarily concerned about its own 
security irrespective of the nature of its 





domestic system. In this regard, the exter- 
nal behaviour of a capitalist US and a 
socialist China should be similarly moti- 
vated and calculated. However, when the 
domestic legitimacy of politicians on both 
sides rests precisely on their ability to up- 
hold their respective global political 
values, they have to insist that the other 
side's foreign policy is ideologically moti- 
vated and calculated. Politics is sometimes 
the art of the impossible. 

One can, of course, argue that the dis- 
trust in the US-China relationship is more 
strategically than ideologically derived. 
Cómpetitive states distrust each other in 
the first instance precisely because of the 
security dilemma resulting from interna- 
tional anarchy: in the absence of any 
higher authority, your security is my inse- 
curity, and vice versa. Therefore, it could 
be argued that even if China were not 
socialist its potential, if not actual, com- 
petitiveness as a major state might mean it 
would be in the American national in- 
terest to pursue a prudent policy of *di- 
vide and rule" by supporting a de facto in- 
dependent government on Taiwan. 

However, any benefit is relative to cost. 
There is no guarantee that a divisive policy 
designed to decrease Chinese capabilities 
would not in fact backfire by inciting the 
Chinese into becoming even more com- 
petitive. Alternatively, a straightforward 
acceptance of Chinese sovereignty and 
unity might be enough benefit to induce 
the Chinese into following a more 
cooperative course. In providing this 
benefit for China without upsetting an 
existing balance, the chances of the US be- 
coming involved in a conflict with China 
should also be reduced, which in itself 
would constitute à benefit for the US. 

In the absence of trust, only the US, 
having a greater margin of security, could 
be in a position to initiate a process of ex- 
change of benefits. Should China mistake 
this for appeasement, measures could 
then be belatedly (but no less effectively) 
taken to intensify competition over many 
other areas. The bottom line is how both 
sides would weigh and balance the relative 
costs and benefits of competition and co- 
operation. 

There is, of course, the Soviet factor, 
which must have been the first as well as 
the last consideration of both the US and 
China in their recent negotiations. In the 
public realm, increased activities between 
the Chinese and the Soviets in areas such 
as trade, scholarly exchanges and sports 
must have made US decision-makers 
think twice about what sacrifices an un- 
necessary fuss over Taiwan would entail. 
Similar messages were repeated through 
less public channels. 

However, if indeed the Soviet factor 
was the strongest reason for both sides to 
have reached a compromise over the 
Taiwan issue, it may also be the weakest 
basis for continued Sino-US cooperation. 
For such a singular concern over a third 
party is open to manipulation and neither 
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protagonist will have any control over in- 
itiatives taken by that third party. 

For the Chinese to play the so-called 
Soviet card is theoretically always a possi- 
bility, but practically a myth. Given their 
frustrating. experience with the Soviets, 
and in the absence of changes in the essen- 
tials (such as Soviet troops stationed along 
their borders), there is no reason for the 
Chinese to believe that they will be ac- 
cepted by the Soviets as an equal partner. 

Moreover, reconciliation with the 
Soviets. would necessarily: arouse suspi- 
cion in the West, especially the US, with 
which the Chinese have gained some use- 
ful leverage. Therefore, it would seem 
that the Soviet option would be only a last 
resort for the Chinese in the event of a 
total collapse of relations with the US. 

However, such a Soviet option would 
cease to be credible once Sino-US rela- 
tions actually began to deteriorate be- 
cause in that event the Soviets would have 
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little incentive to cooperate with the 
Chinese in order to achieve what would al- 
ready have become a fact:-Sino-US ten- 
sion. Therefore, the threat of playing the 
Soviet card is a bargaining chip for the 
Chinese only before any actual deteriora- 
tion in their relations with the US has 
taken place, 

Exercising this threat during critical 
negotiations with the US, yet not knowing 
how. the Soviets would react, would also 
mean running the risk of possibly con- 
fronting both superpowers at the same 
time. If this line of reasoning is valid, the 
Chinese have never had a Soviet card. 

Excessive distrust makes any relation- 
ship very uncertain. Disturbance can re- 
sult from even the slightest miscalculation 
or miscommunication. The Taiwan issue 
serves as a loud reminder. The recent 
round of negotiations has been a crisis of 
style rather than substance. The substance 
is the status quo of Taiwan, which has not 
been altered. Moreover, Taiwan will con- 
tinue to receive supplies of US arms, as no 
termination date has been set. The qual- 
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itative and quantitative levels of such 
supplies have never been a real issue, 
since even a single rifle supplied to a pro- 
vince of China would be considered by the 
Chinese as violation of their sovereignty. 

The Chinese pledge to strive for a 
peaceful solution to the Taiwan problem is 
again nothing new in terms of substance. 
In view of the material and political costs 
of a military showdown, the Chinese have 
neither the capabilities nor the determina- 
tion to resolve the Taiwan question by 
other than political means. 


hat the new joint communique has ac- 

complished is to have put a crisis of 
style to rest. It began with Ronald Reagan's 
well-known remarks on Taiwan during his 
presidential election campaign. The 
Chinese had, in effect, shelved the Taiwan 
issue by agreeing to normalisation in 1979 
when the US promised only a one-year 
suspension of arms sales. Subsequently, 
when the Taiwan Relations Act was pass- 
ed and arms sales were resumed under the 
Jimmy Carter administration, Peking 
made restrained, not excessive, objec- 
tions. 

The issue was revived only after Reagan 
had taken office. The Chinese took the oc- 
casion of the Netherlands' sale of sub- 
marines to Taiwan to set an inflexible pre- 
cedent by recalling their ambassador. The 
Reagan administration responded in style 
by insisting on continuing sales of arms to 
Taiwan. The style in question can be dub- 
bed as one of trying to gain face even at the 
expense of losing it and neglecting the real 
issues. In this particular case, on the brink 
of disaster, both sides seem to have been 
humbled by their responsibilities and 
realities, This time statesmanship has pre- 
vailed on both sides. It could, however, 
have been otherwise. 

The real issue for the US is that, con- 
trary to what some politicians claim, the 
Taiwan question is not one of national 
self-determination but a protraction of the 
Chinese civil war. Even the US now recog- 
nises that Taiwan is a province of China, 
and that there is only one China. If provin- 
cial self-determination were indeed the 
business of the US, it had better be pre- 
pared to be involved in such messy situa- 
tions as Northern Ireland and Quebec. 
Nor is the Taiwan issue a legal one, for the 
Taiwan Relations Act is only domestic 
legislation in the US which is not binding 
on other states, China included. 

The heart of the matter (and it needs a 
bold and fair American statesman to 
admit it) is that the very existence of 
Taiwan, was a result of US intervention in 
Chinese domestic politics. If anyone has 
been *pushed around" over this issue, it is 
the Chinese. It should thus be realised that 
to the Chinese, Taiwan is a matter of 
right or wrong rather than cost and bene- 
fit. 

The. real issue for the. Chinese to con- 
sider is that even without further US in- 
volvement, it would still be extremely dif- 
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ficult to resolve the Taiwan problem, 
which is political in nature and needs to be 
settled through political means over time. 
Perhaps on reflection, the Chinese will 
realise that the real cause of Chinese dis- 
unity is as much Chinese internal weak- 
ness as outside intervention. In this re- 
gard, issuing rhetorical but empty state- 
ments, letters and threats is not going to 
turn weakness into strength. 

Maybe both sides have finally con- 
cluded that a moratorium over the Taiwan 
question is overdue, and better for future 
development of Sino-US relations. While 
degrees of distrust will continue to be pre- 
sent and fluctuate, one can only hope that 
their ignorance about each other will de- 
crease. 

When Chinese theoreticians begin to 
question whether the same rigid class 
structure and sentiments exist in today's 
capitalist societies as they did in 19th-cen- 
tury Europe as depicted by Marx, and 
when American journalists observing 
China stop asking. "Why aren't the 
Chinese like us Americans?" and begin in- 
stead studying how a society with several 
times the population and many times the 
history of the US can be feasibly managed, 
then and only then may both sides pause, 
look back, and ask what they must have 
missed over the years because of their 
mutual distrust. 
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THAILAND 


The assembly building: a burgeoning debate. 


Whispers in the wings 


Arthit is quick to dismiss a suggestion that a general 
election scheduled for early next year could be put off 


By John McBeth 

Bangkok: Thai military leaders are ultra- 
sensitive to predictions and speculation, 
even if sometimes they bring it upon them- 
selves by playing their cards too close to 
their tunics. So it was when prominent po- 
litical scientist Chai-Anan Samudavanija 
told a forum recently he expected what he 
called a quiet coup before April; he got a 
hotter reception than perhaps he had bar- 
gained for. . 

Talk of a quiet coup is particularly sensi- 
tive at the moment because of a burgeon- 
ing debate over whether the military- 
dominated upper house of parliament, the 
senate, will accept a downgrading of its 
role in the legislative process once several 
transitory clauses are dropped from the 
countrys constitution on April 21 
(REVIEW, May 21). Chai-Anan's point, 
rooted largely in Thailand's turbulent po- 
litical history since the overthrow of the 
absolute monarchy in 1932, is that the 
military will not want to release its hold on 
the reins of power and allow develop- 
ments to take an uncertain course. 

A lormer adviser to Prime Minister 
Prem Tinsulanond and the author of two 
recently published books on political con- 
flict in Thailand and the ill-fated Young 
Turk movement, the Chulalongkorn Uni- 
versity professor outlined two possible 
scenarios: 

» A move to drop the general election 
scheduled for early next year and prolong 
the tenure of both the elected lower house 
of parliament and the 225-man appointed 
senate for a further two years. 

» Retention of the transitory clauses in 
the constitution, or at least those pertain- 
ing to the senate which, after April 21, will 
be unable to sit in joint session with the 


lower house to deliberate legislation or 
vote on any no-confidence motions. 
Chai-Anan favours the former, his in- 
terpretation of a quiet coup played out not 
with tanks and troops but in the back- 
rooms of parliament. He believes that the 
military does not want political parties as- 
suming a supreme decision-making role. 
The statement drew a swift reaction 
from army commander-designate Gen. 
Arthit Kamlang-ek and Maj.-Gen. Pat 
Urailert, soon to take command of the im- 
portant Ist Army Region, who both dis- 
missed it out of hand. Chai-Anan is also 
understood to have been the target of con- 
siderable private criticism, probably be- 
cause of the sharp knee-jerk response 
whenever the word coup is brought up. 


[: the military prepared to let go? Apart 
from Chai-Anan, few political commen- 
tators seem prepared to make an assess- 
ment one way or the other, largely be- 
cause there are still too many impondera- 
bles to consider. Parliamentarians say 
there has been persistent talk of a possible 
quid pro quo under which the senate will 
agree to a multi-constituency system of 
voting in next year's elections in exchange 
for an extension of its current powers. 

But senior senate whip Gen. Rien Dis- 
thabachong has said on several occasions 
recently that there is no such plan in mind 
and he has made it clear he is firmly op- 
posed to efforts by Prachakorn Thai Party 
leader Samak Sundaravej to revive the 
voting issue. 

The 1979 elections, held under the pro- 
visions of the transitory clauses, allowed 
for a system in which provinces were di- 
vided into constituencies with individual 


party candidates standing in each. But in 
the main body of the constitution, which 
becomes effective after April 21, a new 
system will be introduced which makes 
each province a single constituency and al- 
lows a slate of candidates, all of whom 
would win seats in the lower house if their 
party gained a plurality of the votes. 

The military's view is that the second 
electoral blueprint will introduce a greater 
measure of stability into Thai politics by 
reducing the number of small parties and 
encouraging the growth of the larger and 
more established groupings. Samak, how- 
ever, sees it as a major blow to his ambi- 
tions of making inroads into the provinces 
from his Bangkok stronghold, where he 
captured 29 of the 32 seats in 1979. Some 
observers feel Prachakorn Thai could also 
see a serious erosion of its support in the 
capital itself as a result of the change. 

A bill to amend the constitution in 
favour of the old multi-constituency $ys- 
tem was defeated in June and if some of 
the major political parties are lukewarm 
about the idea, they are solidly opposed to 
it being used as a trade-off with the senate, 
as the leader of one of the smaller parties 
has proposed. 

While experienced observers do not 
rule out the possibility that the senate is 
saying one thing in public and doing some- 
thing different behind the scenes, at least 
one high-ranking army officer maintains 
that Chai-Anan and other analysts who 
fear a quiet coup are out of touch with cur- 
rent realities. He appears to paint a pic- 
ture of a far more enlightened military 
which has undergone a significant shift in 
its perception of where the balance of 
power should lie. 

How this should be translated is uncer- 
tain. Arthit says he has always supported a 
democratic form of government but adds 
rather ambiguously that it must have rules 
and regulations. He also holds out the pos- 
sibility of future military intervention if 
the Kingdom's stability is threatened, a 
familiar phrase open to wide interpreta- 
tion given the army's past impatience with 
civilian politicians. 

Certainly, most MPs are opposed to an 
extension of the senate's powers after the 
election, even if there is room for doubt 
that the poll will throw up a government 
capable of standing alone. Recent shifts 
within party ranks have tended to muddy 
the political scene and with Prem unlikely 
to make any decision on how he will play 
his cards until at least December, predic- 
tions on the course of events are difficult 
to determine. 

Much rests also on when the administra- 
tion decides to dissolve parliament. If it 
waits until the automatic expiration on 
April 21, elections will go ahead 60 days 
later — probably June 19, the first conve- 
nient Sunday. If it does so beforehand, 
then the elections must take place within 
90 days. An earlier election would be pre- 
ferred by voters because it would fall dur- 
ing the dry season. Much more important, 
it would make the current debate over the 
voting system meaningless because the 
transitory clauses would still be in force by 
then. 
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corporate treasurers need up-to-the-minute money-market infor- 
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Any bank can lend you money at 
a rate. At The Morgan Bank we 
try to add value. How? By com- 
ing up with innovative solutions 
to short- or long-term financing 
needs. By understanding and 
anticipating developments in the 
world's money and capital mar- 
kets. By helping vou act in time. 


Here's why treasurers of major 


multinationals increasingly turn 
to Morgan to achieve corporate 
funding and investing goals. 

Morgan gives you experience. 
No bank knows more about the 
interrelated elements that affect 
financial markets——interest rate 
differentials, currency fluctua- 
tions, capital flows, central bank 
strategies. Around the world, 
around the clock, Morgan people 
exchange vital information and 
ideas. They learn what's going 
on, and so will vou. 

You'll get a global perspective 
—from the country-by-country 
analyses of our international 
economists to interest rate and 
currency judgments Бу our for- 
eign exchange specialists. 

Morgan concentrates. We 
specialize in serving corporate, 


institutional, and government 
clients. And we've centralized 
all our money-market activities 
in our Treasurer's Division. 
Whether located in New York or 
in other world financial centers, 
our traders, analvsts, and portfo- 





In Morgan's Tokyo foreign exchange department, 
Kemp Mitchell and Hisashi Okada. 





lio managers are close to their 
markets and in constant commu- 
nication with each other. And 
their expertise is readily available 
to all our banking officers. 

This unified approach gives 
The Morgan Bank and its clients 
more speed, more contact, more 


knowledge than ever before. 

Morgan’s needs parallel yours. 
Our treasurer needs to raise 
funds and invest for our bank 
just as you do for your company. 
Since our interests are alike, we 
use the same skills, data, and 
advanced technology to help you 
that we use to manage our own 
portfolio and worldwide positions. 

Morgan is fast. You'll be 
impressed by how quickly we 
respond to vour requests and 
make major commitments. 
That's because we know the 
sources and users of funds, how 
to gain access to them, and the 
best choices to meet your corpo- 
rate needs. And we're not bound 
by red tape. Morgan officers have 
the authority to make decisions 
on their own, on the spot. 

Morgan is a market-maker. 
We make markets in U.S. gov- 
ernment and agency securities, 
money-market instruments, 
municipals, gold bullion, Euro- 
bonds, foreign currencies. 

The markets we make are 
large enough so that even our 
biggest clients can deal within 
them—and know that our spreads 
will be among the most competi- 
tive in the industry. 

Morgan helps you manage 
liquidity. When you have sur- 
plus funds to invest we give you 
a choice of investment options 
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Four of the Morgan officers who solved a client’s long-term financing problem with a foreign currency borrowing privately 
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that cover the full spectrum of 
money-market instruments. 
When you need money we pro- 
vide competitive short-term 
credit for working capital and 
other purposes, in dollars and 
local currencies. 

Morgan is good for the long 
term. Among the growing num- 
ber of longer-term financing 
options we offer are loans for 
fixed assets and for project devel- 
opment. Morgan also arranges 
private placements in various 
currencies with U.S. and foreign 
investors. Through our London 


subsidiary, Morgan Guaranty 
Ltd, we're one of the fastest 
growing underwriters of fixed- 
rate, floating-rate, and converti- 
ble securities in the Eurobond 
market. 

Morgan gives you money- 
saving ideas. Because The 
Morgan Bank makes major com- 
mitments as principal in both 
capital and foreign exchange 
markets, we can often help 
reduce the cost of your dollar and 
foreign currency financings. We 
can also show vou how to reduce 
the effective costs of vour total 


financing through efficient tax 
planning. We'll develop new 
wavs to protect vou against for- 
eign exchange exposures. And 
we'll alert vou to hedging and 
arbitrage opportunities 
Morgan is ready to help you. 
Talk to the Morgan officer who 
serves vou, or write directly to 
Robert G. Engel, Executive 
Vice President and Treasurer. 
Morgan Guaranty Trust Company 
23 Wall Street, New York. 
New York 10015 
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Promises, promises — but the 


The September session of the Chinese 
Communist Party’s 12th Congress showed 
that setbacks, shocks and turn-abouts have 
by no means been eliminated from China’s 
political life. Top leaders who had been re- 
peatedly giving assurances that they 
wanted to step down and make room for 
younger men ended by changing their 
minds and staying on after all. New blood 
has, however, been entering the party’s 
= high echelons and a way has been found to 
continue making use of the experience of elderly central com- 
mittee members even after they leave the august body. 

As always in China, it is a problem of political line. Deng 
Xiaoping and his leadership group have been working for six 
years to reverse the line followed by Mao Zedong in the last de- 
cade of his life but not all top cadres in the party, government 
and armed forces can keep up with their pace or agree with their 
fundamental viewpoint. Nobody at a time like this sticks out his 
neck and says: “I am in opposition." But the groundswell of dis- 
content and anxiety aroused by some of Deng's more far-reach- 
ing policies is obvious. 

The People's Liberation Army (PLA) has the most griev- 
ances. Starved of new technology and armour, indicted for arro- 
gance and privilege-seeking and no longer particularly attractive 
as a career option for rural youth, the PLA has had to swallow 
seeing five of its former top commanders go on trial for treason 
less than two years ago. The more the army grumbles, the tighter 
Deng takes hold of it. As top man on the party politburo and 
chairman of the new Advisory Commission, Deng might seem to 


enough clout already. But 
————2 — on top of that he is holding 
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ON OTHER PAGES — would have to square 
"е, ta a ee up to criticism from the 
Foreign Relations PLA, from top govern- 
The Social Scene ment ministers aggrieved 


about the cutback in heavy 
industry and from provin- 


Foreign Trade 


Agriculture — — — — cial first or second sec- 
Industry retaries worried about the 
Special Export Zones —_ 61 promised purge of party 
Ol Se Dd ranks. So Deng has simply 
sat tight together with his 
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The gerontocracy: (top left) Nie Rongzhen and Marshal Ye Jianying 
[wearing cap); (centre) Ye (supported by a nurse) with Hu Yaobang, Lu 
Dingyi and Chen Yun; (bottom) Song Rengiong, Yang Shangkun, Chen 
Yun, Lu Dingyi and Yao Yilin. 
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veteran stalwarts, Marshal Ye Jianying and economic planners 
Chen Yun and Li Xiannian. 

The opposition encountered by Deng must have been consi- 
derable for him to give the lie to what these old men and he him- 
self had been saying for months past: that they would serve as 
examples of the timely retirement prescribed for all other 
elderly cadres. As always, there is one rule for the leaders and 
another for everybody else. 

As though to point up the military aspects of the conflict, De- 
fence Minister Geng Biao has been dropped from the politburo 
— reportedly the PLA does not like him though he һаз a good 
military record. Gen. Xu Shiyou, once Deng's ally and protec- 
tor, has moved over to the Advisory Commission. Chen Yun has 
been confirmed appointed head of the beefed-up Discipline In- 





FOREIGN RELATIONS 


! spection Commission. New members of the‘ Politburo have a 


high average age and are typically well-known victims of the 
Cord Revolution rehabilitated by Deng. 

New members of the Politburo include Yang Shangkun, first 
secretary of Canton Municipality party committee and newly 
appointed permanent vice-chairman of MAC; Liao Chengzhi, 
expert on Overseas Chinese and Japanese affairs; Hu Qiaomu, 
pro-Deng party theorist and former president of the Academy 
of Social Sciences; Xi Zhongxun, chairman of the National 
People's Congress Legislative Affairs Commission; Wan Li, 
state councillor and previously minister of the State Agricul- 
tural Commission; Song Rengiong, head of the party's organisa- 
tion department and Yang Dezhi. PLA chief of general staff. 

Yao Yilin, mastermind of the national budget, becomes an al- 
ternate member, as does Qin Jiwei, Foreign Trade Minister 
Chen Muhua remains an alternate member, A little military 
padding of the politburo is constituted by Marshals Xu Xiang- 


Testiness about love, tennis and 


the Vietnamese 


hina has heightened its diplomatic posture noticeably in 

recent months, with sharp responses to what its leaders 

see as slights to their national self-esteem. American arms 
sales to Taiwan, French lovers and Vietnamese border incur- 
sions — Peking has risen up to denounce them all, even at some 
risk to the smooth development of its foreign policy. 

While proclaiming continued support for Third World coun- 
tries against the superpowers, however, China has limited that 
support to verbal declarations — except in the case of Cambodia, 
where anti-Vietnamese forces are receiving considerable quan- 
tities of Chinese supplies. 

The crisis of the year has been the dispute with the United 
States over Taiwan. In Augusta truce was declared in the form of 
a vaguely worded commitment on the part of the US not to raise 
the level of arms sales to Taiwan and to review in due course the 
whole question of such sales. China for its part indicated that a 
military solution to the problem would only be a last recourse. 

President Ronald Reagan — to some extent bearing the legacy 
of the previous Jimmy Carter administration and its Taiwan Re- 
lations Act — had to consider his domestic Taiwan lobby and 
rightwingers such as Sen. Barry Goldwater. At the same time 
then vice-chairman Deng Xiaóping and Premier Zhao Ziyang 
could not be seen domestically as showing any weakness over the 
issue. 

The Americans could be forgiven for believing they had called 
the Chinese bluff: Peking was not about to downgrade links with 
the US over this issue if it could possibly avoid doing so. The es- 
sential thing was not to behave as though a bluff had been called 
because face was the real issue at stake. Reagan carried this off 
well. The visit by ex-president Richard Nixon to Peking in the 
second week of September helped to affirm that the Chinese 
leaders, while still annoyed about the arms sales, placed great 
faith in the long-term development of their relations with the 
US. Nixon became the first foreigner to have talks with the newly 
restructured Chinese leadership. 

China had difficulty forming its view on the quarrel between 
the US and its Nato allies as to whether the latter should sell US- 
originated technology to the Soviet Union for use in the natural 
gas pipeline from Siberia to Western Europe. The normal incli- 
nation of the Chinese Government would be to support the 
Europeans, but Peking is opposed to measures which make 
Western Europe more dependent on the Soviet" Union so it 
merely stood back and noted the dispute. 

For the first time, China publicly showed interest in buying a 
specific Western arms system — French Mirage 2000 jets. Mili- 
tary circles were waiting to see whether the leaders' talks with 
British Prime Minister Margaret Thatcher in September would 
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betray any interest in British systems — for instance, the Sea 
Harrier jump-jet which performed well in the Falklands conflict 
against older models of the Mirage. 

China's attitude towards the Soviet threat, whether to itself or 
towards Europe, is more relaxed than in the 1970s. A Soviet in- 
vasion of China is no longer seen as anything more than a remote 
prospect, though China is still refusing to entertalks aimed at im- 
proving relations with the Soviet Union until the latter "shows in 
deeds, not words" that it is sincere and withdraws some of its 
million-strong forces on the Chinese border and in the Mongo- 
lian People's Republic. 

Although concerned at the unstable situation in Southwest 
Asia — especially the fighting between Iran and Iraq and the 
long-term threat to Pakistan posed by the Soviet occupation of 
Afghanistan, the Chinese — like everyone else — have had their 
attention diverted by the Lebanon crisis. While opposed in prin- 
ciple to Israel, the Chinese Government seems relieved that the 





Whitewashing history: Japanese soldier ‘advancing’ in Nanjing. 
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Joining the secretariat аге Deng Liqun. vice-chairman 
Academy of Social Sciences who has headed the secretariat Po- 
licy Research Office; Yang Yong, PLA deputy chief of general 
staff; Chen Pixian, first secretary of Hubei province and for- 
merly disgraced vice-mayor of Shanghai; Hu Qili, chairman of 
the Communist Youth League; and alternate members Qiao 
Shi, head of the party's International Liaison Department and 
Hao Jianxiu, leader of the Women's Federation. 

Hua, demoted by Deng from the positions of chairman and 
ain since Mao's death, seems willing to undergo almost any 
umiliation to hang in there in case he can ride back on some fu- 
ture leftist tide, but the almost morbid rigidity of the standin 
committee of the politburo — Deng, Chen, Hu, Zhao, Marsha 
Ye and Li — or the mixture as before minus Hua, shows their 
lack of faith in the strength of cohesion of successors. Шш 





instability of the Middle East has not led to Soviet intervention 
there, but on the contrary has made the Arab world dependent 
on US diplomacy in the search for peace. Chinese commentaries 
have hinted that Peking considers the Palestine Liberation Or- 
ganisation too stubborn in its search for a military solution and 
too careless of building support and alliance with the rest of the 
Arab world. 

The joker in China's diplomatic pack this year has been Japan, 
with its tactless changes in school textbooks suggesting a desire 
to whitewash some of Japan's aggressive actions and atrocities in 
China from 1931 onwards. Joining with the South Koreans, Pe- 
king furiously denounced this rewriting of history which at one 
point seemed likely to force a Ses cer os of Prime Minister 
Zenko Suzuki's scheduled visit to China. The Japanese minister 
of education was forced to cancel his proposed visit. Tokyo 
eventually mollified the Chinese by promising to review the 
textbooks in due course. a 

Thornier and more bristling with economic implications is the 
problem of Hongkong. After years of being lectured by British 
and US businessmen on the need for a clear statement of Pe- 
king’s intentions towards Hongkong, the Chinese Government 
in July produced its first outline of a solution. Peng Zhen, top au- 
thority on legal and constitutional matters, suggested that 
Taiwan, Hongkong and Macau should in future be made “special 
administrative regions” of the People’s Republic. Peng did not 

* indicate that this would be put into effect at the same time for all 
three territories; initial shivers which hit the Hongkong business 
community were to some extent caused by the anticipation that 
changes might be foreseen before the 1997 expiry of the New 

Territories lease. 

Signs are, in fact, that Peking is looking on 1997 as the appro- 
He date fora change of sovereignty — real or cosmetic — for 

ongkong at least. Controversy focuses on the question of how 
much real Chinese control would be established and how inter- 
national investors’ confidence in the territory's vigorous econ- 
omy could be sustained. This was plainly going to figure large in 

Thatcher's visit to China from September 22 and to Hongkong 
` from September 26. 

Regionally, China continues to view the Vietnamese occupa- 

tion of Cambodia as the biggest problem of the 1980s. Somewhat 
to Peking's surprise, Prince Norodom Sihanouk did what he had 
hesitated to do in recent years and joined the Khmer Rouge and 
the forces of former prime minister Son Sann in an anti-Vietnam 
front. & 
China continues to denounce Vietnam severely and the Soviet 
Union for its support of Hanoi and sees little likelihood of a poli- 
tical solution until Vietnamese troops are withdrawn. A resump- 
tion of large-scale hostilities between China and Vietnam is not 
ruled out. 

Political irritants continue to get in the way of China's rela- 
tions with Western countries. Defections, the arrest for re-edu- 
cation of a Chinese woman who wanted to marry a French dip- 
lomat and angry reactions to various editorial comments in indi- 
viduals US newspapers — all these show that China is perhaps 
still somewhat over-sensitive about the pinpricks of interna- 
tional relations. And of course the chief beneficiary of small 


spats between Peking and its Western friends is Taiwan. n 
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Foreigners are 
dangerous 
— official 


С access to foreign luxury products — especially к 1 













electronic goods — has been increasing the incidence of —— 

corruption and smuggling and making young people _ 
sceptical about socialism and its alleged benefits. The leadership — 
also dislikes love affairs and marriages between Chinese and — | 
foreigners which have become increasingly common. They — 
cause consular, even political problems and lead to à degree — 
of exchange of information beyond what is thought desir- 
able. 

The word went out early this year that foreigners were danger- 
ous and ordinary people should have as little private contact — — 
with them as possible. : 

Over the past few months China has been beating a retreat 
from the policy of opening the country up to more foreign con- 
tacts at person-to-person level. Despite protestations that the 
open-door policy is still in effect, in practice it now applies 
mainly to trading and other official links with foreign countries. 
The reasons for the once-again restrictive policy over free con- 
tacts are plain. Foreigners were getting to know more about — 
China than the authorities thought healthy, and — perhaps 
more disturbing to officialdom — Chinese people were becom- 
ing much more knowledgeable about the outside world and its 
allures. 

Until then — at any rate since 1978 — quite extensive private 
acquaintanceships, mostly struck up as a result of contacts at Pe- 
king's Democracy Wall in 1978-79, had survived the banning of 
wall posters. Discreet contacts continued, though Public Sec- 
urity Bureau (PSB) agents often harassed Chinese who met 
foreigners privately and tried to intimidate them into breaking 
off such friendships. A few people thumbed their noses at the 
PSB and continued seeing sabi. fsa but by August nearly all 
had got the message and stopped coming around, | 

Hotels have been ordered to be much stricter about letting 
Chinese in without registration and the registration form has be- 
come a lengthy questionnaire about the visitor's identity and. 
reasons for entering the premises. Taxi-drivers have to reportif — 
a Chinese has taken a ride with a foreigner. Predictably awk- — — 
ward situations keep arising in the case of Overseas Chinese or — — 
residents of Hongkong and Macau of whom quite large numbers | 
visit or reside in Peking and other cities, working for foreign — 
firms’ business representative offices, doing business in their _ x 
own right, studying or teaching in universities and colleges. m 


verseas Chinese and “compatriots from Hongkong апа — 
Macau” have to show their identity documents before | 
being allowed into the Friendship Stores where only 
foreign currency certificates or credit cards are accepted. With — — 
the greater variety and better quality of clothing seen on the 
streets nowadays, it is no longer so easy to distinguish at a glance 
between local residents and Overseas Chinese. i 
A Hongkong Chinese visitor, asked to show his identity docu- : i 
ments at the Friendship Store, pulled out four HK$1,000 ' 
(US$163.4) notes and said: “This is my passport." They let him ; 
in. { 
PSB agents made fools of themselves at the American-style — N 
joint-venture hotel, the Jianguo, in September when they burst — 
into the room of a United States TV.correspondent to find him | 
chatting demurely with a young Canadian woman of Chinese de- 
scent over a bottle of mineral water. For several hours the two «| 
were interrogated as the police refused to believe the woman · 
45 
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was not a Chinese citizen. In the end they fined the cor- 
respondent Rmb 40 (US$20.7) for not registering her at the 
desk. , 

Sexual contacts between foreigners and Chinese who are not 
married to each other are absolutely banned and will earn the 
Chinese citizen concerned a stiff term of disciplinary detention 
without trial, if not a spell in prison. 

Foreigners wishing to marry Chinese citizens must 0550 in 
China, for the Chinese partner will not be given an exit visa to 
marry abroad. First, the couple must obtain the approval of their 
respective work units and the Chinese person's family. Then 
they need the approval of the PSB, which means the foreign 
partner must get a document from his or her home town to the 
effect that he or she is not mar- 
ried already and is of good 
character; then a medical cer- 
tificate showing no evidence of 
disabling or infectious disease. 
After further formalities a brief 
marriage ceremony is held by 
local authorities. It is easier to 
get permission if the couple 
plan to leave China as soon as 
they are married. 

Despite lingering race pre- 
judice, most Chinese families 
seem happy if one of their 
offspring marries a foreigner as 
it is an easy path to eventual 


ople dream of. However; 
in the event of another fanati- 
cal mass-movement like the 
Cultural Revolution, it can 
be a dangerous liability. 
Some such marriages in the 
past have arisen from ac- 
quaintanceships struck up 
by foreigners and Chinese at 
dances, which were becoming 
very popular until banned 
some two years ago. Even the 
foreigners-only disco at the 
Minorities Palace of Culture 
in Peking was recently closed 
down. Pop music is denounced 
as "corrupting" and young 
people are urged to listen 
instead to “healthy music" 
— songs about the revolution 
and the deeds of the People's 





Liberation Army, for in- 
stance. 
here has been a massive 
ў increase in what the au- ду Na, 19: top player and defector 
thorities call rno- 


graphy — often pretty mild by Western standards — and obscene 
films or video. Some people have been prosecuted for operating 
private movie shows. None of this has checked the present wave 
of scepticism and even cynicism, especially among students and 
intellectuals. It is fashionable to laugh at party activists or people 


- applying to join the party on the grounds that they are prigs and 


climbers; and people are shy of taking responsibility on the 
never-volunteer principle. 

Anxiety and depression are widespread among students tak- 
ing entrance examinations for institutes of higher learning. Only 
a handful of candidates pass and the 96% or so who fail are 
prone to feelings of failure, letting down their families and a bor- 
ing, unrewarding job. Exam suicides are not uncommon. Even 
graduates are often disappointed by the state's assignation of 
them to remote places where their qualifications may not be 
used to best advantage. 
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ents in- > inte al life 
since | [ dca: have been massive. Hundreds of 
new publications have been released on a wide range of topics, 
while literary journals aré flourishing and аге Sometimes topics 
of critical and political debate. 

The cinema is churning out love stories and historical films 
and British TV serials and feature films are being used to speed 
language training. 

China's athletes are coming along well and the country will 
probably take quite a few medals at the next Olympics. (China 
followed the US lead in boycotting the Moscow Olympics be- 
cause of the occupation of Afghanistan.) The women are par- 
ticularly strong, for instance in pingpong, volleyball, Western 
fencing and pistol-shooting. 

Tennis players are being intensively coached, though there 
are no public facilities for this sport in China. Ironically, the top 
woman player defected to the 
US this year. 

The country went wild when - 
the women's team won the inter- 
national volleyball championship 
last year and there was a minor 
riot outside the US Embassy. 
International soccer events have 
millions of people huddlec 
round their TV sets eager to sec 
China work itsway uptheleague. 
TV is the biggest social revolu- 
tion in China since the bicycle. 
Peking opera, foreign-language 
courses, US network news clips, 
popular science, orchestral and 
choral music, classic films — 
and a fair admixture of good- 
old-fashioned junk — have 
brightened people's lives im- 
measurably and relieved the 
boredom of life under socia- 
lism, 

There has been a surge of in- 
terest in Chinese martial arts, 
including such ritualistic fit- 
ness cults as Taijiquan and 
swordplay. The Shaolin mon- 
astery — so beloved of Hong- 
kong's Shaw brothers — has at- 
tracted starry-eyed boys seek- 
ing to be enrolled to study 
under a champion monk (they 
are sent home). Another, more 

dangerous cult is Qigong, 
a form of karate with yogic 
elements, which can some- 
times be seen performed 
” on the streets while somè- 

к— body passes a hat round. 
Traditional Chinese раѕ- 
times have made а comeback: 
w old men are again taking their 
cage-birds out for walks and 
comparing notes with other enthusiasts at bird markets. Crickets 

are being fought again. 

Chinese cities have regained a little of their old-world charm 
with the opening of numerous ancient or historical sites, restora- 
tion of buildings and archaeological research. Finds in recent 
years — including thousands of life-size pottery warriors and 
horses from the emperor Qin Shi Huang’s tomb near Xian — 
have made China the most exciting country for such troves. 

China has been made more accessible to tourists on low 
budgets: it is possible to get an individual visa for up to 20 cities 
and travel around on buses, trains and ferries, putting up at 
Chinese-style hotels cheaply and with minimal interference by 
local authorities. 

This contrasts strongly with the clampdown on person-to-per- 
son contacts between Chinese and foreign residents which, it is 
hoped, may be only temporary. ۰ 
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'scale grain imports, which have grown 


ontinued growth in exports to US$22.4 billion coupled 

~ with a 4% drop in imports to US$18.6 billion last year led 

to a US$3.8 billion trade surplus — China's biggest ever. 
Despite the ominous world trade climate and new signs of pro- 
tectionism in some of China's major markets, this year's trade 
surplus should easily exceed last year's mark. Six-month figures 
from the State Statistical Bureau show exports up 8.7% over 
ric eas 1981, while import value is said to have dropped 

1.8%. 

It should be Said at the outset that the 1981 figure for import 
volume given above, based on trading-partner data compiled by 
the United States Central Intelligence Agency, do not match 
Chinese official statistics, which showed imports increasing by 
11.2% (expressed in US dollars) and a surplus of only US$6 mil- 
lion. Part of the discrepancy is a result of the Chinese practice of 
stating imports in cif terms, rather than stating both imports and 
exports fob. However, the variance between the two figures 


which ¢annot be accounted for by the cif/fob differential has in- ` 
creased in the past two years. Since China does not issue.com- - 


prehensive trade breakdowns by country ~ 
or commodity it is impossible to reconcile 
— or explain — this wide gap. 

Be that as it may, the sharp drop in im- 
ports which the Chinese claim for the first 
half of 1982 suggests that official statistics 
will agree with outside observers in re- 
cording a substantial trade surplus this 
year, at least. This is an extremely en- 
couraging 2m in several respects. Moder- 
nisation arid economic reform program- 
mes now under way are premised on sub- 
stantial purchases of foreign technology 
and injections of foreign capital over the 
next two decades. Gradual improvement 
in living standards since 1976 and to come 
are inseparable from continued large- 


from an average 4.6 million tonnes per 
year over 1970-76 to more than 13 million 
tonnes last year and will probably register 
nearly 15 million tonnes for 1982. 

The open-door policy of expanding 
foreign trade and investment is a remark- 
able volte-face from the Maoist principle 
of self-reliance and to some conservative 
Chinese leaders the implicit risks of such a 
policy loom large. Their qualms have been 
eased by the demonstration that China 
can sustain export growth even under ad- | 
verse conditions in world trade and restrain import spending 
when necessary. These results will buttress confidence in China 
in undertaking debt to finance investment. As a principle, China 
is committed to holding debt-service obligations to no more than 
15% of projected foreign-exchange earnings. Recent results 
support much more optimistic assumptions about Peking's fu- 
ture capacity to import and borrow than seemed likely one ór 
two years ago. 

China maintained 15.795 export growth last year at a time 
when world export volume was stagnant and developing coun- 
tries’ export declined. Light manufactured goods and energy €x- 
ports accounted for most of this growth, following the trend of 
recent years. After the usual export surge in the final quarter, 
total 1982 growth should register annual growth of 5-6%. 

Petroleum exports rose 10% in 1981 and 21% for the first half 
of 1982. This is far below the 8396 growth rate registered in 1980, 
which was partly due to price increases and an important factor 
in the levelling of export growth last year: petroleum accounts 
for 20% of the total value of Chinese exports. Crude prices were 
steady for most of 1982 and have declined since late last year in 
response to the temporary world oil glut, so the reported in- 
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crease in the first half of this year represents a more than 20% 
growth in tonnage as well as continued expansion of exports of 
refined petroleum products. Half China's petroleum exports go 
to Japan, about 12% to Hongkong and 7% to the US. 
Coal exports nearly doubled last year, but the total value — — 
(US$427 million) was less than 10% of the value of petroleum 
exports. Transport and port facilities remain key constraints and 
when the specialised coal-export ports of Shijiusuo and 
Qinhuangdao — both of which are receiving Japanese financing 
assistance — are completed coal exports should grow rapidly. 
Textiles, including yarn and fabrics earned US$3.3 billion last 
year, up 13.6%. Clothing exports are growing faster, up 26% to D 
US$2.2 billion in 1981. Both are entering a period of difficulty _ 
because of protectionist pressures in developing countries. The —— 
US, which bought about 11% of China's textiles and textile pro- — 
duct exports (US$378 million) in 1981, wants (о limit the growth — 
of clothing imports from China. Similar resistance is being en- — 
countered in European Economic Community. TE 
Textiles have been the classic engine of export growth forthe 
+ Asian success stories of Japan, Hong- | 
kong, Taiwan and South Korea. Japanhas _ 
moved on to bigger and better things but — 
the others still crowd the field and compli- — 
cate China's efforts to follow this develop- — | 
ment pattern. Trade officials in develop- — 
ing countries, in addition to balancingthe — 
demands of consumers and Asian expor- — — 
ters against threatened local industries, — 
face the difficult problem of reconciling — ' 
the determination of traditional Asian — — 
producers to maintain their marketshares — 
with the entry of China as a new producer. \ 


he entire apparatus for resolving — — 
PT sxe disputes — cobbled together — 
in the post-war period — is coming — - 
under strain caused by the arrivalofanag- — 
gressive exporter which is also a socialist 
economy. Charges of dumping, for in- — 
stance, m judgedbyreferencetothe — — 
‚ fair market price in the country of origin. — . 
But determining that price — oreventhe — 
cost of production — in China, where —— 
most prices are set by the state, is essen- — — 
tially a metaphysical exercise. US courts — 
have already had to wrestle with this pro- 
blem in connection with dumping charges — | 
against Chinese menthol and clothing ex- ~ 
ports. The magnitude of the problem is _ 
still small because the volume of Chinese exports is still modest — 
in relation to total world trade. TE 
But, as Peking pushes to expand its share of world trade from 
the present 1.1% to something closer to its 2.5% share of world — 
gross national product, trade-related tensions will inevita 
come more frequent. The need for a conceptual framework —— 
in which China's export-growth aspirations and the claims of — 
both competing exporters and domestic manufacturers inps 
the developed countries can be equitably solved will accord- — 
ingly intensify. China will attend the November Ministerial SeS- d 
sion of the General Agreement ofi Tariffs and Trade as an ob- 
server. i 
Exports of food and live animals together were US$3.5 bil- “1 
lion, 16% of all exports in 1981. Of this, about 40% went to _ 
Hongkong, which also absorbs a quarter of China's manufac- — — 
tured-goods exports. Exports to Hongkong totalled US$5.3 bil- 
lion, 24% of China's total exports in 1981, of which 27.3% was _ 
re-exported to other countries: about 10% of re-exports through — 
Hongkong go to the US. Indonesia was the destination for se 
US$228.1 million of Chinese-origin goods іп 1981. Hongkong _ 
also serves as a conduit for unofficial trade with Taiwan. China 
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imported US$390 million of Taiwan goods through Hongkong 
last year, 20% 'of all Hongkong exports to China. Exports to 
Taiwan through Hongkong totalled US$76 million. Exports to 
Japan, US$5 billion in 1981, represented 23% of total exports. 
Of this, 51% was petroleum and petroleum products and 13% 
textiles and clothing. 
Limiting imports was the key factor in China's overall trade 
surplus last year. In part, this was the delayed result of the deci- 
sion two years ago to cut back purchases of turnkey plants in 
favour of selective purchases of specific items of equipment. 
Another factor was the decline in consumer-goods imports. 
From 1978 to 1980 consumer goods were the fastest growing im- 
port category, averaging 84% annually or twice the rate of all 
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imports. China bought large quantities of watches, radios, TVs 
and tape-recorders to satisfy long pent-up consumer demand 
while the basic industrial restructuring to produce more con- 
sumer products was under way. Foreign products were also in- 
tended to raise the standards of quality and design for domestic 
manufacturers. 
Domestic production of consumer durables has shot up in the 
ast two years, approaching saturation in some urban markets as 
ess prestigious Chinese makes of bicycles, watches and other 
g start to pile up in warehouses. Motorcar imports were 
checked in mid-1981 and inthe first five months of 1982 a cam- 
paign was started to limit imports of other consumer goods that 
compete with Chinese manufactures (REVIEW, May 7). 
Japan profited most from the late 1970s Боот in turnkey 
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ts and it is now hurting most as 


those areas are cut back. Tokyo’s surplus on two-way trade with 


China, US$890 million in 1979 and US$970 million in 1980, 
dropped to only US$44 million in 1981. In the first six months of 
1985 Japan's exports to China dropped 37% ftom the corres- 
ponding period in 1981 while exports rose 14%, giving China 
nearly a US$1 billion surplus on two-way trade for the 
period. 


he US has never competed effectively with Japan as a sup- 
т: of machinery and equipment to China, much less of 

consumer goods. Over 1979-81 Japanese exports of 
machinery and transport equipment to China outscored the US 
by five to one. More than half US exports to China are agricul- 
tural goods, mostly grain and cotton, insulating the US from re- 
cent cutbacks in large-scale equipment and consumer goods. 
` Total US exports to 
China declined only 
slightly in 1981, down 
4% to US$3.6 billion. 
The only significant 
decline was in cotton, 
which dropped back 
to US$464 million 
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=== CHINA'S IMPORTS 


1980 


However, the sub- 
stantial 80% growth 
in US imports from 
China cut the two- 
way surplus in favour 
of the US from 
US$2.7 billion in 1980 
to US$1.7 billion in 
1981. That trend is 
continuing in 1982, 
again largely because 
of reduced Chinese 
imports of cotton re- 
sulting from the suc- 
cess of agricultural 
policies to encourage 
cash crops. Six- 
month figures show 
US exports to China 
declining 8.4% , while 
imports of Chinese 
goods rose 17.4%. 
Total Chinese im- 
ports of cotton for the 
first half of 1982 were 
only 308,000 tonnes 
— less than half the 
amount for the same 
period in 1981. 

The final figure for 
1982 cotton imports 
will probably show a 
less dramatic reduc- 
tion, however, be- 
cause 1981 cotton 
purchases were more than usually bunched into the first quarter. 
Increased grain imports should balance part of the reduction in 
cotton purchases from the standpoint of the US. The two are re- 
lated because the increase in cash crops production has been ac- 
complished by shifting acreage from grain. The US supplied 
over 60% of the 13 million tonnes of grain China imported last 
year. Total imports this year may exceed 15 million tonnes, 
which is near the effective handling capacity limit imposed by 
China's ports. 

' The next few years may see a shift in China's trade strategy 
as protectionism in the major markets of the US and West 
European countries limits export growth. China can no longer 
point to large two-way trade deficits with Western Europe in 
trade negotiations: overall, China's trade balance with Western 
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Simeone Miner limbalsnce still as meri 

spect to the US but it may have little effect in that country which 
now seems to lack even a semblance of a coordinated trade po- 
licy. In recent weeks a US Department of Agriculture delega- 
tion arrived in Peking to discuss grain sales only days after talks 
with a Department of Commerce team stalled on the US side's 
insistence on holding down textile and clothing imports: this was 
only a few weeks after a flap involving crackdowns on US 
technology exports to China. 

A logical alternative for China will be to look to developing 
countries as a market for its textiles, clothing and light manufac- 
tures. Exports to Asean countries nearly doubled during 1979- 
81 from just over USSI billion to US$1.8 billion. Exports to Af- 
rican countries oyer the same period rose from US$800 million 
to US$1.3 billion. A similar pattern was seen in the Middle East 
(from US$745 million to US$1.1 billion) and Latin America, 
from US$256 million to US$577 million. 

The problem will be that those developing countries which 
can most afford to purchase more Chinese goods are likely to be 
the countries; compete in the same range of textiles and 
light manufactures, or which are seeking to establish themselves 
in these areas. World recession and accompanying drops in com- 
modity prices have hurt most developing countries and their ca- 
pacity to import. 
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~ ticated marketing effort than China has been able to mount until — 


¡will be күн to develop further markets in the Third World. v 








It will also require a greatly expanded and much more рне. 


now. Much of China's sales to Japan, the US and Western - 
Europe are carried out through channels established by foreign 
traders and agents who regularly come to China or cod 
in China and from Hongkong. A much more active Chinese role - 










Finally, China will have to become sensitive to its own 
trade surplus with developing countries; overall it grew from | 
US$4 billion in 1979 to US$6.4 billion last year. 

If worldwide economic recovery and resumption of trade 
growth is further delayed it could become impossible to main- — 
tain export growth in 1983. Further drops in the price of oil, - ъ 
though unlikely, would also hurt. On the other hand, China is 
well poised to take advantage of any improvement in. the woi d у 
economic situation and will only benefit from the firming in _ 
world energy prices that will necessarily follow. : 

After the large import reductions last year and this year 
further. cuts would endanger China's modernisation" 
gramme, but this should be unnecessary. Last year's trade — 
surplus, and what is likely to be an even larger surplus үл 
will give China breathing room to maintain necessary impo 
through one or two bad years or more. ; 








AGRICULTURE 


It's getting much 
more efficient 


йоу on tue ura 


but it is especially true of this country that has so ДИР | 

arable land to grow food for so many. The total 
available for agriculture is only 99.5 million ha., about a tent of 
a hectare per person. Relative to rural population (80% of 
China's total), Japan has twice as much cultivated land per 
capita, India three-and-a-half times as much and суеп 
Bangladesh and Indonesia are marginally better off. 

Since 1952, after China had recovered pre-war production 
levels, agricultural output increased by an average 2.7% 
through 1979. Over 90% of that increase was attributable to 
larger yields — the net increase in sown acreage (about one-and- 
a-half times arable land because of double and triple cropping) 
was only 0.2%. 

Officially, the value of agricultural output in China is less than 
half that of industrial output — an artifact of a controlled econ- 
omy which, perhaps of necessity, places a much higher value on 
the products of the factory than the fruits of the field. Farmers 
outnumber workers in China three to one, 300 million people 
out of a total labour force of just over 400 million. 

That re represents only full-time agricultural laboüfers 
counted as full labour force units in commune records: it does 
not include children under 16, men over 60 or women over 50 
who contribute in varying degrees to farming work. Their par- 
ticipation has probably increased as a result of reforms re-estab- 
lishing the work team and individual family as the basic agricul- 
tural production units, rather than the commune or brigade. In 
an extended.sense, China's agricultural labour force Бете, 
almost its entire 800 million rural population except the T 
young, the sick, the very elderly and infirm. 

Those reforms, usually referred to as the agricultural tipo 
D system (ARS) have been dramatically successful. Since 

1979 agricultural output in constant 1980 prices has increased an 
average 6.5% per year. Grain production — now 325 million 
tonnes — has risen an average 3.7% despite reductions in sown 


FAR EASTERN ECONOMIC REVIEW e OCTOBER 1. 1982 


C hina lives each year by what it can grow. That is a truism, 








area as land has been shifted to cash crops. Industrial crops” 
have been where the biggest gains have been made. Over 2 
` the same 1977-81 period, cotton production has increased — — 
an average 10% per year, sugar 15%, oil-bearingcrops2696 _ УХ 
and silkworm cocoons 10%. It has been ап amazing four _ 
years and it is worth looking deeper into how this has come - 7 
about, how the system has worked. zi 
In a nutshell, material incentives for farmers are what. 
the reforms have been all about. In 1979 state agricultural = 
procurement prices were raised an average 23% after a 
4% increase the year before and in 1980 they were ~ 
lifted once more by about 7% with a further 6% last P. 
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year 

Also in 1 1980, China began to implement the new ARS firstin - 
Sichuan — where it was pioneered by Premier Zhao Ziyang— 
and gradually throughout the rest of the country. 
ARS combines the devolution of decision-making about what ; 
crops to grow and how from commune and brigade level to (ће 
work team and individual family; flexible purchasing policies. 
allow above-quota production to be sold at a premium above th 
basic procurement price, as well as greater freedom to sell som is 
products at rural trade fairs and urban markets at freely ss 
able prices. Ev 
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There is no single pattern for ARS and the degree of 
tralisation varies considerably according to conditions in 
ent areas and — in some cases — resistance to the new policie: 
by local party officials, though this seems to be waning. In the re- 
latively un erpopulated northeast, where large-scale mer- c 
chanised agriculture is a viable alternative, the commune 
mains the most important organisational unit. But even here їп 
centives provided by ARS have stimulated production. a 

In other areas, the sheer number of people the land must sup- 
port, as well as terrain and оће physical factors, make la a x 
scale mechanisation a pointless symbol: agriculture in such ai | 
has been aptly described as gardening. Here decentrali а 
has paid off handsomely. Land is assigned to individual families 
or groups of families which enter. into contracts to supply fixed _ 
quantities of grain and other controlled commodities at the basic 
requisition price, with premiums paid for above-quota produc- — — 
tion and considerable freedom to produce and sell other pio i 
ducts. J 

There is more to the success of ARS than simply tapping the T 
elemental self-interest of peasants. It is unlikely that farmers — — 
now work that much harder: to a degree they are working better, ER. 
if only because they are less subject to well-meaning but ill f. 
vised directives from above, but this in itself does not Жок 
plain the success of ARS reforms. 

Productivity in agriculture, like any other economic activity, 

49 ) 
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is a function of inputs. Increasing the amount or quality of any 
one input can improve productivity but ultimately it will be sub- 
ject to decreasing returns. The fundamental misconception of 
the Great Leap Forward was not just abandoning material in- 
centives for normative appeals, but the idea that massive in- 
creases in labour — China's most abundant resource — could 
substitute for other kinds of inputs. 

Agriculture requires investment to develop just as industry 
does but the share of investment devoted to agriculture has been 
small, about 20% -of total fixed investment mostly financed 
through local resources and including direct labour contribu- 
tions through the communes. In absolute terms, the amount is 
not inconsiderable but the effectiveness of agricultural invest- 
ment has been low, partly because investment decisions were 
made at levels too far above 
the fields and paddies where 
they were supposed to be im- 
plemented and succeed. Too 
much was spent.on the wrong 
things. 

The state and its various 
subordinate levels are ap- 
propriate agencies for the 
many kinds of investment 
projects beyond the scale of 
production teams and 
families. These range from 
huge drainage, irrigation and 
water-control schemes to 
power plants to building and 
maintaining local roads (still 
the responsibility of com- 
munes whose lands they cross 
or abut). Beyond that, the 
state must ensure that other 
necessary inputs are physi- 
cally available and try to ad- 
just its policies so that 
farmers are able to acquire 
them. 


pplications of chemical. 
A have increas- 
ed more than 7095 
since 1977, exceeding 12 mil- 
lion tonnes in 1980 or 128 kgs 
per arable hectare. Chemical 
insecticides are being applied 
in larger quantities and to 
better effect. Massive irriga- 
tion projects have been | | ge — 
shelved, at least temporarily, |. ¥ O 
but some of these had been 
ill-planned and the emphasis 
now is on improving existing systems and upgrading local water 
storage and delivery systems. 

In the medium term, sustaining the agricultural growth rate of 
recent years will be extremely difficult. One of the problems is 
that China's yields are already very high and all gains must come 
out of pushing them even higher. The net cost of each successive 
productivity increase tends to become higher and higher. 

Rice yields per hectare are already well above the world aver- 
age, though behind the United States, Japan and South Korea. 
Wheat yields are near world average, slightly less than in the US 
and have room to improve. So do those of corn and soybeans, 
both significantly below world averages. 

Growth in physical application of chemical fertiliser is likely 
to level off, but the proportion of potassium and phosphorus re- 
lative to nitrogen, which now accounts for almost all the chemi- 
cal fertiliser used in China, can be improved. 

Agricultural research to produce new, better-yielding var- 
ieties is quickening after the disruptions of the 1966-76 period 
and Chinese institutions are cooperating with international re- 





Hainan: investment is made tco far ebove padi level. 





search institutes in the US, Japan and the Philippines. pep 
the relative lack of specialised agencies to disseminate their find- 
ings, new hybrid seeds and new agricultural techniques are put 
to use relatively quickly, at least in advanced areas. 

The negative side-effects which the new agricultural policies 
are creating should not be ignored, though they pale into insig- 
nificance next to the absolute necessity of maintaining growth in 
production above the rate of population increase. 

One problem is that devolution to family-based production 
has reinforced rural preferences for sons over daughters and 
created inducements for families to maximise future labour 
power. This threatens to restart the Malthusian treadmill of hav- 
ing more children to grow more food to have more children, etc. 
Authorities have had to intensify rural planned-parenthood 
programmes. But it is more difficult to«enforce population con- 
trol measures in rural areas than in cities where the tradi- 
tional preference for large families is less powerful. Financial 
sanctions organised through 
workers' units are difficult to 
apply in rural areas. 

Another problem is that in- 
equality among different 
localities will tend to in- 
crease. Gains will be highest 
in those areas which possess 
natural advantages previ- 
ously under-utilised. Other 
less fortunate areas will re- 
main poor, whatever incen- 
tives are provided. Over the 
long term, as contrasts in in- 
come. and living standards 
widen, serious social strains 
could result. The number and 
size of disadvantaged 
localities are likelyto be such 
that attempting to equalise 
incomes through welfare 
- measures. will be prohibi- 
tively expensive. 

In other developing coun- 
tries these persons provide 
the bulk of migrants to the 
cities, but China is committed 
to tight controls. over coun- 
tryside-to-city ‘movement. 
This is necessary if China is to 
avoid the sprawling urban 
squalor that large-scale mig- 
ration would inevitably bring. 
Even if only the most disad- 
vantaged 12.5% of rural 
population were to move to 
the cities it would double 
urban populations, swamping 
the already strained housing. 
^ transport and other services. 
Under present conditions, employment for even.a fraction of 
these new arrivals would be out of the question. So, in the coun- 
tryside they will stay. 

Right now the desire to move to the city is no weaker in rela- 
tively well-off areas than it is in the poorest. People resort to ex- 
treme measures to obtain an urban registration card — licitly or 
illicitly — and illegal immigrants are common, though they are 
condemned to a difficult shadow life without ration books or 
evên the possibility of legitimate employment. An entire gener- 
ation of urban youth sent to the country in Mao's rustication 
campaign found out why: rural life is nasty and brutish, its plea- 
sures few and brief. 

But if rural incomes and living standards continue to improve 
as a result of ARS policies, some of this pressure could be re- 
lieved. For better or worse, all but a relative handful of China's 
peasants today will have to remain in the country as farmers — 
and their descendants after them — to grow food that they and 
their urban compatriots must eat. Those with goodwill towards 
China's farmers will wish their descendants to be few. 
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TABLE TENNIS 


MacPherson Stadium, Mongkok, Hong Kong. 
October 5th-9th 1982. 








Silver Kris Lounge facilities at 23 airports e Special check-in counter e Seat selection offered at time of 
booking e Baggage priority e 30 kilo baggage allowance e Specially-assigned cabin crew e A private zone 
to yourself e Exclusively designed wider seats e Never more than one seat from the aisle e Extra legroom e 
More hand-luggage space e Bigger choice of main meals e Royal Doulton chinaware e Premium wines, 
champagne, a wider choice of cocktails e Fruit basket e SIA's exclusive Premium Accommodation Plan. 
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EVERY SUCCESSFUL BUSINESS TRIP 
SHOULD BEGIN WITH A GOOD DEAL. 


SINGAPORE AIRLINES BUSINESS CLASS. 









All this for just a little more than the normal economy fare, on all our 747 flights to and from 
Europe, Australasia, the Orient and USA. En route, you'll enjoy all the comforts of 

the world's most modern fleet, plus inflight service even other airlines talk about. 

And for those who prefer even more exclusive travel, all First Class seats on our 747 


Super-B services are now fully-reclining Snoozzzers. SINGAPORE AIRLINES 
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The Citi of Tomorrow: 


It's electronic banking 
that removes barriers 
of time and distance. 


The Citi of Tomorrow 
brings you electronic banking 
services that help you do 
business anywhere you want 
to, anytime you want to. 

Our account managers 
bring you advanced technology 
that can get remittances to 
you faster, so you can put funds 
to work faster. 

They can give you immediate 
access to financial data and 
services that can help you make 
the most of your money. 

They can simplify your 
international operations by help- 
ing you track transactions in 
seconds. 

And they can connect you 
to a worldwide service network 
staffed by Citibankers in more 
than 2,300 offices in 94 countries. 

The Citi of Tomorrow. 

A commitment that began more 
than 80 years ago when 

Citibank opened its first Asian 
offices. And a commitment that's 
even stronger today. 

To see how one client is pres- 
ently using the Citi of Tomorrow, 
scan the case on the next page. 












































The Citi of Tomorrow: 


It’s innovative Citibankers 
and their future-minded 
customers. 


Robin Talwatte, deputy general 
manager of the Bank of Ceylon, worked 
closely with Citibanker Rakesh Aggarwal 
to make the Sri Lankan bank the first user 
of electronic banking on the island. 

Using Citibank's worldwide network, 
Aggarwal, a senior officer with Citibank's 
осна л ааа Banking are service marks of Citibank, М.А Sri Lankan branch, has enabled the Bank 
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The Citi of Tomorrow: 


It's helping the 

Bank of Ceylon improve 
service, profits, and 

Sri Lanka. 


Sri Lankans working in the 
Middle East or other distant 
locations often send drafts or 
bank checks thousands of miles 
to their families in Sri Lanka. 

The problem: traditional 
handling of these drafts requires 
two to three weeks before 
they can be verified and paid 
by Sri Lankan banks—a costly 
delay, since the drafts total 
almost $250 million a year. 

The Bank of Ceylon—the 
largest bank in Sri Lanka— 
challenged Citibanker Rakesh 
Aggarwal to help improve 
customer service in its island- 
wide network of branches. 

Aggarwal explained how 
electronic banking services could 
be developed in Sri Lanka to 
allow the Bank of Ceylon to 
credit funds from overseas within 
days instead of weeks. He also 
helped the Bank of Ceylon use 
electronic banking to reduce 
costly paperwork and processing. 

To see how Citibank's 
electronic banking has contrib- 
uted to the Bank of Ceylon's 
operations while helping Sri 
Lankans and the economy of 
Sri Lanka, read the piece below. 








of Ceylon to access data channeled from 
overseas correspondent banks to Citibank. 
The Bank of Ceylon can now make pay- 
ments to its customers in days, not 
weeks. 


E ' 
= ov Robin Talwatte of the Bank of Ceylon 
7 and Citibanker Rakesh Aggarwal use 
electronic banking to give this Sri Lankan 
bank a competitive edge. 


"A step ahead" 

Says Talwatte: "Electronic banking 
keeps us a step ahead. Rakesh has helped 
us simplify operations and improve service. | 
г нган is vare: riri investment in the 1 j 

evelopment of banking systems in Sri Lanka? > i 1 

To see how Citibankers can help you, P f : Cl TIBANKS 


contact an account manager. " GLOBAL ELECTRONIC BANKING 
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Service from the heart 
-a part of our tradition 





This ancient stone carving — a relic from 
Indonesia" s picturesque past — depicts a scene from the 
country 's rich and dramatic folklore. It shows the simple 
generosity which is so much a part of the Indonesian 
tradition. In Indonesia such warmth comes easily. It comes 
straight from the heart — which is what makes it unique. 

"Today at the Sari Pacific Jakarta this tradition is 
alive. You'll see it in the many little things we do to make 
you more comfortable. 

The little things that make 
the difference between mere 
service and service that comes 
straight from the heart. 

It's what makes 
the Sari Pacific Jakarta, 
the hotel with heart. 


Sari Pacific Jakarta 
The hotel with heart 


Jalan M.H. Thamrin, P.O. Box 3138, 
Jakarta, Indonesia. Telephone: 323707. 

Cable: HOTLSARIPACIFIC. Telex: 44514 HTLSARI LA. 
British Airways Associate Hotel. KLM £t Golden Tulip W oridwide Hotel. 









For reservations contact: any Pan Pacific Hotel office or telephone: Tokyo 
03-214-3001, Hong Kong 5-230824, Singapore 2500642 or Sydney 231-1125. 
Or offices of major airlines. 


Other Pan Pacific Hotels are Hawaiian Le Lagon, Seoul Tokyu, 
Kyongju T: indra Regent, Royal Cl Beach and Sonargaon. 
om okvu Hotels Internation: 
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WWF Kojo Tanaka ВСІ 


The 
Giant Panda 
needs your help 
to survive 


ONE every cighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda. 


То ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province 

А team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

'The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money 

Please send contributions to the WWF 
National Organisation in your country or direct to 
WWE International, 1196 Gland, 

Switzerland. 
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t's not really surprising that Blue Circle 
has been working in Malaysia for over 
30 years. 

In any flourishing economy, 
industrial growth is always marked by 
an increasing demand for cement. One 
of the most versatile materials to be 
found, it features in every aspect of 
construction from roads to hospitals, 
schools to airports. А 

Through its local 
subsidiary, Malayan Cement 
Berhad, Blue Circle is part 
owner of Associated Pan 
Malaysia Cement - a major 
cement producer 
in Malaysia. Over 
the years, Blue 
Circle has invest- 
ed experience and 
expertise as well 
as money in help- | 
ing Malaysia realise? 
her ambitions. 

Today APMC 
can produce over 
2 million tonnes of 
cement a year. 

More than half of 
that comes from 
the new kiln at the 
Rawang Works 
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which is the largest 


qun ` WHAT BLUE CIRCLE 
WERE DOING IN 
MALAYSIA" 


most energy efficient 
in the whole of South 
East Asia. At Kanthan, 
APMC's other works, a major 
energy-saving re-building pro- 
gramme is now underway to 
cut manufacturing costs. 

But it's not just for cement that Blue 
Circle is known in Malaysia. With its diversifi- 
cation into the bathroom business through 
Armitage Shanks, the Group acquired an 
interest in the country's biggest manufac- 
turers of bathroom fixtures. The company's 
factory in Kuala Lumpur is now expected to 
double output by 1983. 

And, other internationally-known pro- 
ducts Sandtex and Snowcem are both made 
at Rawang for sale throughout the country. 

These ventures reflect Malaysia's 
enterprise, growing prosperity and increasing 


influence on international trade and 
commerce. It is a success mirrored by the 
benefits of similar ventures in other 
developing nations. 

All over the world, Blue Circle is able 
to supply management skills and technology. 
In partnership with local interests, these 
investments help speed both progress and 
prosperity. 

In Indonesia, for example, abundant oil 
and gas supplies are giving rise to industrial 

è development which has merited 
| one of the more ambitious 
projects in the country for 
many years. As 
well as a new 
cement works, 
uc Blue Circle is 
ы EK, Y helping develop 
2-4 4 a harbour, power 
Ш. station, housing and 
other amenities. And 
there are similar 
„ achievements in 
Brazil, Kenya, 
\ Mexico, Nigeria 
and Zimbabwe. 
This overseas 
=. activity doesn't 
s mean that Blue 
Circle has 
neglected its 
commitment to 
Britain. On the 
contrary. Blue Circle 
is planning a major 
capital investment 
programme over the 
next five years, to improve 
the output and efficiency of 
existing Cement operations, and investing in 
a complete new works. 
This is just a part of the Blue Circle story. 
So, if you had no idea just how big 
Blue Circle is around the world but would 
like to find out, write to the Group Managing 
Director, John Milne, at: Blue Circle 
Industries, Portland House, Stag Place, 
London, SW1E 5BJ. 


Blue Circle 


Working around the world 








HERE TOSTAY 


BUILDING A NETWORK MEANS MOVING IN ! SETTLING 
IN, SETTLING DOWN ! STAYING ! AS WE'VE DONE IN 
THE AMERICAS ! NORTH, CENTRAL, SOUTH ! IN ALL IM- 
PORTANT FINANCIAL CENTERS ! THE DUTCH BANKER ! 
GLOBAL THINKING, LOCAL DETAIL ! FEELING AT HOME 
IN YOUR COUNTRY ! TRADING IN 140 CURRENCIES ! 
OVER 200 FOREIGN BRANCHES ! ROUND YOUR CORNER, 
UP YOUR STREET I WERE THERE! 
ABN Bank THE DUTCH BANKER 


Head Office: Algemene Bank Nederland, 32 Vijzelstraat, P.O. Box 669, 1000 EG Amsterdam, tel. (020) 299111, telex 11417. 
Regional Manager North East Asia: Hong Kong, tel. 5-236001, telex 73453. Branches in: Hong Kong, Kowloon, Seoul, Tokyo, 
Kobe, Osaka, Fukuoka, Taipei Regional Manager South East Asia Singapore, tel. 91 55 11, telex 24396. 
Branches in: Singapore, Colombo, Kuala Lumpur, Penang, Jakarta 


INDUSTRY 


The pace of 
growth may be 
too fast 


hina's economic readjustment policies appear to be pay- 
C: off. Industrial output value growth last year was 


Rmb 517.8 billion (US$265.81 billion), a 4.1% increase 
over 1980. This is far below the heady 7-10% rates of the 1970s 
but it was expected and necessary. Growth in the 4-5% range is 
in line with China's current targets and, over the near term, the 
most that can be attempted given energy and transport con- 
straints. 

The shift in favour of light industry over heavy industry con- 
tinued in 1981. Heavy industrial output dropped 4.7% while 
light industrial output grew 14.1%, overtaking heavy industry's 
share of gross industrial output for the first time. Manufacture of 
bicycles rose 34.7% , wristwatches 29.8%, radios 35.1% and TV 
sets 120%. Star performers were cameras (up 67.0% and light- 
bulbs (up 2.1%). Woollen goods grew by 11.9%, cotton cloth by 
5.9% and synthetic fibres by 22.6%, 

Early 1982 figures show that the decline in heavy industry out- 
put has been reversed but this is not necessarily a positive sign. 
The optimistic viewpoint would be that a leaner and more effi- 
cient heavy industry sector is re-emerging, better equipped to fill 
the needs of light industry. The product mix has improved. More 
emphasis has been placed on construction materials. The mod- 
est increase in steel production in the first seven months of this 
year, coming after a 4.1% 
drop last year, was fuelled 
by rapid growth in strip 
and sheet steel destined 
for manufactured goods. 
These varieties, which had 
been in short supply while 
raw steel was piling up in 
warehouses, scored in- 
creases of 76% and 128% 
respectively. 

Light industry growth 
was up 9.6% in the first 
seven months of 1982, 
about the same as heavy 
industry. But it was re- 
ported that heavy industry 
may have overtaken light 
industry output again in 
May. 

Energy production re- 
mained stagnant last year. 
Crude oil output dropped 
4.5% and natural gas 
10.7%. Coal output in- 
creased 2.3% to 620 mil- 
lion tonnes, however, and 
electricity output gained 
2.9%. Overall, primary 
energy production was flat 
at 635.3 MTCE (million 
tonnes standard coal equi- 
valent). 

But important changes 
are under way behind the 
scenes. Exploration of 
new coal reserves and new 
tunnelling at operating 
fields will provide the 
basis for sustained output 
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Natural gas in the East China Sea: overall production down 10.7%. 





growth in the future. China is investing in advanced foreign coal 
mining technology and foreign firms will be involved in exploit- 
ing new coal fields in the northeast. 

A gradual changeover from oil to coal-fired electric power 
stations is under way which will allow China to reserve petro- 
leum for transport and other areas — where much more plentiful 
coal cannot be substituted — and to maintain substantial levels 
of oil exports to Japan and other Asian customers. Railway 
development priorities have been concentrated on making it 
easier to get coal from mines in the north and northeast to cities 
where it is needed and new coal railroads are under construction 
with Japanese assistance to make Shijiusuo in Shandong and 
Qinhuangdao in Hebei into major coal export ports. 

China's major onshore oilfields, Daging and Shengli, have al- 
ready reached peak production and will shortly decline. No new 
onshore fields on the scale of Daqing — producing about 70 mil- 
lion tonnes a year, half of China's total crude production — have 
been discovered to replace it. Offshore oil remains China's best 
hope for an eventual return to growth in oil production but sub- 
stantial offshore extraction is not likely to begin until the late 
1980s. 

Until then, a steady decline is likely. United States analysts 
project a 3% drop in crude production this year and 2% next 
year, followed by declines of 4% and 2% in 1983 and 1985, ac- 
cording to a report. by Robert M. Field and Judith A. Flynn in a 
recent US congressional study. Natural gas próduction is also 
projected to decline slightly. Increased hydroelectric output will 
more than offset the natural gas decline which, in oil production, 
will have to be replaced by coal which CIA analysts see rising to 
1980 production levels this year and increasing 1.6% per year 
through 1985. Since the absolute amount of coal production 
is so large, these small increases will be enough to sustain an 
average 0.8-0.9% increase in overall energy production despite 
crude oil losses. 

These very low short- 
term energy growth pro- 
jections have direct impli- 
cations for what kind of in- 
dustrial growth rate China 
can support, Increasing in- 
dustrial output means 
making more things which 
require more energy. 
How much more is à func- 
tion „of the efficiency of 
energy use: in this area 
China has recently scored 
some startling successes. 

A useful index to energy 
efficiency in a developing 
economy is the energy/ 
gross national product 
elasticity coefficient, 
which measures the his- 
torical increase in energy 
consumption for each 1 
GNP growth. China's 
score on this scale in the 
high-growth 1970s was at- 
rocious, leading Western 
analysts to discount the 
ambitious original goals of 
the Four Modernisations 
announced in 1977 be- 
cause quadrupling рег 
capita GNP by the year 
2000 implied a corres- 
ponding six- to eightfold 
increase in energy produc- 
tion over the same period 
— clearly out of the ques- 
tion. 


Deng Xiaoping and 





- 


other leaders were clearly thinking along similar lines. Chen 
Yun was called in to take over economic planning in late 1978 
when it became clear that proliferating investments threatened 
massive budget deficits in the following year and serious energy 
shortages were already apparent: the newly completed Wuhan 
steel mill was operating at only 20% of capacity and in early 1979 
the banner of the Four Modernisations was struck and the new 
policy of readjustment took its place. 

Conservation measures have played a role in rapidly improv- 
ing China's energy efficiency, but the key factor has been the 
readjustment policy of cutting back heavy in favour of light in- 
dustry, which requires much less energy per unit of output. The 
study by Field and Flynn relates energy use to the gross value of ~ 
industrial output (GVIO) rather than GNP, thus directly 
measuring the efficiency of energy use in industry (which ac- 
counts for 70% of all commercial energy used in China). They 
found that the energy/GVIO elasticity ratio declined from an 
average 1.66 over 1965-78 to only 0.04 іп 1980. A 1981 World 
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tion level that can be sustained by a given output level in heavy 
industry. But ultimately, heavy industry must be expanded as 
well or light industrial growth will be strangled and recent fig- 
ures for the first seven months of 1982 cited above indicate that 
this point may have been reached this year. 

e consequence of this is that over the next three to five 
years any.increase in industrial output in excess of the projected 
low energy-production growth will have to be paid for mainly by 
conservation measures and some of the easy gains there have al- 
ready been taken. Upgrading the energy efficiency of existing 
plants or closing them down and replacing them will produce 
gains. Many small factories slated for elimination in the next 
year are notorious energy wasters and planners will be looking 
closely at the energy efficiency of all new plants and equipment. 
Another advantage is that China is better able to hold down resi- 
dential demand for energy than most developing countries. 

Using a computerised model of sectoral demand, Field and 
Flynn predict that China will be able to continue to reduce the 
total energy consumption of metallurgical and other heavy in- 
dustries through 1985 and hold consumption stable in the trans- 
port and residential/commercial sectors, thus allowing con- 
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Yanzhou-Shijiusuo railway in Shandong: priority or moving coal from northern mines to the cities. 


Bank study attributed two-thirds of the improvement in 
energy efficiency in 1980 to the shift from heavy to light 
industry. 


reduced to one single factor. It was necessary to reduce 

ballooning investment costs that were beyond China’s abi- 
lity to pay and to make room for investments in housing and 
other non-productive areas. The new stress on light industry sig- 
nalled the beginning of a long-delayed shift from a Soviet model 
economy dedicated to steel production and output quotas to- 
wards a commitment to satisfying consumer demands. It intro- 
duced a sorely needed note of rationality into economic plan- 
ning and growth expectations. 

The readjustment’s most vital contribution, however, may 
have been to avert a critical energy crisis and lay the foundation 
for sustained — if modest — growth in the economy while efforts 
to increase energy production and improve conservation and ef- 
ficiency proceeded. 

The problem is that it is impossible to continue reducing heavy 
industry and making up growth in light industry indefinitely. Im- 
proving product mix can maximise the light industrial produc- 


T importance of the post-1978 readjustment cannot be 





tinued expansion of light industry and a slight increase in energy 
consumption by agriculture. Their model suggests an average 
4% increase in gross industrial output over 1982-85. This projec- 
tion is premised on continued reductions in heavy industrial out- 
put value through the entire period. 

This is in line with current Chinese projections. In July, Zhang 
Jingfu, Minister of the State Economic Commission, reaffirmed 
China's short-term growth target to be “ensuring a 4% increase 
while striving for a 5% increase." 

The 8-10% increase in heavy industrial output indicated by 
the first seven-month figures of 1982 is not in itself alarming. 
After the 4.7% drop last year it would mean an average annual 
increase for the two years of only 1.7-2.7%. But Zhang warned 
in his speech that the pace of growth may be accelerating too 
quickly. He said that in June heavy industrial output exceeded 
light industry, demand for energy and transport was exces- 
sive and inventories of coal in some areas were becoming de- 
pleted. 

If substantial heavy industrial growth starts to outpace energy 
production and infrastructure development growth China could 
again face serious constraints and the possibility of another 
1978-79-type crisis before mid-decade. 
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life more difficult 
he establichitient of four special economic zones (SEZs) in 


uangdong and Fujian provinces is part of an overall 
scheme to ане China via economic cooperation 


and techno exchange with foreign countries. The SEZs — 
Shenzhen, Zhuhai, Longhu in Shantou and Huli in Xiamen — 
are designed to be self-contained, under autonomous provincial 
rule, export: economic laboratories for China. Now in 


their second year, they are still very much in the elementary 
stage. 

China hopes to acquire advanced technology, capital, produc- 
tion equipment, revenues, managerial expertise and employ- 
ment opportunities. "For the purpose of protecting our national 
industry, we have made it a rule that when we sign contracts with 
foreign merchants, the items of production should be those not 
produced in our country, those in short supply or those in which 
our level of technology is below standard. All products are to be 
exported; components and spare parts required for producing 
integrated machinery will not be imported if we can 
them ourselves . 7. [and] raw materials produced by ourselves 
should be given priority in production," the Guangdong Nan- 
fang Ribao reported on August 30. 

Supervision of SEZs has been turned over mainly to provin- 
cial bodies. Draft SEZ regulations were passed at the second 
session of the 5th Provincial People's Congress in December 
1979, giving Guangdong and Fujian unprecedented power to 
improve the investment climate in their respective SEZs. The 
Guangdong provincial administration for SEZs governs Shen- 
zhen, Zhuhai and Shantou but the Shekou Industrial Zone — a 
small port in western Shenzhen — is administered by the China 
Merchants Steam Navigation Co., a Hongkong subsidiary of 
China's Ministry of Communications which was empowered in 
1979 to negotiate all foreign ventures in Shekou. Xiamen Con- 
struction and Development Corp. is responsible for ventures in 
Huli. (Large projects involving an investment exceeding US$2 
million have to be negotiated by a special zones committee 
headed by Gu Mu, a state councillor.) 

Some of the initial enthusiasm of potential investors faded 
when the SEZ administrators' lack of experience — and the in- 
adequacy of governing legislation — was fully realised. It was 
only in November 1981 that the Guangdong People's Congress 
promulgated four sets of new provisional regulations spelling 
out details on entry and exit, labour and wages, land rights and 
business registration, effective January 1 this year. 

The most unusual aspect of the plan is the commitment to in- 
volve foreign investment in buildi ing the infrastructure of the 
SEZs — harbours, highways, waterworks, railways and even 
airports. Export-processing zones in most other countries are 
simply industrial sites administratively outside the host coun- 
try's customs barriers. So are China's SEZs, except that China 
does not confine foreign participation to small-scale industrial 
operations but also welcomes investment in basic infrastructure. 

It was to distinguish its SEZ strategy from export-processing 
or free trade zones in other countries that the name was changed 
from Special Export Zones to SEZs at the Guangdong and, Fu- 
jian Conference in Canton in March 1980. 

Under the 10-year plan, the SEZ strategy will cost China Rmb 
4.66 billion (US$2.41 billion) in urban and infrastructure con- 
struction in addition to US$2.36 billion in imported machinery 
and equipment for the production of US$5.2 billion worth of ex- 
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Lucky S Shenzhen i is 
next to Hongkong: 
other SEZs will find 








ports а year, according to David Chu, geography lecturer att 
University of Hongkong. A good portion of SEZ development. 
costs will, however, be shouldered by sole proprietors or pro 3 
erty developers like Hopewell, Chu said 
Hongkong property developer Hope well Holdings is inv 3 
ing HK$2 billion (53327.87 million) to to build key facilities 5 
as water supply, roads and electricity for a o km. site in Fu- 
tian, a new town southwest of Shenzhen. The first phase of the 
project — reconstruction of the Luohu railway station — iss 
duled to begin later this year. Also, evenly spread over a 10-y 
period, the Chinese Government spends an average of o 
Rmb 466 million a year, a paltry amount compared to the 198 
national capital construction budget of Rmb 42.8 billion. 
Foreign participation in SEZs is usually in the form of joa 
ventures, cooperative production, value-added assembly, pri- - 
vate sole proprietorship or compensation trade. In joint ven- 
tures, Chinese and foreign partners share equity and ' 
Representatives of both parties sit on the board of director: 
while the board chairman is appointed by the Chinese. 
In cooperative production, the foreign investor provide 
technology and trains workers while the Chinese provide land, — 
labour and management. Also, the Chinese can charge a service. 
fee for processing raw or semi-processcd materials supplied b 
the foreign investor or charge a fee in thc form of rent or taxatio! jn i 
in the case of private sole-proprietorship investments. In com- - 
pensation trade, foreign investor's imported technology which — 
will be turned over to Chinese ownershi ip is compensated either 
with products manufactured by imported equipment, other pro- 
ducts or (very rarely) cash. Ё 
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hile a great number of foreign-investment ventures are _ 
in operation — some 1,300 in Shenzhen alone at 
count — most are very small and relatively simple o 

ations. Despite cheap land and labour, lack of skilled wo 
adequate transport and communication facilities, financial › 
vices and a seeming lack of control on the part of investors are _ 
the main reasons for the SEZs' slower-than-envisioned Mee 

In the early stages, the Bank of China and the Nanyang 
mercial Bank — Hongkong-registered but Peking-owned - 
were the only financial institutions offering services to overseas 
investors in Shenzhen. Nanyang is not allowed to take deposits. 
or make loans in renminbi and concentrates on foreign cur 
trade and project financing. 5 { 

In July, the People's Bank of China gave approval to six bank: Ў 
and one deposit-taking firm to open representative о! n 
Shenzhen — probably one at a time due to the shortage of oe 

The Hongkong and Shanghai Banking Corp. will be the first 1 
in followed by Sun Hung Kai NM Banque Nationale de Paris. _ 
Others to follow are Banque de l'Indochine et de Suez, Ch 
tered Bank, Citibank and Takugin International (Asia), а 
wholly owned subsidiary of Hokkaido Takushoku Bank of 
Japan. Bank officials told the REVIEW they are still awaiting 
news from Shenzhen authorities on details of their set-ups. U 
these banks begin operations, investors will have to rely manly 
on Hongkong. 

Nearly 70% of foreign investment in Shenzhen is committed _ 
to property development for residential housing, hotels, û ce s 
buildings and tourist and recreational facilities. About 7.3% of — 
investment goes into industry, 4.6% into commercial activities, - 
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15% into tourism and the remainder into agriculture, public 
utilities and hospitals, according to a July report in the pro- 
China Hongkong English-language weekly, Ta Kung Pao. Of 
1,300-plus projects contracted in Shenzhen, more than 900 or 
nearly 70% are construction and industrial projects, amounting 
to HK$8.7 billion worth of investment, secretary of the Shen- 
zhen municipal party committee Zou Erkang told a group of vis- 
iting Hongkong businessmen in August. 

Property developers flock to Shenzhen because of the low cost 
of land and labour: smaller investors are attracted as it requires 
little capital to launch a project. The industrial sector in SEZs 
concentrates on building materials production, chemicals, elec- 
tronics, textiles and food processing which do not require skilled 
labour. Low cost of land and labour naturally favours land — or 
labour-intensive operations. 

Land rights are rights of usage and not ownership and respec- 


` tiveSEZ municipal governments have retained the power to re- 
` allocate land in accordance to SEZs’ overall development plan. 
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Rent differs for different types of establishments from zone to 


on Е 
` | Shenzhen electronics: SEZ authorities are sometimes unenthusiastic. 


zone. Industrial enterprises in Guangdong pay Rmb 10-30 per 

sq. m. a year; residential development enterprises, Rmb 30-60 

r sq. m.; land for tourism, Rmb 60-100 per sq. m. while land 

r commercial purposes is rented out at the top rate of Rmb 70- 
200 per sq. m. a year. 

Rent payment may be made in a lump sum during the two 
years following the issuance of the certificate of land use or an- 
nually at 8% interest rate. Land leases for commercial and ag- 
ricultural-related enterprises are limited to 20 years; for indus- 
trial and tourist enterprises, 30 years; and for marketable 
housing and educational, scientific or medical enterprises, 50 
years. 


revolutionary move in Chinese labour management: they 
submit requests for workers with certain qualifications to 
individual labour service companies set up by municipal govern- 
ments under the SEZ Labour Bureau and these service com- 
panies then recruit workers from within the zones or from neigh- 
bouring farms and fishing villages. Investors can dismiss workers 
(through the labour service companies) whose work perform- 
ance is not satisfactory. The right to fire workers is no warranty 
of getting better workers in the next round, however. 
SEZ workers are found generally to lack education, work ex- 


I are given a say in hiring and firing of workers — а 





Hu Jare working regula 
. Investors have EN. choice: they usually have to train 
workers for up to six months. A number of Hongkong investors 
in Shenzhen have also said workers there lack initiative and am- 
bition and attributed the problem to China's iron-ricebowl po- 
licy of guaranteed employment and place the productivity of 
Chinese workers at less than half that of their Hongkong coun- 
terparts. 

To lure more quality workers to SEZs, the Shenzhen govern- 


! ment announced at the end of August that technicians and pro- 


fessionals will be given priority treatment in seven areas includ- 
ing health services, housing. household gas supply and the re-al- 
location of family members. 

SEZ workers may be paid on a piece-rate basis, in addition to 
overtime payment and bonuses, as incentives for higher pro- 
ductivity. Wages are delivered to the labour service companies 
which turn over 70% of the money to workers as wages and re- 
tain 30% for enterprise subsidies, workers' social insurance and 
other benefits. The cost of employing a worker in SEZs may 
range from HK$500-750 a month, according to a survey con- 
ducted by the Federation of Hongkong Industries. The average 
SEZ worker who takes home between HK$350-525 a month is 
earning about three times what the 
average Chinese worker made in 
1981. Labour cost is some 4075 lower 
in Shenzhen than in Hongkong, Zou 
said. 

Higher incomes of SEZ workers 
have attracted a sizable influx of mig- 
rants from outside the zones and 
Shenzhen authorities are building an 
84-km. wire fence with six check- 
points to separate the zone from the 
rest of the city. A 1981 report by a 
Hongkong firm also pointed out that 
the wage-gap between workers and 
zone officials is making the officials 
less enthusiastic about putting efforts 
into the zone's development. 

Apart from an abundance of land 
and cheap labour, SEZs also offer 
lower income tax at 15% compared to 
about 35% in the rest of China. In- 
vestments involving 0585 million or 
more receive more generous tax holi- 
days and concessionary rates; the 
same applies to enterprises which will 
import sophisticated technology or 
need a longer period of time for capi- 
tal turnover though the level of 
technology or the length of time have 
not been specified. Exports and im- 
ports of machinery for their production are duty-free. 

The zones' proximity to Hongkong is a favourable factor to 
SEZ development: they could benefit from its laisser-faire econ- 
оту апа its dynamic enterprising spirit may somehow rub off on 
them. Over 90% of the US$1.5 billion so far committed to pro- 
jects in Shenzhen are from Hongkong, Macau and other Over- 
seas Chinese whose connection has been played up most in Fu- 
jian's Xiamen which has very strong ties to Chinese in Taiwan 
and various Southeast Asian countries. Xiamen authorities are 
said to be under pressure from Peking to develop close ties with 
Overseas Chinese whose influential members, it is believed, will 
in turn help pressure Taiwan to reunite with the mainland. 

Also, in the early stages of SEZs, local authorities stressed 
that Overseas Chinese would receive preferential treatment 
over other foreign investors. But SEZ authorities are extending 
equal terms to non-Chinese foreign investors now they have 
realised that these foreign investors are better at providing capi- 
tal for large-scale projects requiring sophisticated technology. 

In February, а development plan was announced under which 
annual industrial production in Shenzhen is to reach US$7.1 bil- 
lion by 2000. The plan also set an industrial growth rate of 40% 
annually for the next five years and an annual growth rate of 
3095 through the end of the century. Last year, overall industrial 
output grew 9.9% in Guangdong and 4.1% in the whole of 
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China. 1 j nS 9% andi istrial ot utpL ut wasv edel 
million: in the fir: of this year, it recorded Rmb 160 
in industrial output value, up 69.8% from the same period in 
1981. A 2 

The amount of foreign investment in the zone declined in the 
first half of 1982 but the 328 contracts signed during the period 
showed an increase of 49.7% from 1981: the majority of the 328 
is for industry, indicating a much-welcomed shift from the domi- 
nance of property development in foreign investment. 

Shenzhen’s development plan includes an international air- 
port with а 4,000-m. runway in Xixiang (20 kms west) and a 11- 
m. deep-water wharf at Chiwan to be used as a base for oil explo- 
ration in the South China Sea. An oil refinery with a processing 
capacity of 10 million tonnes a year has also been planned. Dur- 
ing 1979-81, Rmb 244 million was spent in capital construction in 
Shenzhen and Rmb 200 million has been allocated for the reno- 
vation and building of 29 highways in the Luohu and Shangbu in- 
dustrial districts this year, according to China's Foreign Trade, a 
Peking English-language monthly. 

Shenzhen's planned built-up area totals 98 sq. kms. The esti- 
mated cost of whdt the authorities call “seven connections and 
one levélling" — the construction of roads, waterworks, elec- 
tricity supply, е treatment and drainage — runs into sev- 
eral billion renminbi. da RE 
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To date, Zhuhai municipality (covering 400 sq. kms) boasts . 


278 foreign-investment projects totalling US$240 million, ac- 
cording to Xinhua newsagency. However, the 6.8 sq. km. Zhu- 
hai SEZ — second-largest after Shenzhen — has signed only 13 
foreign-investment contracts. 

Major projects under way in Zhuhai SEZ include a number of 
hotels and housing estates — Gongbei Hotel, Silver Sea Apart- 
ments, Beach Apartment Hotel, Shihua Mountain Holiday Vil- 
lage; the Jiuzhou Harbour Restaurant, Zhuhai-Hongkong Pas- 
senger Ship Service, a trucking service and automobile repair 
garage. Transport from Zhuhai to other parts of China is ex- 
pected to improve greatly when the 267-km. Canton-Shenzhen- 
Zhuhai expressway — built under a contract signed with 
Hopewell — is completed in 1986 or 1987. 

Shantou, also known as the home of Overseas Chinese, has 
been a commercial port for 120 years, an advantage to exports 
not found in the other SEZs. In addition to railway links to Shen- 
zhen, Meixian, Zhangzhou and Xiamen, Shantou has a regular 
steam service to Hongkong and passenger-freight service to Sin- 
gapore. Shantou is hoping to set up 250 enterprises to provide 
employment for 50,000 people. During the first quarter of this 
year, Shantou municipality signed 93 agreements with foreign 
firms and processing charges deposited in the banks amounted 
to US$1.042 million, 40% more than in the same 1981 period, 
according to a Guangdong provincial broadcast in May. 

Despite the importance attached to its links with Overseas 
Chinese, Xiamen has reported little success in bringing in 
foreign funds. The failure has been partly attributed to Fujian’s 
distance — about 300 miles — from Hongkong. The new port, 
which will have four deep-water berths being developed in 
Dongbu, 3 kms from Huli SEZ, is expected to improve 
Xiamen's transport system. 5 

The medium-sized Gaoqi international airport to the north is 
being expanded to accommodate Tridents and Boeing 737s. In- 
frastructural construction in Huli will cost an estimated Rmb 120 
million. The sum is being undertaken by the provincial govern- 
ment but Xiamen authorities are hoping that all expenses ihcur- 
red after 1983 (when the project is completed) will be met by re- 
venues generated within Huli. | 

Details of the administration of Hainan island, the latest addi- 
tion to SEZs, have not been finalised: the hydroelectric power 
potential is still to be tapped. Total foreign investment in Hainan 
is estimated to be about US$138 million. | 

Except for Shenzhen, SEZs have remained largely the Same 
as in pre-SEZ days. It will take Zhuhai, Shantou, Xiamen and 
Hainan à long while to catch up with Shenzhen's growth rates in 
foreign investment and capital construction. х 

China's bold attempt at creating economic centres out of'un- 
developed land with unskilled labour took off in Shenzhen due 
to its proximity to Hongkong which made up for the absence 
of a support system essential for conducting commercial 
activities. ' Шш 
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ust a few short months;ago, a good number of the inter- — 
national oil companies eligible to bid for Chinese F 
concessions expressed publicly. their: displeasure with 
ina's model contract terms. Some even warned that a large 
number of companies would just walk away from the bidding un- 
less substantial revisions to the contract were made. Today 
however, while public griping still persists, a vast majority of th 
46 eligible companies has come forward with bids and no walk- _ 
out is in sight. ` 
China is nonetheless 
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“The Chinese hit the wrong window in trying to negotiate too, 
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tough," a United States oil company executive said in Hong- 
kong. “The bidsand offers that have come in so far may be view- 
ed by the Chinese as too little. But if China tightens the clamp 
too much, the companies may well pull out." 

The fledgling China National Offshore Oil Corp. (CNOOC), 
yet toearn the full confidence of foreign firms that it is competent 
to carry out its mandate of negotiating offshore contracts, now 
finds itself saddled with the task of sorting through the more than 
100 bids offered by 33 companies to determine which will be 
selected for further negotiation for each open concession area. 

Companies are concerned whether CNOOC’s authority is ab- 
solute and irreversible. According to an energy banker in Hong- 
kong: "There is a concern which has grown out of a situation 
over the years where organisations in China have come and 
gone, The oil companies are afraid that if they sign a contract 
with CNOOC, à higher authority may walk in later and alter that 
agreement. At this point CNOOC has not quite cased that con- 
cern." It does not help to see that some 200 bureaucrats from the 
Petroleum Ministry are on loan to CNOOC to help them make 
decisions on the bids. ; 

These are decisions that may have an enormous impact on 
China's future. Oil production from onshore fields is thought to 
have peaked, as output has fallen in each of the past two years 
since reaching 106.15 million tons in 1979. Production in 1981 
was only 100.18 million tons and official Chinese estimates fore- 
cast substantial further dips in output at least until major 
offshore production can begin;*which is unlikely before 1987 at 
the soonest. China needs to produce offshore oil as quickly as 
possible, both to generate foreign exchange through exports and 
to avoid becoming a net importer of crude. 
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Up for grabs are a total of 43 concession areas, covering a total 
area of over 150,000 sq. kms: 22 of the blocks are in the Pearl 
River basin and make up a third of the total area surveyed by 
foreign companies in the four unified Pearl River geophysical 
survey areas in 1979-80. Five blocks have been opened in the 
southern part of the Beibu Gulf near where Total is now drilling 
and another four have been made available in the west 
Yinggehai basin. These nine blocks together make up a little less 
than half of the Amoco geophysical survey area. In the south 
Yellow Sea, a total of 12 concessions are being made available 
including the entire British Petroleum (BP) geophysical survey 
area. 

Of 13 companies which have submitted bid proposals, 25 have 
formed 12 consortia to spread costs and minimise risk. The most 
surprising is the union of Esso and Shell, two giants whom many 


AREAS OPENED IN THIS ROUND OF OFFSHORE BIDDING 
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lips, Pecten (Shell, USA) ind Cities Service for the South China 
Sea; Elf Aquitaine and Occidental for the South China Sea; ВР, 

Broken Hill Proprietary, Petrobras, Ranger and PetroCanada 
for the South China Sea and Yellow Sea; Sun Orient, Hispanoil 
and Ampol for the Beibu Gulf, and Sun Orient, Getty and Texas 
Eastern for the Pearl River basin. One consortium is said to have 


bid for 13 different blocks. 
Amoco, Hunt "and the Japan National Oil Corp. 
(JNOC) are each 


China. At least two other companies, Pennzoil and Cluff, are 
known to have bid for small percentages.of participation ina fèw 
blocks. It is crn and Chinese to put these companies together 
with other partn " and/or operators toten from among the 
other bidders. 


here is tittle to do now for companies which submitted 
т: but wait. The Сһіпеѕе have said they will select the 

preferred bidders for negotiation two to three months 
from August 20 when bids were offici opened. Most com- 
panies questioned in Hongkong assume they will hear nothing 
from the Chinese before mid-November. "The Chinese will 
have difficulty i „Sorting the bids out," said a US oil company 
executive. “It ple that a great number of errs 
bid on the same acreage.” 

That acreage is likely to be in the Pearl River basin, ‘where 
seismic results were generally encouraging. Each of the com- 
panies eligible to bid on blocks in the basin has access to the 
same geological data and, since interpretation of the data is 
likely to be similar, certain promising areas will be heavily 
contested, Only two of the 31 companies which took part in 
previous surveys of the basin and thus became eligible to bid 
for this area have dropped out of the bidding — Conoco and 
Union Texas. 

The Yellow Sea blocks are considered less promising, The 
geology of the area is more complex and harder to interpret. But 
the fact is one does not know a thing until drilling begins. On the 
other hand, establishing terms between China and companies 
cannot wait until then and must be set well in advance. China 
opened this process with the release last May 10 of the model 
contract. 

As stipulated in this contract, contractors (a single company 
or consortium) are to pay a US$1 million bonus upon signing. 
This bonus comes on top of the non-refundable payment of 
either US$10,000 or US$40,000 (depending on the area bid for) 
which accompanied each bid. 

Once oil is produced and before crude is split between China 
and the contractor, a 12.5% royalty must be paid to the Chinese 
Government. An additional consolidated industrial and com- 
mercial tax of 575 must also be paid, again in kind. 

While these figures are fixed, the remaining crude split is to be 
determined through negotiation. In their bids, potential con- 
tractors have indicated the amount of crude they wish to receive 
at various levels of production. These amounts then form the 
basis of the companies' bargaining positions in getting their 
share of the production split. 

Bidders have also indicated the amount of seismic they plan to 
shoot, the number of wildcat wells and total footage they will 
drill and the minimum expenditure during exploration. While 
subject to further discussion, these projections will be key fac- 
tors for China in awarding contracts. As one Hongkong-based 
oil company representative said: "The Chinese are likely to go 
for the biggest exploration programme offered. They know all 
the companies have the expertise — they want wells drilled out 
there." 

The contract is broken down into three phases: exploration, 
development and production. During the initial phase, all cósts 
(and risks) are to be borne by the contractor, as in China's exist- 
ing contract with JNOC at work in the Bohai Sea. The length of 
the exploration phase is seven years for contract areas of over 
2,000 sq. kms and five years for those under that size. It is dî- 
vided into periods of three and two years and (for the seven-year 
contracts) another two-year stage. Contractors can pull out at 
the end of anystage, provided they have met their obligations up 
to that point. І 
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` oil, which is expected after taxes not to exceed eight to 10 barrels 9 






























If a contractor wishes to continue, it must relinquish 25% of — 
total acreage after three years and another 25% ofthe remaining — 
acreage after the fifth year of a longer-term contract. If the con- _ 
tractor wishes to continue into the development stage, it can re- — — 
tain only that area specifically set aside for development and _ 
production, 2 
= In previous contracts with JNOC, China automatically as- e 
sumed 51% of development expenses. The new model contract, 
however, gives China the option to join development or not at - 
any percentage up to a maximum of 51% , provided that the con 
- tractor still receives its agreed crude share. 

Contractors can claim a maximum of 50% of its crude share as 
cost oil, revenue from which is used to pay off previous explora- - Е 
tion and development ехрепѕёѕ. What is left — after ріуіп 
China a percentage of crude equal to its participation — is 


rels for every 100 produced. , 
Crude can be exported but China has the right of first refusal. a 
If Chinà demands that crude produced be marketed in the coun- OX 
try, it will buy the crude from the contractor at world market 
rices. 
Р The model contract also requires that companies e cer- o 
tain intangibles, like training and transfer of technology. A _ 
number of companies expressed uncertainty when the contract — 
was released as to who was to receive training. China has since — — 
clarified that provision of the contract in a telexed addendum to — 
the contract, notifying companies that they need train only pro- ~ 
fessionals with college-degree qualifications — geologists, 
geophysicists and engineers, for example — and not unskilled — - 
labourers like roughnecks, administration clerks, etc. This com- 








promise is quite standard for oil work in other developing coun- 
tries. 

The technology transfer clause may be a bit of a stumbling 
block as negotiations pick up. In the words of one oil executive: 
"This is a crucial factor. Everything in this business has a time 
value and the Chinese just will not be able to keep a rig waiting if 
they don't yet have the manpower." The companies should be 
encouraged by a separate agreement just reached between 
CNOOC and Arco for acreage south of Hainan island. Part of 
the agreement permits Arco to use a crew on its rig of primarily 
expatriate supervisors and highly skilled personnel, along with 
whatever Chinese nationals with appropriate skills are availa- 
ble. 

All provisions of the model contract are to be overseen by a 
Joint Management Commission (JMC), made up of representa- 
tives of CNOOC and foreign companies participating in a given 


In the Beibu Gulf: the foreigners’ bids and timetables are still uncertain. 


contract area. JMC is to approve everything from budget and 
development plans to subcontracts with service companies and 
is tobe chaired by a CNOOC representative. Foreign companies 
protested the fact that the body, with decision-making powers 
weighted on the Chinese side, would be responsible for key deci- 
sions during the exploration phase when all expenses are to be 
paid by thc foreign contractor, China has since conceded that 
contractors inay indeed call the shots during that initial phase. 


industry sources say. To the great relief of the oil com- 
panies, China says it is willing to let deadlocked cases be 
settled outside China in a neutral country. 

What is the probable timetable from here on? According to 
the Chinese drilling should start soon after contracts are 
awarded, which they expect by the end of the year. But а US oil 
company representative in Hongkong said that, except for Arco 
and in existing contracts with the French and Japanese. he does 


Ch has also yielded somewhat in the area of arbitration, 


not foresee any drilling until at least one year from nov 
ations, he estimates, should last at least six months a 
panies are short-listed — probably in November — 
there is a good deal still negotiable in the contracts. The 
contract is inked, companies will probably opt first to 
seismic work, which requires processing and interpret 
fore actual drilling gets under way. 

In the meantime rumours in Peking continue to fly, i 
air of excitement to the process of waiting. Several co 
including Phillips, Sun Orient, Mobil, Shell and Occide 
already set up listening posts (mainly at the Jianguo Hc 
close to the action. 

One rumour concerns the health of new Petroleum 
Tang Ke. Both US diplomatic sources and oil compan’ 
in China report that he is gravely ill though no Chine 
has confirmed this. Another report from an oil compat 
in the capital claims that CNOOC will soon undergc 
shake-up at vice-ministerial level. He says this will be t 
nation of a struggle between two factions in the p 





bureaucracy — one which wishes to see China develop 
oil as possible itself and the other which wishes to se 
veloped as quickly as possible with foreign help and tec! 
Perhaps the most upbeat note for the industry was tl 
announcement by Arco that it had broken its long deadl 
the Chinese and signed with partner Santa Fe a modi! 
duction-sharing agreement with CNOOC for its. асг 
Hainan. Arco spokesmen have said the agreement call 
extensive exploration programme" to include furthei 
testing and the drilling of wells as deep as 4,900-5,200 
Arco-Santa Fe partnership is expected to begin work 
year and will bring in the drillship Glomar Java Sea 
California coast. Yet other companies waiting in the w 
draw only limited lessons from Arco's experience, s 
company began consultation with the Chinese long befc 
was a model contract. Still, if one thing is to be learn 
Arco's ordeal, itis that companies should be prepared fc 
arduous negotiating process. ао 
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Some down to earth facts. 


When people talk about CSR they usually talk about sugar. But 
today, minerals and mineral exploration are also important parts of CSR's 
activities. 

Pilbara Iron Ltd (68% CSR) participates in the Mt Newman iron ore 
joint venture in Western Australia, an operation with a capacity to produce 
40 million tonnes of ore a year. Gove Aluminium Ltd (51% CSR) participates 
in the Gove bauxite-alumina project at Gove in the Northern Territory. Gove 
Aluminium Finance Ltd (50% CSR) has a 35% interest in an aluminium 
smelter being built at Tomago in NSW. Mt Gunson Mines Pty Ltd (100% 
CSR) mines copper in South Australia. Gold Resources Pty Ltd (100% CSR) 
is developing the Paringa gold leases at Kalgoorlie in Western Australia. 
CSR also has an interest in tin mining in Indonesia through Kajuara Mining 
Corporation (50% CSR) which has a 75% interest in PT Koba Tin. 

Projects planned for development include an iron ore deposit at 
Yandicoogina in the Pilbara region of Western Australia and oil shale at 
Julia Creek in Queensland. 

CSR's other activities include coal, oil, gas, chemicals and building 
materials. 

CSR, managed and substantially owned by Australians, began in 
sugar in 1855 and has developed into one of Australia’s large, diversified 
and growing companies. 

CSR Limited 
1 O'Connell Street 








The last thing 
is a Letter of Сте 


It’s an innocent mistake, of course. You authorise your correspondent in New 
York to reimburse an exporter’s bank under your Letter of Credit. And assume 
it’s taken care of. Three weeks later, you get a furious telex from the exporter’s 
bank asking why he can’t collect his money. 

All because of a lost authorisation. 

It can happen to almost any bank. But no longer at Chase. Because when 
you authorise us to reimburse a Letter of Credit, you no longer deal with the 
operations center of a far-away and foreign bank. Chase brings that service to you 


in your time zone, during your business hours. 

You simply contact the Chase Regional Service Center nearest you. In 
Hong Kong or Singapore. The minute you give us your instructions, your 
authorisation speeds along the banking world’s most advanced computer network. 





a banker needs 
dit that bounces. 


Our electronic link to New York guarantees your authorisation will be on file 
within 24 hours, ready for payment. And when payment is made, you know about 
it the same business day through CHART, your electronic account statement. 

If there’s ever a problem — missing information or an incorrect test — our 
computers are programmed to catch it. And a Chase officer from your Regional 
Service Center will be there to solve it the same day. In your language. In your 
time zone. 

So there’s absolutely nothing to stand in the way of smooth, error-free 
Letter of Credit reimbursements. 

Now, more than ever, time is money. So call Anna F. DeRossi, Second 
Vice-President at Hong Kong 5-7905005, before you have to answer any more 


angry telexes. 


__ E The Chase ison. 



































For instance, manufacturers 
need it on the shop floor. 


With the pass of the hand, shop floor personnel turn clerical 
transaction time into productive labour. Traditionally paperwork 
chores have been obstacles to real production. But that's no 
longer the case. The NCR optical wand scans coded data so 
up-to-the-minute job and inventory information is instantly 
available to the need-to-know people. 


NCR automated transaction processing makes it possible 
When a shop document is scanned the data is electron- 
ically transmitted to the main processor where it becomes 
vital information. NCR source data equipment handles 
the digital details so shop floor personnel don't have 

to become computer experts. 


That means better service for customers. Less paper- 
work and fewer errors for manufacturers. It adds up to 
increased productivity. And everybody benefits. 


Today electronic transaction processing systems 
are making the job easier for the people who 
enter data for the people who need to know 

now. It's not only happening worldwide in 

the manufacturing area but also in other 

areas of business. And behind these systems are 16,000 
trained field engineers to ensure trouble-free operation. 


For first-hand information 
about NCR automated NCR 
transaction processing, 

. call your local NCR 98 Years Experience 


NCR puts 
computer power. 
where you need it. 









Your business will benefit 
with NCR Computer Power 
in your hands, too. 





Healthcare/Education - 
Industry/Government 





Portuguese-built Galle Fort dating from 1633: not territory. 





HISTORY 


А story worth waiting for 


A History of Sri Lanka by K. M. de 
Silva. University of California Press. 
US$38.50. 


FOR a country with a most colourful con- 
stitutional, social and economic tale to 
tell, Sri Lanka has attracted remarkably 
few historians. Indeed, this volume is the 
first really classical work since as long ago 
as 1860, There have been many essays, 
scholarly treatises on discreet periods and 
aspects, charming memoirs, good studies 
of crises and an intermittent output of 
“pop” history. Yet, if it has taken 120 
years for a true historian to arise, associat- 
ing broad vision with academic rigour, 
then this author has made the wait worth- 
while. 

His style is a delight; it has echoes of 
Gibbonian clarity, and the exposition is 
(in this reviewer's opinion) faultless, He 
has included a painstaking index, thank 

goodness, a vital glossary and a chronol- 
ogy. He gives good space to the social. re- 
ligious and economic trends of every 
period, and these aspects of history are 
especially colourful and significant in Sri 
Lanka. 

The story of Sri Lanka is fabulous. Con- 
sider the societies, the dynasties, the 
economic systems, that have come and 
gone during 2,500 years. Consider the ebb 
and flow of races, the rise and fall of Euro- 
pean colonial powers (three, no less, in 
430 years). Consider the long trade in 
gems, ivory, cinnamon, areca nut, coffee, 
tea, coconut, rubber — each with its 
booms and busts. Consider the many trad- 
ing groups that have from time to time 
controlled the trade — Arabs, Chinese, 
Portuguese, Indians, Dutch, French and 
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British. Consider an island so rich that 
Sinbad thought it was paradise, and so 
poor and benighted that Bishop Hever 
considered it was almost beyond redemp- 
tion. 

However, throughout the long tangle 
and travail, Sri Lanka has retained a con- 
tinuity. Through political, social and 
economic crises galore, “Ceylon-ness™ re- 
mains. In Ceylon-ness there is both good 
and bad — beauty and culture and hospi- 
tality; internal tensions and old enmities 
which go back to prehistory and legend. 
All can be traced back in an unbroken 
line. 

Power over the island sways from this 
group to that, indigenous, invading or 
colonial. But in the end, we find that we 
are back at “the beginning.” Were those 
ancient rulers Vijaya or Parakramabahu I 
to join a Colombo conversation today, 
each would say: “Yes, we had a bit of a 
problem about that in my day. Т well re- 
member...” 

There is à thin band of countries across 
Asia which first built their urban civilisa- 
tions on “hydraulic societies” — massive 
systems of irrigation. They include Thai- 
land, Burma, Cambodia, Indonesia — 
and Sri Lanka. The two great ruined cities 
of the northeast of the island (now called 
the “dry zone”) rose in succession, on con- 
trolled water. They fell. and it was not 
until the 1950s that dry-zone irrigation was 
revived with the Gal Oya scheme. In the 
interim, the colonial empires of the Por- 
tuguese, Dutch and British were based on 
the wetter southwest, and the dry zone re- 
mained more or less abandoned for about 
1,000 years. 

What led to the collapse of the great 


dry-zone kingdoms? It appears at first 
sight to have been a case of gigantism, 


over-investment, and oppression of the _ 


surrounding outer provinces. For all their _ 
artistic wondets, the ruins of Anuradha- - 
pura and Polonnaruwa hint at tyranny, _ 


slavery, aggrandisement. But coinciden- 
tally, the sudden decay of these robust 
hydraulic societies was occurring else- 
where more or less at the same time — 
Pagan was decaying as Polonnaruwa was. 

All these regions were never reoc- 
cupied, and to this day remain marginal 
subsistence areas dotted with museum- 
piece cities. Over-centralised administra- 
tions have been suggested as a root cause; 
one researcher traces the collapse to the 
arrival of the malarial mosquito in the re- 
gion. But this reviewer favours another 
explanation — the rise of foreign trade. 
The hydraulic societies were designed for 
self-sufficiency. But down in the south- 
west of Sri Lanka, with its many ports, 
trade was burgeoning even in the eighth 
century, and the attraction of the col- 


onialists cast their shadow beforé. The 


dry-zone systems were too capital-inten- 
sive; the more fragmented mining and ag- 
ricultural pursuits of the wet zone, with an 
export-orientation, afforded greater value 
added. 

Meanwhile, for some five centuries, the 
wayward and fissiparous kingly houses of 
Sri lanka set up capitals all over the place 
— Dambadeniya, Kurunegala, Gampola, 


Dedigama, Kotte. Little remains of theses a 


capitals in the form of grand buildings. By | 
the time a weak sovereignty had been set 
up in Kandy, the stage was set for Euro- 


pean colonial invasion in the shape of the — 


Portuguese. 
Trade began to expand rapidly in the 
16th century; the Portuguese built their 


first fort on the island in 1518, near the i 


river-mouth village, like Manila was at _ 


that time). Portugal has never been very _ 


interested in territorial conquest, only in | E 
trade; it wanted especially а monopoly on. - 


the Asian spice trade, and nearly grabbed | 


the Philippines from the Spaniards until it ¥ 
found there were no spices there. In Sri — 


Lanka, the Portuguese played off the 
feuding kingdoms of the interior and of - 
the Tamil north against one another. A 


curve of their trading fortresses canstillbe — — 


traced round the coast, part of a chain of 
trading stations which stretches from Goa 
round to Macau and Japan. By the 17th. 
century this was one of the most inte- 
grated trade systems that has ever existed. 
Today, of all of it, there remains only 
Macau. 

By 1620 the Portuguese dominance was 


under attack from а new trading nation, _ 


{һе Dutch, who besieged Goa and 


Malacca and grabbed Java. all within a _ 
few years. Portugal struggled to hold on tO ` 
Sri Lanka, but even at its furthest extent, - 
the Portuguese writ ran barely to the | 


foothills of the Kandyan up-country. In 


that area, there was growing up a powerful 
ne 
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New! For travellers 
who take Asia seriously. 


The 12th edition of the All- 
Asia Guide is simply crammed 
with new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 


There are now chapters on no 
fewer than 26 countries. Plus 
opening chapters on both eating 
out in Asia and on the best way 
of using your baggage 
allowance. 


25 new maps, making a total 
of 60 maps in all. 


New hints on how to travel in 
Asia — from packing the right 
things, to the best places for 
souvenir hunting — wherever 
you're going. 


A new-style guide to hotels in 
the region, and new thoughts on 
Asian food (and the best places 
to sample the Region's vast pot- 
pourri of culinary delights). 


And finally, 48 new colour 
pictures, and more than 70 new 
black-and-white pictures. 


АП of which adds up to over 
680 pages of vital information 
for business and pleasure 
travellers in Asia. 
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Gem-gathering: a series of masters sought Sri Lanka's commadities. 


system of landowning oligarchs. A landed 
aristocracy can be traced back as early as 
the ninth century, paralleling property- 
political developments in Europe. with 
the growth of feudalism. The pattern in Sri 
Lanka and Europe was remarkably simi- 
lar — instability at the top of the feudal 
pile, with dynastic wars and inyasions, and 
stability below — kings and ruling houses 
come and go, but the property barons go 
on forever. 

Thus many of the characteristics and 
virtues (and weaknesses) of the great hy- 
draulic societies were passed on to the 


Kandyan kingdoms later, and on to the 
present day in a debased form. Sri Lanka 
is still feudal; strong elements of duty- 
bound, pre-industrial relationships re- 
main, underlaid by the complexities of 
caste. Through the whole period, too. 
there has remained another stabiliser — 
the temples and the temple lands. Able to 
insulate themselves from dynastic change. 
the temples survived heretical kings. war- 
ring sects, foreign missionaries and lay 
governments; nor were they affected by 
the dispossession of princes, as many have 
been in India. 





It is perhaps a sweeping oversimplifica- 
tion to describe the whole of the colonial 
period in Sri Lanka as a confrontation be- 
tween traders and landowners, neither 
side ever relenting. But that is the way it 
looks, and even today one still. detects а 
Sinhalese squeamishness at the thought of 
trade — as a grubby and undignified pur- 
suit. The colonial period was a miserable 
one, in all conscience: The Kandyans 
negotiated with the Dutch to throw the 
Portuguese out — and promptly discov- 
ered that the Dutch took over all the 
trading posts, so plus ca charige. Later, an 
element in the decaying Kandyan feud- 
families called in the British to throw out 
the Dutch, and guess what . . . 

Poor Sri Lanka, а pawn in the power 
game, was horse-traded to a series of mas- 
ters of the world of oils and spices, ivory 
and gems, gums and gutta percha. Finally, 
the British made а proper job of it; they 
brought down the last Kandyan king; they 
sold off vast areas for plantations; they 
built commercial communications 
throughout the island. They brought in 
workers from South India on a barracks- 
welfare-state system (very logical, very 
practical). The little Dutch village of Trin- - 
comalee became one of the largest key 
naval bases in the world and in World War 
II Sri Lanka became the nerve-centre of 
the Southeast Asian command. к 

Time has its revenges. Trincomalee har- 
bour is now à ghost-town. The Kandyans 
and lowlanders fight over the leadership. 
An attempt is being made to revive the 
hydraulic society,.in the gigantic Ma- 
haweli scheme. The plantations are not 
doing well. Plus ca change. — A.B.C. 





SINOLOGY 


Folklore and facts about China 


Recollections of West Hunan by Shen 
Congwen. Panda Books, Peking. 


Seven Contemporary Chinese Women 
Writers. Panda Books. 


Culture and Science in China by John 
Merson. Australian Broadcasting Com- 
mission, Sydney. No prices given. 


IN Recollections of West Hunan, Shen 
describes his childhood and youth in Fen- 
ghuang, a town surrounded by mountains, 
reached by river and full of distractions for 
small boys. Every morning. as soon as he 
was out of his mother's sight, he would 
hide his basket of schoolbooks-in a tem- 
ple, tear off his boots and see what he 
could find. He enjoyed days when the 
river was high and furniture and pumpkins 
floated past on the flood; he enjoyed bet- 
ting on fighting crickets, eating dog meat, 
watching carpenters and blacksmiths at 
work, borrowing boats or swimming with 
only his nose out of the water. 

Idyllic childhood memories are mixed 
with blacker accounts of witches, outlaws, 
and family feuds. Some of the beautiful 
Miao women with blue and green embroi- 
dered jackets would be murdered by jeal- 





ous husbands; others might find a iover 
among the boatmen. Fenghuang was filled 
with craftsmen, peddlers, scholars and 
beautiful women who rubbed shoulders 
with spirits and witches. 

Throughout this mixture of reminis- 
cence and folklore, the character of the 
narrator links the real with the fantastic. 
The little boy who hardly ever went. to 
school had measles so badly that a small 
coffin lay ready for him on.the verandah. 
Although he recovered, Shen says he 
never grew much, describing himself as à 
wizened little monkey. 

In one episode, however, he is an ado- 
lescent, half in love with а beautiful 
woman and susceptible to the romantic at- 
mosphere and cooing of doves that sur- 
round her. 

At times he is more remote, as when 
he watches the love affairs of boatmen 
and the pretty women who sit at windows 
overlooking the river. Now a venerable 
expert on the history of Chinese costume 
and early bronze mirrors, the cover 
photograph shows Shen looking very like 
the wizened little monkey that he was as а 
boy. 


Beautifully translated, Recollections of 





West Hunan is great fun to read. The col- 
lection of Seven Contemporary Chinese 
Women Writers is а more serious enter- 
prise. As Gladys Yang points out in her 
preface, literature in China is viewed not 
simply as entertainment but as an educa- 
tion and an inspiration. The collection in- 
cludes strongly written stories pleading for 
greater help for professional women as 
well as more romantic stories stressing în- 
dividuality and romanticism. Taken as а 
commentary on current problems and at- 
titudes it is a very useful collection and this 
reviewer particularly recommends thé 
preface. Yang anticipates most of the ob- 
jections that Western readers are likely to 
raise; 

Merson's Culture and Science in China 
was originally a series of radio program- 
mes, which included interviews with 
nearly 60 sinologists, eminent Chinese sci- 
entists, journalists and diplomats. It is 
very pleasant and easy to read and fairly 
encyclopaedic. Many of the interviewees 
are themselves encyclopaedic — per- 
sonalities and Merson allows them consi- 
derable space but links their ideas very 
neatly. It is a pity that the book has been 
carelessly edited; at least one name has 
been misspelled and a couple of Britishin- 
stitutions have been wrongly named. One. 
hates to seem petty but there are a lot of 
such errors. - FRANCES WOOD 
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y Frieda Koh 
singapore; Severe foreign-exchange 
losses by the branch here of Japan's Dai- 


Ichi Kangyo Bank (DKB), and the events 
leading to these losses, have amazed the 
local banking community and caused 
much soul-searching among the bank's 


` senior officials. The losses, put at ¥9.7 bil- 


lion (US$36.7 million), were incurred 
through transactions by the foreign-ex- 
change manager, Haruo Kanda, 42, who 
was dismissed recently, 

Kanda apparently managed to hide the 
losses from the bank between November 
1978 and April this year. In April the 
bank’s officers here began investigating 


_ the causes of the branch's poor perform- 


ance. Kanda was recalled to Tokyo in 
June and a replacement sent to Singapore. 
The bank disclosed the losses on Sep- 
tember 24, after discovering them two 


_ months ago, and also reported the matter 


to Singapore's de facto central bank, the 
Monetary Authority of Singapore (MAS), 
which reportedly lent a sympathetic ear. 
The bank had failed to catch on to Kanda's 

me earlier because of his reputation as a 
oreign-exchange expert and its trust in 
him, bank officials said. 

The director and general manager of 


_ ОКВ” international division in Tokyo, 


Koji Takahashi, told reporters here that 


= the bank had been lax and was now con- 
_ sidering new methods to manage its inter- 


national operations. He stressed that 
Kanda had never sought to cheat the bank 
and was simply concerned about a loss of 
face. (Reports from Tokyo say the bank 
may now press criminal or civil charges 
against Kanda.) 

A senior official of the branch here said 
Kanda had taken positions totalling 
US$20 million in November 1978 in the 
expectation that the American dollar 
would fall in value. However, then United 
States president Jimmy Carter decided to 
support the currency, leaving Kanda with 
a #500 million loss. He apparently hid his 
losses from the bank and in his attempts to 
reverse his fortunes, accumulated larger 
losses up to the time he was discovered. 

Details of how Kanda managed to hide 


‘his losses for so long are lacking. The bank 


official said a full investigation would take 
two to three months because Kanda had 
faked exchange rates in addition to hiding 
his large unauthorised exposures. 

The few available clues indicate that 
Kanda hid his risk positions which were 
beyond the limits allowed daily by the 
bank — the limits have not been publicly 
disclosed — by not recording certain 
transactions in the books. This apparently 
could be done for only one or two days be- 
74 
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ign-exchange loss scandal shakes the offshore system 


eration under-cover 


cause the deals would have to be con- 
firmed and, in the case of spot transac- 
tions, settled within that period, meaning 
that DKB's accounts would either be cre- 
dited with profits or debited with losses. 
Hence he would record the transaction as 
being part of another day's dealings, and if 
this again resulted in over-exposure, cer- 
tain contracts would again be hidden and 
"rolled over." 

Kanda falsified exchange rates to show 
profits instead of losses, the official said. 
This was done only with forward con- 
tracts, however, as false rates for spot 
transactions could easily be discovered. 
Kanda was aided by a peculiarity of the 
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OKB in Singapore: new methods expected. 


Japanese accounting system in which 
banks use the Tokyo official telegraphic 
transfer bank (TTB) rate between any two 
currencies to estimate their losses or pro- 
fits from a forward transaction to incorpo- 
rate into a current balance-sheet. 


Е" instance, if the ТТВ rate on Febru- 
ary 1 was Y250 to US$1, that rate was 
used to estimate profits or losses resulting 
from any forward transaction contracted 
on that day for the bank's half-yearly or 
annual report if the compilation of the re- 
port preceded the maturity date of the 
contract. Kanda would state a favourable 
TTB rate, which might not correspond to 
the actual rate, to show profits in forward 
contracts. If he was buying yen, for exam- 
ple, he would state the rate at a discount to 
the yen; if he was selling yen, he would use 
à rate giving a premium to the currency. 
To avoid showing а large discrepancy 






between the buying and selling rates, he 
would not transact to buy and sell the 
same currency on the same day, according 
to the official. Kanda also used forward 
transactions to hide his losses and made 
borrowings to cover part of his dealings. 

Kanda managed to do all that because 
he had charge not only of the foreign- 
exchange operations but was also respon- 
sible for confirming and administering all 
international dealings in the Asian Cur- 
rency Unit (ACU) market, to which the 
bank's offshore licence allowed entry. 
These functions normally fall to different 
departments in large banks and also in 
DKB's headquarters and larger branches, 
according to the official. In a different 
situation, Kanda's deals. would have had 
to be confirmed daily by someone else, to 
whom the bank with which he dealt would 
also send its confirmation. This would 
have made it difficult for Kanda to hide his 
deals for even a day unless he happened 
also to be in a position to intercept the 
other bank's confirmation or letters for 
payment. 

Kanda was also in a position to record 
all dealings himself, a function which in 
some banks falls to a person solely respon- 
sible for that job or is otherwise recorded 
in a computer. There is no suggestion 
from the facts available that Kanda inter- 
cepted any incoming documents from 
other banks or that he held on to the con- 
tracts without recording them for very 
long. However, Kanda also had charge of 
the bank's funding operations and the col- 
lection of Asiadollar deposits. The bank 


official said Kanda's — or rather the 
bank's — borrowings were from offshore: 
deposits with the branch. 


From these clues, an attempt can be 
made to piece together a theory as to how 
Kanda managed his deception. First, the 
actual extent of the losses suffered by the 
bank: the ¥9.5 billion loss, bank officials 
said, would be treated as an extraordinary 
loss and balanced by the sale of securities. 
This implies that the losses have yet to be 
paid for and that they have resulted from 
forward contracts. If Kanda started mak- 
ing losses from 1978, this means that the 


"bank has already been paying for foreign- 


exchange dealing losses, unless the for- 
ward contacts were for three-and-a-half 
years. Hence the total losses appear to be 
larger than ¥9.7 billion. For the bank to 
pay out for losses without becoming 
alarmed, Kanda probably arranged larger 
and larger futures contracts which gave 
promise of profits. ) 
Suppose he held a loss-making positio: 
of, say, US$20 million. If Kanda believed, 
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as he evidently did; that the American cur- 
rency would drop, he would have sold 
short US dollars. However, when the cur- 
тепсу appreciated, he suffered a loss equi- 
valent to the difference between his pro- 
ceeds from the sale and his payment for 
the US dollars he needed to cover the 
transaction. The loss could be hidden if he 
borrowed the US dollars instead, thus 
shifting the loss to interest payments. To 
repay the borrowing, he needed to con- 
tract a forwárd purchase, thus squaring his 
position. 


As factor that could have exacerbat- 
ed Kanda's difficulties as the US cur- 
rency rose is related to interest-rate diffe- 
rentials. The method universally used for 
calculating forward rates from spot rates 
takes into account such differentials for 
the currencies in each transaction. The 
purchaser of a currency (in this case the 
US dollar) is given what amounts to a dis- 
count (he forgoes the interest and there- 
fore earns the discount). Interest-rate dif- 
ferentials between the yen and the US dol- 
lar were widening, to Kanda’s disadvan- 
tage. 

For instance, if the spot rate on a parti- 
cular date when a forward contract was 
transacted was ¥250 to USS$I, the rate 
used in the forward transaction would be 
250 minus the sum of the difference in the 
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interest rates for the two currencies (say, 
six percentage points) multiplied by 250 
or, 250 — (.06 x 250) = ¥235 to 05$1. 

On the maturity of the six-month for- 
ward contract, Kanda's interest-rate 
losses would have been fully realised but 
he had now to make up for the interest 
losses. Betting on the US dollar to depre- 
ciate, he again bought US dollars six 
months forward, selling spot dollars in the 
same way as he started, squaring his posi- 
tion. But as the dollar appreciated further, 
he made more losses through interest pay- 
ments. He had to continue selling spot, 
borrowing US dollars and contracting for- 
ward purchases to pay back the borrow- 
ings. However, as his losses mounted, 
Kanda had to sell and buy forward in 
larger amounts, hoping to make large 
gains from a large movement in exchange 
rates unfavourable to the dollar. 


Assuming that he doubled the amount, 


that is, sold forward US$40 million, he 
would eventually have to draw on profits 
from other transactions and exchange 
them for dollars or else borrow US dollars 
from the branch’s ACU deposits. In this 
case, the bank would pay for at least part 
of his accumulating losses through interest 
payments on the deposits. Since he had di- 
rect charge of funding, there would have 
been no one to question his borrowings. 
The affair underlines the degree to 





Now for a closer look 


Japan may impose tighter su 


rvision on overseas 


branches in the wake of the Singapore affair 


By Hikaru Kerns 

Tokyo: The disclosure by Dai-Ichi Kang- 
yo Bank (DKB), Japan’s largest, of the 
¥9.7 billion (US$36.7 million) loss 
through unauthorised foreign-exchange 


for their overseas 4 

Japanese Government banking reg- 
ulators say it is highly improbable that 
other Japanese commercial banks are 
troubled by similar unauthorised foreign- 
on such a scale. Offi- 


the Bank of Japan pointed out that Singa- 
pore, acting through the Monetary Au- 
thority of Singapore, is among the few 
countries that will not usually permit 
foreign governments to conduct inspec- 
tions of overseas branches located there. 
These officials stated that current Japan- 
ese Government bank-examination pro- 
cedures are adequate and will not be 
changed as a result of the incident. 


The loss in Singapore, though not tri- 
fling, will hardly dent DKB's financial posi- 
tion. The loss will not be charged against 
the current profit, which amounted to 
¥85.7 billion in fiscal 1981 (ended in 
March), but rather will be treated as an 


branch was exceptional. Ex- 
perts say that computerisation, govern- 
ment audits and stringent internal systems 
of control at most other banks make it un- 


could e and unau- 
thorised e losses to the degree 
that Haruo Kanda, the fi e 
manager, was able to. 
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which Kanda exceeded his authorised risk 
positions to accumulate such severe _ 


losses. That he was able to do so M 

perhaps on the system of internal K 

or lack of them, in the branch if not at E 
bankê <i 


wider level, of the bank. Many 
here are appalled at Kanda’s feat, notso _ 
much because of his audacity; but because — 
of the bank's apparent neglect. The ОКВ — 
official, asked what the bank's limit on 
risk exposure was, indicated that it could — 
be about US$2 million, a paltry figure 
compared with actual exposure. е) 
branch is only now planning to install 


ag 
computer to record all foreign-exchange — 
dealings, he said. : 0 
Tu told reporters that three exe- _ 
cutives had been chastised for appa- 
rent neglect. Although he did not name - 
them, it is known that these were the gen- _ 
eral managers of the branch from June _ 
1976 onwards, including the present p | 
eral manager, Yoshihisa Ohta. (One - 
former Singapore branch manager now 
heads the Kobe office, one of DKB'slarg- — 
est domestic branches. The three — though — 
having had no hand in Kanda's dealings _ 
or in the cover-up — will be “leaving - 
the bank in the near future," DKB offi- 
cials in Tokyo told the REVIEW.) Kanda _ 
began his stint in Singapore in August - 
1978 after serving the bank, which he | 
joined іп 1971, for several years in Lon- | 
don. He had been in banking since 1965. — 
Senior officers. and accountants in - 
Tokyo are perhaps not absolved from 
blame either, if blame needs to be cast. 
The falsified exchange rates stated by 
Kanda were, in Takahashi's words, "far 
from actual at the time." 
However, many bankers feel that the 
MAS has sufficient regulatory powers - 
over banks here, including offshore — 
banks. Bank inspectors from overseas 
cannot investigate the books of their Sin- _ 
gapore branches without the prior permis- _ 
sion of the authority. It is generally felt 
that if genuine need calls for such inspec- 
tion, permission would be granted. я 
Banks here submit monthly reports to _ 
the MAS of their activities. In the case of 
foreign-exchange dealings, only the total — 
volume done daily is submitted, without 
details such as the exchange rates ob- 
tained, the size of each transaction or the 
other parties to the transactions, the ОКВ _ 
official said. 1 
DKB could benefit from upgrading its 
head office supervision. At present, the 
Singapore branch is required to submit ac* 
counts of its activities to Tokyo only twice 
yearly, just before the interim and final 
balance-sheets are announced. н 
The Singapore branch's performance 
has been dismal. Set up as an offshore 
bank in July 1976, it recorded a net income 
(after deducting its administrative ex- _ 
nses at head-office level) only once — 
$$106,000 (US$49,000) in 1978. In 1979, 
losses were nearly S$3 million and in 1980, — 
more than S$4 million. ш 
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` Ву Paisal Sricharatchanya 
Bangkok: Thai economic planners are re- 
EJ . vising the country's long-term gas utilisa- 
- tion strategy in the wake of a running con- 
" troversy over a supply shortfall from the 
first offshore gas production field. While 
: йе shortfall does not appear to be having 
E. serious repercussions on  gas-related 
heavy industries planned over the next 
five years, it is bound to slow down the 
government's plan to lessen the tradi- 
< tional dependence on imported oil by 
- — using locally produced gas as an energy 
— source for electricity generation. Use of 
gas as a feedstock for industry has been ac- 
- corded top priority while its use as an 
energy source becomes secondary. 
er several months of debate involv- 
` ing largely technical production problems, 
the shortfall controversy was brought into 
— the open in June when Union Oil of 
- California (which holds the majority stake 
- jn the producing Erawan gasfield in the 
Gulf of Thailand, with Japan's Southeast 
Asia Petroleum Exploration Co. as the 
minority co-venturer) asked the Thai 
— Government for a redetermination of gas 
` reserves. 
Citing technical factors relating to poor 
well productivity, Union officials indi- 
cated during discussions with the Petro- 
— leum Authority of Thailand (PTT), the 
-. national petroleum company which pur- 
chases the gas, that Erawan reserves may 
be as much as two-thirds below the origi- 
nally estimated 1.5 trillion cu. ft (made by 
DeGolyer and McNaughton and agreed 
upon then by Union itself), on which the 
gas-sales contract was based. Union in ef- 
fect wanted to scrap a clause in the con- 
tract which calls for the supply of a guaran- 
teed minimum daily contract quantity. 
Under the contract — Thailand's first 
- gas-purchase agreement — Union is sup- 
— posed to have been supplying 200 million 
cu. ft a day since September 1981, rising to 
250 million cu. ft beginning July 1982. 
However, actual daily production has 
been in the range of 120-140 million cu. ft 
in recent months, or a little over half the 
contractual volume. In May this year, 
Union signed a second gas-sales agree- 
ment with the PTT covering five addi- 
tional gasfields in the Gulf, with produc- 
tion scheduled to begin in early 1985 at 150 
million cu. ft daily, rising to an optimum 
400 million cu. ft later, 
` While Thai petroleum officials have ác- 
cepted Union's arguments on production 
difficulties to a certain extent, they have 
rejected the revised reserves estimate. 
PTT governor Thongchat Hongladarom 
told a TV interviewer in late August: "The 
problem is not with the reserves but . . . 
more [with] production. The Erawan field 
Structure is more complicated than we 
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Controversy grows over the extent of Thailand's gas reserves, 
_ which are scattered in small reservoirs and are hard to work 


understood before — with small pockets 
of resérvoirs scattered around. We thus 
need to have more production platforms 
and drilling rigs in order to produce the re- 
quired volume of gas.' 

Petroleum-industry sources told the 
REVIEW the original 1.5 trillion cu. ft re- 
serves estimate was calculated by the vol- 
umetric method after Union drilled 
nine delineation wells — а method for es- 
timating the width, depth and capacity of a 
reservoir which is generally accepted in 
oil- and gas-industry practice. As actual 
production got under way, Union was said 
to have come up with the revised estimate, 
reportedly about 500 billion cu. ft. after 
calculations based on the wells’ perfor- 
mance, which by taking into account well 
pressure may provide a more accurate es- 
timate of reserves. Not only are reserves 
scattered in small pockets. the sources 
said, but they are also cut into different 
layers by structural faults. Union officials 
have reportedly told the Thai authorities 
that Erawan is one of the most problema- 
tic gasfields they have encountered. 


о“ significant point of contention ap- 
pears to build around the official defi- 
nition of field reserves. In the contract. 
these are defined as reserves “which may 
economically and reasonably be reco- 
vered by prudent oil- and gas-industry 
practice." Observers said Union is appa- 
rently basing its reserves redetermination 
request on this clause. 

However, discussions on the re-deter- 
mination aspect have been suspended as 
the Thais concentrated their negotiating 
strategy on expanded production facilities 
by Union to maximise gas supply. Formal 
talks since the beginning of this year — 







the o five reduction 
platforms to üp to nine platforms, roughly 
double the previously anticipated total of 
42 production wells (with the number of 
drilling rigs remaining at three), and raise 
total investment in the Erawan field from 
the originally projected US$400 million to 
US$600-950 million. Union officials have 
indicated to their Thai counterparts that 
with the planned expansion in facilities, 
daily production may rise to 160 million 
cu. ft by the end of this year and 200 mil- 
lion cu. ft by the end of 1983. 










of making a firm commitment to go ahead 
with the proposal. While the Thais are 
pressing for a guarantee on definite pro- 
duction schedules (on the gradually in- 
creasiftg volumes), Union officials are be- 
lieved to have requested more time to 
allow further studies and analysis from ad- 
ditional production wells to be made. Be- 
cause of the assorted technical problems, 
Union has only 28 production wells at pre- 
sent, of which 25 are in production. (No 
definite schedule is fixed in the contract 
for when Union has to drill the originally 
planned 42 wells.) 

Notwithstanding the complex reservoir 
structures which will inevitably call for 
more investment (on top of the roughly 
US$300-400. million Union has spent so 
far), there is a feeling in some official 
quarters here that Union may be reluctant 
to commit large increases in investment to 
produce more gas given that the gas price 
from Erawanis calculated on a block rate, 
which means that the greater the volume, 
the lower the average unit price. Despite 
Official scepticism, Union appears 
genuinely. keen to raise production. The 
sixth production platform was due to 
begin operation in September and the 
seventh platform is scheduled to be instal- 
led next March; each is capable of accom- 
modating up to 10 prodution wells. 

While the questions of production 
schedules and quantities have yet to.be 
finalised, Thai petroleum authorities are 
likely to settle for a maximum 200 million 
cu. ft from the Erawan field. Although the 
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But Union has reportedly stopped short 

















iator, told the REVIEW 
that the Thai side wou 
negotiate for the contracted 250 million 
* cu. ft, sources at the National Economic 
and Social Development Board, the coun- 
trys top economic planning and coor- 
dinating agency; said they are unofficially 
using 200 million cu. ft as the base figure 
for planning now. 

The shortfall controversy, which was 
widely publicised in the local press, has 
generated uncertainty over the govern- 
ment's ambitious plan to transform the 
eastern. seaboard (where pas comes 
ashore) into a zone of gas-related heavy 
industries. Government leaders have ar- 
gued that the shortfall is unlikely to dam- 
age the first-phase development over the 
next five years, but what lies ahead after 
that will largely depend on how the gov- 
ernment adjusts its longer-term plans to 
correspond with actual раз supply. On 
the other hand, lower volumes of gas 
available for use as a substitute for oil in 
electricity generation and other private in- 
dustries will be reflected in diminishing 
foreign-exchange savings. 

According to Deputy Industry Minister 
Chirayu Issarangkul na Ayutthaya, the 
worst possible impact of the shortfall 
would be to delay the gas-separation plant 
by six months. Originally scheduled to be 
completed in mid-1984, the US$320 mil- 
lion project to separate gas components 
for use in petrochemical and other indus- 
tries has already been put back to late 
1984. The possible delay suggested by 
Chirayu was apparently based on the fact 
that production from Union's second con- 
tract will not begin until early the follow- 
ing year. Other officials maintained that 
since Union is likely to begin test produc- 
tion in late 1984, the gas-separation plant 

able of taking 350 million cu. ft of gas 
у) may be able to start u 
with a low volume of pas. 


complex requiring about 50 million cu. ft 
equivalent of carbon dioxide from the gas- 
separation plant as feedstock. The pro- 
ject, which envisages the production of 
510.000 tonnes of urea and 390,000 tonnes 
of di-ammonium phosphate and mono- 
ammonium phosphate 
peared to suffer another delay after pro- 
longed negotiations between the govern- 
ment and а Scandinavian consortium col- 
lapsed in July following disagreement 
over gas prices. The government has now 
decided to set up a national fertiliser com- 
pany to handle the scheme. 

If these projects materialise by 1987 as 
planned, their gas requirements will be 
made available in line with the official po- 
licy which gives priority to gas as a 
feedstock. By then, the combined pro- 
jected daily supply from Union's two con- 
tracts alone will be about 600 million tu. ft 
(including the estimated 200 million cu. ft 
from Erawan and another 400 million cu. 
ft from the second contract). 

An additional daily 225 million си? ft 
supply is projected by that year (including 
about 75 million cu. ft from Union's other 
gasfields plus some 150 million cu. ft com- 
ing from either Texas Pacific, another 
American concessionaire which has disco- 
vered substantial gas reserves in the Gulf, 
or onshore gasfields in the northeast — 
depending on reserves which have vet to 
be established). However, this additional 
supply remains very much on the drawing 
board at this stage as the government is ` 
unlikely to initiate any purchase negotia- 
tions with the concessionaires before the 
current shortfall problem is resolved. 

The shortfall and uncertainty over fu- 
ture supply have left in doubt plans to use 
gas as a substitute for oil by the Electricity 
Generating Authority of Thailand (Egat), 
the state-run agency which supplies the 
entire country, and private industries. The 
adverse impact mainly on Egat — in terms 
of reduced foreign-exchange savings — is 
evidently more pronounced. 

Egat has contracted to buy 200-250 mil- 
lion cu. ft daily from PTT during 1981-83. 
At 250 million cu. ft, the country would 
save about Baht 10.2 billion (US$442 mil- 
lion) a year in imported bunker oil. Since 
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ith the construction contract due to be 
signed shortly, the gas-separation 
plant appears a certainty. Based on a re- 
cently completed feasibility study prepared 
by the International Finance Corp. (IFC) — 
an arm of the World Bank — gas compo- 
nents from the separation plant will be 
used as feedstock for a string of upstream 
and downstream petrochemical projects 
including an ethylene cracking plant with 
300,000 tonnes a year capacity; a 100,000- 
tonnes-a-year low-density polyethylene 
plant; a 110,000-tonnes-a-year high-den- 
sity polyethylene plant; a vinyl-chloride 
monomer and a polyvinyl chloride plant, 
each with 80,000 tonnes a year capacity, 
and a 70,000-tonnes-a-year polypropylene 
plant — all targeted for 1987 operation. 
Although several local' and interna- 
tional chemical companies have expressed 
keen interest to participate, these projects 
have yet to be finalised and approved by 
the Eastern Seaboard Development Com- 
mittee, chaired by Prime Minister Prem 
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the cost of | tic gas is roughly 
that of imported oil. it was hoped that re- 
duced electricity productión costs d 
lessen and delay the necessity for power- 
rate increases — an issue which has De , 
come politically sensitive in Thailand, 4 































D espite general agreement here that usi 
gas as fuel is as wasteful as burni 
precious teak for charcoal, Egat has to. 
the main gas consumer before the various _ 
gas-based industries come on stream, In _ 
the light of longstanding official beliefs _ 
about the country's enormous gas reser 
— officially estimated at 16 trillion 
which would last 40-50 years at a daily 
rate of I billion cu. ft — the electi 
body has gone ahead with installati 
new facilities which will make it the m 
gas-user even in the long term. _ 
Official long-term gas-utilisation p 
call for roughly a third to be use 
feedstock, leaving the remaining. 
thirds for Egat and private industries. Т] 
current gas supply of around 120-150 mil- 
lion cu. ft a day, which is going sole to 
three generators south of Bangkok (300 - 
mw. each). already constitutes a shortfall _ 
from the optimum 180 million cu. ft daily | 
gas requirements. The impact of the - 
shortfall will be more pronounced when 
two sets of combined-cycle gas turbines - 
(total capacity 480 mw.). which require an _ 
optimum total of 160 million cu. ft daily, — 
become operational at Bang Pakong, - 
another power station southeast of - 
Bangkok. in December and next April re- _ 
spectively. These facilities, involving _ 
about Baht 5.4 billion in investment, are _ 
designed with a dual firing system which _ 
can take either gas or oil. m- 
Apart from Egat, another potential vic- _ 
tim of the gas-supply shortfall is Siam Ce- — 
ment, the country’s largest industrial con | 
glomerate, -which will be ready to take - 
about 40 million cu. ft of gas daily for its- 
Saraburi cement plant north of Bangkok. — 
The company has invested about Baht 
billion in laying a pipeline, but given the 
shortfall its gas intake remains a big ques- _ 
tion. A compromise arrangement is ex- _ 
pected to be hammered out with the PTT 
soon whereby Siam Cement will take а 
share of the gas supply, but that will leave 
Egat with an even lower volume. — — — 
Egat has firm plans to install two dual- Ў 
firing thermal plants at Bang Pakong dur- 
ing late 1983-84 (550 mw. capacity each) ` 
which will require an optimum 100 millic 
cu. ft of gas a day each. Representing | 
about Baht 7 billion investment per plant, — 
the facilities are part of Egat'soverallstra- 




































































tegy to diversify energy sources. à 
It is obvious that there is unlikely to be 
sufficient gas for these electricity-generat- — 
ing facilities even if they run at only 80% — 
of capacity. There is no great problem | 
from Egat's point of view since it could _ 
easily switch to oil. In fact, senior officials 
have readily conceded to their E d 
position insofar as gas usage is conce 












However, the present shortfall and uncer- - 
tain future supply are making planning 
difficult. Perhaps more important, the — 
once rosy picture of substantial foreign — ^ 
exchange savings is losing its glow. u vo 
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` Ву Jayanta Sarkar 
: Calcutta: India's 
150-vear-old tea in- 
dustry is showing 
signs of age. Al- 
though both the gov- 
ernment and the in- 
dustry claim to be 
doing something 
about it, a succession 
А of proclaimed plans 
jostly gather dust as production con- 
nues to stagnate. One industry estimate 
uts annual average investment at around 
À Rs 300 million (US$27 million) a year — 
` just 5% of total turnover. This is hardly 
^ enough to tackle a crisis which is both 
| deep-rooted and challenging. 
` Production has been stagnant at 560 
illion kgs for the past three years and is 
unlikely to exceed that level this year. 
b Weather conditions are mainly held re- 
- sponsible for this record but that is not the 
- whole explanation. Demand in both the 
| "home and export markets has remained 
` rather weak and it is only during the past 
- few months that prices have gingered up. 
If the trend continues, next year could see 
_ an upturn in production. 
| + The last boom year was 1977, when tea 
ES ran wild. But the euphoria did not 
last long. The spiralling price curve soon 
- | ran out of steam, and by 1978 there were 
_ complaints from the industry that returns 
_, on sales were not even sufficient to cover 
А {һе rising cost of production. This position 
E ained unchanged until the middle of 
-* this year when at the Calcutta auction 
__ CTC (tea processed by a crushing, tearing 
| and curling machine) was quoted at about 
Rs 16 per kg. and orthodox at around Rs 
М 17.40 per kg., giving a modest margin of 
— Rs 1-1.50 per kg. or a little more to most 
_ garden owners. However, conditions re- 
-. main volatile. 1 
` — One of the major weaknesses of the In- 
_. dian tea industry is its marketing system. 
_ . At the retail level — there are believed to 
. be about 600,000 retail outlets in the coun- 
E — prices show some sensitivity to sup- 
å ply and demand. But gt the wholesale 
level (which determines the price that the 
producer gets) the connection is less evi- 
dent. That lies at the root of the cost-price 
disparity that quite often occurs in the in- 
, dustry, sapping its health. 
- . Like several other major industries in 
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clude labour wages, costs of fertilisers, 
coal, electricity, and bank and other 
statutory charges. But unlike most indus- 
| tries, tea remains largely in private hands 
б with a limited public-sector presence. 
. „` Faced with this rigid price structure, ad- 
` . verse conditions result in a large slice of 
the industry going into the red. The pro- 








he tea T is changing in make-up as the traditional producers of the 

Subcontinent face stiffening competition. Kenya and other African growers 
are emerging as a powerful force while China, long known for its green tea, is 
now stepping up exports of black tea, prompting allegations of dumping. The 
intensifying rivalry comes at a time when the price of tea at last seems to be on 
the upswing after five stagnant years. London tea-auction prices have been 
picking up in recent weeks but are still less than half the levels of 1977, the last 

m year. Despite the apparent improvement, however, the industry remains 
worried about looming prospects of over-production. In an effort to agree on 
some form of regulation, talks were held earlier this year in Geneva between 
20 producing countries — under United Nations Conference on Trade and 
Development auspices — to try to set up an international quota system. But 
they broke down when India, Sri Lanka and Kenya were unable to agree on 
their respective quotas. On the marketing front, too, the industry is seeing 
some changes. But though declining in importance, the London auction retains 
its traditional place as the world's largest, and to maintain its competitiveness 
has introduced a new "offshore" auction, made possible by the development 
of containerisation. This has proved popular with certain producers. By con- 
trast, Singapore's budding tea auction — not quite a year old — has yet to 
realise its full potential. In another development, Sri Lanka is considering a 
proposal to set up a commodity exchange dealing in tea futures, as well as rub- 

r. Currently, there is no formal exchange for tea anywhere in the world. 





cess is often exacerbated by narrow- 
minded or inept management practices. 
The malaise is more apparent in the Dar- 
jeeling-Dooars area where productivity 
has continued to be lower than average, in 
the Cachar А ч of Assam state and in 
several parts of south India, where most of 
the tea estates are just too small to be real- 
ly viable. 

The problem, essentially related to the 
industry's age, was one of the main issues 
discussed at the national conference on 
tea convened by the federal government 
їп August last year. The conference 
suggested a number of measures to im- 
prove the situation, Among the sugges- 
tions put forward were proposals for more 
energetic efforts in replanting and extend- 





ing acreage in order to raise yields. The 
state governments were also advised to 
rationalise tea taxes and’ help meet gar- 
dens’ development needs. 


uro the meeting has yet to 
produce any tangible results. New 
Delhi and some of the state governments, 
such as Kerala and Tamil Nadu, have grudg- 
ingly allowed some concessions to the in- 
dustry during the past few months. But the 
Marxist administration in West Bengal 
has not spared tea in its desperate revenue 
drive. 

Nor has any progress yet been made on 
the more serious task of raising produc- 
tion. The yield per hectare has remained 
stagnant at about 1,500 kgs. The area 
under tea has crept up from 316,800 ha. in 
1951 to 378,000 ha. in 1980 — an annual 
growth rate of less than 1%. Set against 
this, the country's population is growing 
by 2.2% a year, or about 12 million in ab- 
solute terms. Barring years of exceptional 
inflation or recession, tea consumption 
within the country increases by 4.8-5% a 
year. Moreover, this shortfall in produc- 
tion seems set to widen in the coming 
years. The industry and government had 
earlier set a target of producing 1.4 billion 
kgs by the turn of the century. But at the 
present rate the industry will be lucky to 
have achieved 1 billion kgs by then. 
Perhaps not surprisingly, some people are 
even talking of India importing tea by the 
end of the next decade. 

One of the latest moves to step up in- 
vestment in the industry is to seek World 
Bank assistance. Several other tea-pro- 


„ducing countries in Asia and Africa have 


already done this with good results. The 
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Indian tea industry does not have to de- 
pend entirely on export-led growth. That 
is because it has a sprawling home market 
which every year consumes as much tea as 
is produced by Sri Lanka and the African 
countries together. The domestic market 
-is good for roughly 350-360 million kgs a 
year. Most of the demand is for average or 
below-average quality tea, but then most 
of the tea produced fits into these 
categories. 

In the export sector, conditions are not 
buoyant. Exports have run at around 200 
million kgs-plus during the past few years, 
with a peak of 245 million kgs in 1981. 
though this figure is being contested in 
` some circles. There has been a drop in the 
- first seven months of this year. The high 
dollar-rupee exchange rate, compared to 
relatively lower rates ruling in most other 
Asian and African exporting countries, 

_ has put Indian shippers at a disadvantage. 


` Апа though the federal government is of- 
` fering export incentives, the industry, not 


surprisingly, is asking for more. 


of hen it comes to export markets, the 


"Indianisation" of the formerly Bri- 


- tish-owned tea companies under the For- 


eign Exchange Regulation Act of 1973, to- 
gether with the growing British interest in 
the recently established tea-growing areas 
in East Africa, has tended to erode some 
of the Indian industry's links with Britain. 
Latest reports indicate that China has 
stepped up tea marketing at the London 
auction, where during the first five months 
of 1982 it exported 4,938 tonnes against 
1,105 tonnes during the corresponding 
period of 1981. 

The Soviet Union has now emerged as 
the single largest buyer of the famed Dar- 
jeeling tea, taking nearly 65% of the crop. 
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tea as a whole, with an offtake averaging 
around 65 million kgs a year. The other 
main growth aréa for Indian exports are 
the West Asian countries. 

Price, as well as volume, is a critical fac- 
tor on the export market. India has 
thrown its weight behind the move, in- 
itiated by Unctad and other world organi- 
sations, to bring the tea-producing and ex- 
porting countries into some sort of agrec- 
ment on policy. This year, as in previous 
ones, several meetings have already dis- 
cussed proposals to fix countrywide ex- 
port quotas and build up a global buffer 
stock of tea. Most countries, including 
India and Sri Lanka, have expressed their 
support for the scheme but some of the 
African countries, notably Kenya, con- 
tinue to have reservations. However, no 
one is yet talking of dropping the idea, and 
hence the exercise continues. 

While a global agreement remains in 
the realms of probability, India has begun 
reshuffling its cards to face growing com- 
petition on the export front. One of the 
main strategies is to push exports in value- 
added form, such as packet tea and tea- 
bags. Packet-tea exports, for instance, 
have risen from 4,635 tonnes in 1971 to 
32.322 tonnes in fiscal 1981, raising 
foreign-exchange earnings Rs 43 million 
to Rs 699 million. But it remains a difficult 
market with keen competition from pow- 
erful, well-entrenched multinational cor- 
porations. 

Many Indian companies have also gone 
in for setting up blending and packaging 
units abroad in collaboration with local 
parties. A leading tea-brokerage house 
has promoted an auction centre in Singa- 
pore, and more such joint ventures over- 
seas are in the offing. The Indian Tea 
Board is planning to step up promotional 
activities in the main consuming centres. 
At present its promotional budget is only 
Rs 40 million a year. 

The Indian tea industry will not be able 
to survive without such efforts. As it is, its 
market share in global trade has shrunk 
from about 40% in the early 1960s to its 
current 26%. Within the industry, rising 
costs are eating into its health. But the re- 
sponse, either at government or industry 
level, remains both inadequate and spas- 
modic. 
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fair trade 


Sri Lanka is keen on 
setting up an 
international exchange 


By Salamat Ali 


Colombo: A visiting 
delegation from the 
Food and Agriculture 
Organisation (FAQ) 
early in August dis- 
cussed with Sri Lan- 
kan officials а pro- 
posal to set up in Co- 
lombo ап interna- 
tional commodity ex- 
change dealing in tea and rubber. There is 
no formal commodity exchange for tea 
anywhere in the world at present, The Sri 
Lankan Government is keen but has yet to 
decide if the idea is feasible and whether 
the exchange can be modelled on the 
existing commodity markets in Malaysia 
and Singapore which trade in rubber. 

Understandably, the Sri Lankans are 
cautious, for а wide range of problems is 
readily identifiable. To begin with, the 
country will have to win the confidence of 
most of the major tea-producing countries 
which may initially have to reach an inter- 
national tea agreement to ensure price sta- 
bility. Secondly, in setting up an ex- 
change, Colombo will have to draft a 
framework for both futures and physical 
trading. Additionally, huge variations in 
the quality of tea occur because of wea- 
ther, the nature of the soil, elevation of 
the tea estates and many other factors and 
these must be allowed for. 

Unlike India, which sells almost 4076 of 
its exportable tea under contract, Sri 
Lanka sells through auctions alone. Com- 
pared with India's, Sri Lanka's tea is 
highly vulnerable to foreign-market con- 
ditions. India, with its huge population, 
can absorb any fluctuation in international 
demand, but Sri Lanka must sell abroad to 
keep the majority of the local population 
employed. 

Tea planters complain of a raw deal 
from the brokers at Colombo auctions. 
Prohibited by law from trading them- 
selves, the producing organisations bring 
their tea to the: twice-weekly Colombo 
auctions and have to accept whatever high 
bid is made for their produce. For two 
reasons none dares turn down the top bid 
and withdraw a lot: first, apart from the 
additional cost of transportation that a 
withdrawal would entail, there are severe 
local constraints on storage. Secondly, 
there is an unwritten law among brokers 
that any re-offered lot must be bought at a 
price lower than the previous highest bid. 

The manager of one tea estate told the 
REVIEW his tea fetched US$1.60 a kg. 
while his next-door neighbour's was 
bought for US$3.10 at auctions in July be- 
cause of the arbitrary classification made 
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by the brokers, though both lots were of a 
good-liquoring variety grown on the same 
soil and at the same elevation in the Nu- 
wara Eliya hills. “I was unlucky to go to 
auction at a stage when [big] spending was 
over,” he explained. The key factor at the 
auctions is the price at which a broker is in- 
structed by his overseas principals to buy. 
He buys the required quality at varying 
prices depending on rival bids. Averaging 
out his total price over several purchases, 
the broker often ends up buying at a price 
lower than that which the foreign buyer 
was prepared to pay, earning him goodwill 
and thus a continuing relationship with the 
buyer. 

The brokers, however, argue that there 
can be wide variations in quality from one 
estate to another. Besides, brokers’ firms 
have diversified into various other trades 
and are no longer heavily dependent on 
tea. One broker told President Junius 
Jayewardene that tea contributed only 3% 
of his annual turnover. 

Understandably, Sri Lanka has begun 
looking for new trading ideas. It put three 
trial shipments to offshore auction during 
June and it was announced that “prices 
were not unsatisfactory. The results are 
under study at present but it is proposed to 
continue such sales on a limited scale 
only.” The Sri Lanka Tea Board is also 
striving to popularise in its own right Sri 
Lanka tea that is usually available abroad 
blended with foreign teas. It has dis- 
covered recently a consumer preference in 
the Gulf for Sri Lankan Silver Needles — 
a low-country tea that when boiled pro- 
duces a silvery sheen in the top layer of the 
liquor. 

The long-term prospects for the Sri 
Lankan tea industry are at the centre of a 
national controversy with optimists and 
pessimists evenly matched. Production 
figures for the past five years show that, 
with minor fluctuations, output has re- 
mained largely static at around 200 million 
kgs a year. Price stability is maintained by 
the government which makes up the dif- 
ference for any tea auctioned below Rs 22 
(US$1.10) a kg. 

In 1981 tea accounted for US$322 mil- 
lion of the country's total export earnings 
of US$1.03 billion. It contributed 22.8% 
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of the national revenue last year compar- 
ed to 25.8% in 1980 and 30.1% in 1979, 
As a percentage of Sri Lanka's total. ex- 
port earnings, tea has been declining 
steadily, from 37.5% in 1979 to 35.1% in 
1980 and 31.3% in 1981. This decline is 
not attributable solely to the growth of 
non-traditional exports; tea exports have 
to some extent lost momentum. 


S: Lankan tea is faced with tough — and 
growing — competition. India is using 
aggressive marketing techniques to pro- 
mote its tea abroad. Sri Lanka also faces a 
growing challenge from traditionally less 
active sources, particularly Kenya and 
Malawi. Some other African states are 
striving hard to become tea producers. 
As in India, Sri Lanka's tea estates are 
almost 100 years old and are located on 
hill slopes. Both factors make main- 
tenance expensive, including costly inputs 
to maintain soil fertility. The Africans 
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wide range of problems. 





plant their tea in flat and almost virgin soil 
and process the crop in modern, efficient 
factories. Overseas buyers find African 
tea reliable because of the uniformity of its 
quality; Sri Lankan tea is generally of a 
higher quality but suffers from greater 
variations. 

With an average yield of only 861.5 kgs 
per ha., Sri Lanka's tea productivity is the 
lowest in the world after that of Tanzania. - 
Tea estates in Sri Lanka are now begin- 
ning to recover from the havoc wrought by 
nationalisation of the plantations sector 
(REVIEW, Sept. 17). Steady, heavy use of 
costly fertilisers has boosted the product- 
ivity of the government-owned iea estates 
to almost twice the national average. 

Of the two public-sector organisations 
controlling the nationalised estates, the 
People's Estates Development Board 
owns 55,999 ha. of tea land. It produced 
85.6 million kgs in 1981, or an average of 
1,528 kgs per ha. The State Plantations 
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Organisation has a similar average. One 
state-sector executive told the REVIEW 
certain tea estates average more than 
3,000 kgs per ha. Thus the state sector, 
owning around 55% of the tea land, pro- 
duces 80% of the nation's tea; the remain- 
ing 45% of the land is divided into small, 
privately owned farms and produces only 
around 20% of the tea. 

Years of neglect and changing world 
supply and demand patterns have left the 
Sr Lankan tea industry grossly under- 
capitalised. Some foreign assistance has 
been lined up but so far mainly in the na- 
ture of pilot projects. The World Bank, 
the Asian Development Bank and the 
Opec Fund for International Develop- 
ment are assisting three projects for field 
rehabilitation and factory modernisation 
in the better potential tea districts of the 
high and mid elevations. Encouraged by 
their success, the World Bank has indi- 
cated its willingness to support more such 
projects. 

But Sri Lanka needs more than a few 
million dollars of foreign assistance. It 
must mobilise local capital, introduce pro- 
duction-oriented managements, acquire 
marketing intelligence and make this 
available to farm managers. Regardless of 
current efforts to diversify the national 
economy, tea still directly or indirectly ac- 
counts for almost half of the country's 
workforce and remains pivotal to Sri 
Lanka. 
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Inroads, for now 


Bangladesh boosts un and exports but appears 


to be falling behind 


By S. Kamaluddin 
Dacca: Prospects for 
Bangladeshi tea this 
year, both in terms of 
domestic production 
and exports, appear 
much improved over 
last year. In 1981 
the country produced 
91 million Ib (1 Ib is 
about 2.2 kgs — im- 
perial measures will continue to be used 
until the metric system of weights and 
measures is introduced in Bangladesh in 
November) compared to 70 million Ib pro- 
duced 10 years ago. For the current year 
the production target has been set at 94 
million Ib. But output may have been 
slightly affected by drought in the first 
quarter of the year. The export target for 
the year has been fixed at 74 million Ib 
valued at Taka 820 million (US$37.3 mil- 
lion) as against last year's 70 million Ib and 
Taka 770 million. 

Prices this year for Bangladeshi tea — 
regarded as medium grade in quality — in 
the London international auction as well 


Serenade to a cuppa 


Britain halts a decline in consumption and underpins 
its internationally important tea auction 


By Daniel Nelson 
London: 4A string 
quartet plays every 
Friday. at London's 
Waldorf Hotel and 
about 100 people fill 
in time between walt- 
zes by tucking into a 
once-traditional Eng- 
lish afternoon snack 
of sandwiches, muf- 
fins, scones, cream, jam, pastries — and a 
choice of three varieties of tea. Tea dances 
are returning to fashion in select British 
establishments, and the Tea Council 
points to their popularity as symptomatic 
of the revival of tea drinking in Britain, 
Following a decline in consumption of 
40.000 tonnes in the decade 1967-77, the 
Tea Council, a joint initiative between the 
major tea-producing nations and the Unit- 
ed Kingdom Tea Association, began a 
campaign to reverse the trend. In the 
three-year period 1978-80 consumption 
rose 0.3%. The increase looked marginal 
but was heralded as a triumph because 
consumption had fallen 2.5% in 1975-77, 
4.6% in 1976-78 and 4.8% in 1977-79. 
The council, which fosters consumption 
by a variety of publicity techniques rang- 
ing from "keep fit with tea" campaigns to 





the distribution of educational material to 
schools, claims tea-drinking never really 
diminished. The British, they say. did not 
give up their "cuppa" but the amount of 
leaves infused fell because of the effi- 
ciency of tea bags, which have been gain- 
ing steadily in popularity. 

Fluctuations in British tea consumption 
matter because the country is second only 
to India as a consumer of black tea (185 
million kgs in 1981 compared with India's 
360 million kgs) and is easily the biggest 
importer. (If green tea is counted, China 
takes second place, with an estimated 249 
million kgs consumed in 1981.) According 
to the Tea Council. tea makes up 50% of 
all drinks consumed in Britain (excluding 
tap water); every man, woman and child 
over the age of 10 drinks an average of 
four cups a day; and caterers serve more 
than 10 billion cups a year, with caterers' 
tea sales averaging £3 million (US$5. 1 mil- 
lion) a day. 

A few years ago, it was thought that tea 
might be displaced by coffee, trading on 
an identification with sophistication and 
young people. But tea marketing com- 
panies fought back, with the result that tea 
today is still considered the national drink 
— ironic, considering it is not grown here. 


the worldwide promotion effort 


as the primary auction at Chittagong, are 
moderately higher than last year. The 
average price in London for Bangladeshi 
tea so far this year is nearly £1 (US$1.71) 
per kg. compared with about 79p last year. 
(The price gain should, however, be seen 
against the perspective of a nearly 30% 
fall in world prices for tea in real terms 
over the past decade.) 

Prices at the Chittagong auction have 
reached Taka 12 per Ib as against the aver- 
age price of Taka 9 last year. Unlike in 
Calcutta, where high primary-auction 
prices are inhibiting exports, the current 
export price for tea from Bangladesh is in 
excess of Takg 13 per lb. However, 
gradual erosion of the taka’s value against 
the United States dollar — currently 
about Taka 22 compared to Taka 19 last 
year — has also helped Bangladeshi tea 
remain competitive. The internal retail 
price for tea has registered a correspond- 
ing rise. Bangladesh consumes about 19 
million Ib of tea annually. 

In fiscal 1981, which ended in June this 
year, Bangladesh exported tea to 18 coun- 


It accounts for two-thirds of all beverages 
consumed in Britain, and consumption is 
greater than in the rest of Europe and 
North America combined. 

Says Neville Leefe. chairman of the Tea 
Brokers Association of London; "London 
has a major part to play in the world tea 
trade because Britain is still the largest im- 
porter. Any producer who puts his tea 
through the London auction knows that 
he will have a share of the [British] mar- 
ket: he gains entry to the largest single 
market at no promotional cost. That is a 
major reason why producers use this mar- 
ket." In addition to purchases for British 
consumption, some 25,000 tonnes of tea 
is bought every year in’ London for re- 
export. 


Ithough still the largest in the world, 
however, the London tea auction has 
declined in importance since the 1930s be- 
cause of the opening of markets at origin 
and because of the decline of British con- 
sumption as a percentage of tea-drinking 
worldwide. The general view of the trade 
is that London will not diminish further in 
importance unless British consumption 
also falls. In fact, London will probably 
continue to be of reduced importance in 
times of shortage but will hold its own in 
periods of surplus when producers will be 
forced to return to the London auction. 
Those involved in the London auction 
are attempting to maintain competitive- 
ness by a number of relatively minor tech- 
nical measures such as alterations to the 
conditions of sale, and more signifi- 
cantly by the introduction of an "offshore" 
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tries. Pakistan with a 48% share of the . 


market. was the largest customer. Britain. 
with more than 18% , was in second place, 
followed by Egypt (9%). Poland (7.5%) 
and the Soviet Union (6%). The volume 
of exports increased substantially to Bri- 
tain (by 5 million Ib) and Poland (2.5 mil- 
lion Ib) over the previous fiscal year. 

Although Pakistan remained the top 
customer, its purchases decreased by 
nearly 7 million Ib (or 18%). Pakistan im- 
ported about 168 million Ib of tea in 1981 
and increased its buying from Sri Lanka 
(by 17%). Indonesia (11%) and from Tan- 
zania and Kenya (24% each). India's 
share of the Pakistani market dropped. 
Pakistan's tea consumption increased by 
19% in 1981 over the year before. 


Bi has yet to mount a serious 
effort to promote its tea exports. Al- 
though the emergence of Pakistan as the 
largest single buyer of Bangladeshi tea for 
the past five years, following normalisa- 
tion of relations in late 1975, has proved to 
be a boon for Bangladeshi tea, no attempt 
has been made by either the government 
(through its tea board, the body responsi- 
ble for guiding and controlling produc- 
tion) or private exporters to send a sales 
promotion team there in the past two 
years, Similarly, no efforts have been 
made to promote sales in the Middle East 
— a fast-growing market — Europe or 
North America. Meanwhile, Bangla- 


auction. The sale of tea at sea started in 
March and is proving attractive to certain 
producers, notably Malawi, Mauritius and 
Sri Lanka and to a lesser extent Papua 
New Guinea, Rwanda and Zimbabwe. 
The International Tea Committee esti- 
mates that the offshore trade accounts for 
about 10% of turnover on the London 
market. For countries whose crop pat- 
terns allow them to make use of this 
method, the offshore auction cuts ex- 
penses and improves cash flow by advanc- 
ing receipt of payments by about six 
weeks. Bangladesh and Kenya have ex- 
pressed interest in the offshore business 
and are expected to participate soon. 

The offshore market has been made 
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ylhet tea-picker: Incentive to export 





desh's competitors, India and Sri Lanka, 
despite being deeply entrenched in the 
market, have mounted sales campaigns. 
Bangladesh has decided to participate 
in the Singapore international tea auction, 
which began in December last year. Up to 
March 1982 a total of 812 tons of tea were 
sold at the auction. About 92% of the tea 
auctioned came from India while the rest 
came from Papua New Guinea and In- 
donesia. For the first time Kenya sent its 
tea to the Singapore auction in mid-Au- 


possible by containerisation, a develop- 
ment which has transformed the stock- 
holding side of operations. Containerisa- 
tion is welcomed by the trade, apart from 
the hard-hit warehouse operators who arc 
diversifying into other commodities or 
going out of business. John Brock. a direc- 
tor of the Brooke Bond group — which 
proclaims itself the world's biggest tea 
company — told the REVIEW: “Before 
containerisation, | would discount tea at 
origin because of the possibility of damage 
and delay in shipment." (Some traders 
here are now looking further ahead, 
speculating about the airfreighting of tea.) 

One side-effect of reduced stocks is the 
removal of large amounts of tea previ- 





regional tea-auction centre in Colombo, 


gust. Sri Lanky, which offered to base the 


has not sent tea for auction in Singapore. 
Bangladesh is éxpected to participate at 


the fortnightly Singapore auction frm _ 


November 1. Tea is one of the country’s _ 
major cash crops and export items, Raw _ 
jute and jute manufactures account for 


nearly 62% of total exports. But tea is ex- 
pected to account for nearly 15% of all 
non-jute exports this year (Taka 820 mil- 
lion as against the total export target of 
Taka 15.5 billion). 

The improved showing of the country's 
tea industry this year has largely resulted 
from efforts begun in the mid-1960s to re- 
place aging and unproductive plants, Out 
of nearly 110,000 acres under tea, more 
than 33,000 acres are covered by new 
plants. Tea estates — there are 132 in 
Bangladesh — are expected to continue 
the replanting exercise at the rate of 2. 5% 
of the existing area each year. 

But the REVIEW was told by a source at 
the tea beard of a plah to bring half the 
total tea acreage under new plants in 10 
years. All planting (extension, replace- 
ment and replanting) except infilling will 
be done with improved plants and, as far 
as possible, the board is likely to introduce 
special incentives for the highest rate of 
new plantings achieved annually by the 
tea estates. 

Meanwhile, out of a £20 million British 
official development assistance grant, £4 
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ously overhanging the market. Another is — 


the speeding up of turnover which Brock 
considers will help sustain quality and thus 
encourage consumption. 

There is -restrained айдак that 
prices are on an upward swing after being 
on a plateau since 1977. "At last we think 
that we see a statistical position that will 
produce a rise in prices. The only factor 
that can stop it is an unexpectedly heavy 
crop." said a broker recently. “For the 
producers. such a trend is not before 
time. 

London auction prices support the op- 
timism. The average weekly price was 
99.16p per kg. in the first week of August 
and has risen in subsequent weeks to 
101.91p. 104.99р. 106.44p. 107.92p and, 


in the week of September 13-17. to _ 


117.73p. Brock says that though prices 


have begun to rise, buyers are acting cauti- E 


ously, determined not to repeat the panic 
buying which contributed to rocketing 
prices in the 1977 boom-and-bust when 
quality teas touched 325p per kg. “Every- 
body burned their fingers and now 
everyone is trying to avoid a similar oc- 
currence.” 

He and many others in the industry say 
prices have been too low for most produc- 
ers and thus, in conjunction with rising 
costs, have been damaging the £100 mil- 
lion-a-year world tea trade. Many say they 
would like to see prices rise at least 
another 10-20р to encourage production 
— though more than half of total world ex- 
ports аге government-controlled and 
therefore not directly responsive to short- 
term price fluctuations. ш 
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"million has саду been ‘earmarked for 
. the welfare of tea workers — areas co- 


vered include housing, health care and the 


` establishment of a training institute. 


Despite government encouragement to 
the private sector to export packet tea (an 
area where the value-added is high), pro- 
gress has been slow. Consumers appa- 
rently are brand-conscious and little- 
known Bangladeshi brands made little 
headway in Singapore, Malaysia and the 
Middle East. However, tea industry 
sources say that some success could be 


- achieved if sustained efforts were made, 


especially in the Middle East. 

The government has increased export 
incentives for packet tea. The Bangladesh 
' Shipping Corp. and Bangladesh Biman 
(the national airline) will also provide con- 


| cessional freight for packet-tea shipments. 
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Lipton Tea, Co., which had packeting 
facilities in the then East Pakistan but left 
ihe country after independence, is ex- 
pected to be approached to team up with a 
local party of its choice to set up such 
_ facilities again. However, the problem is 
that Lipton Tea has considerable interests 


in India and is already involved in the ex- 
Ч port market there. 








A push by the world’s lar: 
the more established ma 


By Teresa Ma 


Hongkong: Tea has 
emerged from a 30- 
year slump to become 
one of China's major 
agricultural exports. 
The country, long 
known for its green 
tea, is the largest 
grower in the world 
after India. produc- 
ing 343,000 tonnes of tea (of all types) last 
year. In exports, China comes third. 
China's shift to black tea — which ac- 
counts for nearly half of the country's total 
tea exports — is making it a keen com- 
petitor in the world tea trade, 98% of 
which is in black tea. 

China exported more than 107,000 ton- 
nes of tea valued at US$254 million in 
1980, according to the China Daily in Pe- 
king. United States official statistics show, 


Plenty of it, and good 


_ Kenya, capitalising on consistently high quality, 
boasts the world's fastest-growing industry 


ву Roland Tyrrell 
Nairobi: Known 
worldwide as a major 
coffee producer, 


Kenya also boasts the 
world's fastest ex- 
panding tea industry. 
now ranking third in 
export volume Бе- 
hind India and Sri 
Lanka. This East Af- 
rican nation of 17 million last year ex- 
ported 75,000 tonnes of tea, earning 
US$135. million in badly needed foreign 
exchange. Since 1979, tea has rivalled 
tourism for the second spot behind coffee 
as a foreign-exchange earner. Of last 
year's total production of about 91.000 
tonnes, 15% was consumed locally. 

Kenva's biggest export market is also 
the. world's biggest tea buyer. Britain. 
where Kenya took over from India as the 
major supplier in 1978. Britain took 
42.000 tonnes of Kenyan tea last year for 
US$75 million. Kenya's second most im- 
portant tea client is. surprisingly, Pakis- 
tan. which last year bought 11.000 tonnes 
for US$19 million. "We profit quite a lot 
from the political problems between India 
and Pakistan?" chuckled a Kenyan offi- 
cial. 

Not only does Kenya produce a lot of 
tea. it produces good tea. A connoisseur 
may say the best Kenyan is not as good as 
the best Darjeeling. But the Kenyan pro- 
duct has the advantage of consistently 
high quality and unlike Darjeeling. which 
is'a seasonal crop. is available year-round. 
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For several years now. Kenyan varieties 
have been neck-and-neck with Darjeeling 
for top prices at the London auctions. 

Kenya's tea industry was founded dur- 
ing the colonial era and still centres on the 
small town of Kericho, in the cool high- 
lands of western Kenva. It was pioneered 
in the early 1900s by British soldiers who 
had served in India and seen the rich tea 
slopes of Assam. A mere handful, they 
thought money would grow on tea bushes; 
they were right. From its beginning as 
three small huts. Kericho grew and the 
surrounding thick forest gave way to a 
neat green carpet of tea on every hill and 
plain as far as the eye could see. 

But it was really only after indepen- 
dence from Britain, in 1963, that Kenya's 
international tea business took off as Afri- 
сап smallholders moved into the cash 
crop. Kenya's colonial rulers had actively 
discouraged African smallholders from 
competing with the big. white-owned es- 
tates, but all that changed with the setting 
up of the Kenya Tea Development Au- 
thority (KTDA ). With the infusion, over 
the years, of some US$36 million in loans 
from the World Bank, the Common- 
wealth Development Corp. and Opec. the 
KTDA launched a large-scale tea deve- 
lopment programme for smallholders 
which is continuing. 

The figures speak for themselves. In the 
year of independence, the big estates such 
às those owned by Brooke Bond and 
James Finlay produced 17.000 tonnes of 
tea, while smallholders accounted for only 










+ у producer of green tea into 
rket prompts cries of foul 


however, a much lower tea-export figure 
of US$114.1 million. Either way, the vol- 
ume of exports is still below the record 
134,000 tonnes in.1886, when Chinese tea 
represented 90%. of the world's total tea 
trade. Then, the bulk of China's tea was 
sold to Britain. (Historians trace the intro- 
duction of tea in. China to nearly 5,000 
years ago, and the: brew was once consi- 


afi Ы 
Checking Kenyan crop: undercut by China. 





300 tonnes. By 1980, smallholder produc- 
tion was up to 34,000 tonnes, compared 
with 56,000 tonnes grown on the estates. 

Today. 130.000. smallholders һауе 
planted 54,000 ha. with an average plot 
size of 0.39 ha. and the KTDA is planting 
a further 2,000 ha. this year. Although 
their total production is actually lower be- 
cause they cannot use fertilisers on so in- 
tensive а scale and because they concen- 
trate on quality rather than quantity, 
smallholdings now cover roughly twice the 
area of the big estates. 

"We have the biggest expanding tea in- 
dustry in the world." said an official of the 
Tea Board of Kenya. “We are still plant- 
ing and most of our tea is under 10 years 
old. That means it has not vet reached its 
optimum production level. which it 
[reaches] after 10-15 years. What we are 
producing now could be 60% of what we 
might be producing 10 years from now." 


herein lies a problem. With tea prices 

depressed, world production is actually 
growing. prompting most producers to see 
the need for an international quota: sys- 
tem, such as that which governs interna- 
tional coffee sales. "Tea prices are on a 
slightly rising trend now, but in real 
terms they are still uneconomically low," 
said George Corse, Finlay's general man- 
ager for Kenya. "With the prospect of 
over-production looming, everyone can 
see the need for some kind of regulation." 

A week of talks hosted by the United 
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tocratic consu 


tured a big slice of the world market, 
undercutting such giants as India, Sri 
Lanka, Kenya and Indonesia. China has 
been accused by other exporters of dump- 
ing. Indian officials have noted that 
Chinese tea is about 25% lower in price 
than comparable Indian varieties. 

China is now the largest exporter to 
both the US and Australia, displacing 
India and Sri Lanka. In 1979, Sri Lanka's 
tea sales to the US fell леч than half 
while China's sales The US ac- 
counted for 4.5% aid 8.8% of China's 


total tea exports in 1979 and 1980 
tively. The US took ese tea la ыо. 7 mik 





jian pro- 
45 slowly ly tap- 
ering off. For the first half of this year, 
Japan bought 890,000 gs of tea worth 


fermented oolong: To 
vince, which started in 





Nations Сомен on Trade and Deve- 
M broke up inconclusively in 
Geneva last May because India. Sri Lanka- 
Kenya, unlike the 17 other tea pro- 
ducers involved, could not agree on the 
quotas they would each get under a pro- 
posed agreement. Kenya wanted a 15% 
share of the total quota of the prospective 
pact by 1985, though it now accounts for 
only 12% of the total exports of prospec- 
live members. 

Both India and Sri Lanka have agreed 
to a decrease in their market share up to 
1985. but feel that Kenya is being un- 
reasonable and say they have reached the 

"bottom line" on concessions. Subsequent 
closed-door meetings among the “big 
three” їп New Delhi, Colombo and 
Nairobi have so far failed to resolve the 
stalemate. 

Kenya uses all available outlets to sell 
its tea at present, whether by private 
treaty direct between buyer and producer 
at factory level, through middlemen or 
foreign tea houses, or at auctions in Lon- 
don or Mombasa, Kenya's major Indian 
Ocean port. Private treaty accounts for 
about 10% of total production and usually 
involves very high grades. But the law re- 
quires all producers to sell a minimum of 
20% of their production in Mombasa, 
where smallholders dominate. 

Elsewhere in Africa. the major tea 
countries are Malawi, which produces 
about 32,000 tonnes annually. and Tan- 
zania, with about 20,000 tonnes. In both 
countries, the bulk of buying and selling is 
handled by state corporations and 
production and export trends appear to be 
static. But local experts say the African 
country to watch is Uganda. which had a 
thriving tea business until the ruinous 
1972-79 regime of dictator Idi Amin, and 

_which is now struggling to rehabilitate the 
industry. — 


Vw эб, өз e. з воет М 





In recent years, Chinese tea чы cap- 1981 Chinese tea 


21.5%. Japannow takes about 9% of total 


Chinese tea exports. 1 


China decided in 1956 that all tea ex- 
ports must be handled by Chinese firms. 
Today, Hongkong takes in more than a 
quarter of China's tea exports and nearly 
two-thirds of China's tea coming to Hong- 
kong is re-exported to other destinations. 
Exports of tea, coffee and spices to Ais 
kong (with tea in the do: 

22.1% to HK$224.8 mill п (USS36./ mil 

lion) in the first five months o: this year, a 
faster growth us than the 12. 7» in. бе 
same 1981 period 

The proportion of tea re-exported = 
Hongkong is also rising steadily. Of the 
HK$224.8 million worth of imports, 







s ‘to Japan fell 


M THIS ANNOUNCEMENT APPEARS AS A MATTER OF RECORD ONLY 









rted. D same period 
Ply 47.7 7% беа ‚ Coffee and spice sales: 
Ноор were 're-exported, main! 
Southeast Asian countries and the US. — 

Although China is better known for its _ 
green tea, it has also increased the ех] 
volume of its black tea. China now exp 
about 56,000 tonnes of black tea a 
placing it fourth in the world after India, 
Sri Lanka and Kenya. Black-tea exports - 
rose from 36,000 tonnes in 1978 to 52,000 
tonnes in 1979, nearly equalling China's 
total green-tea exports that year. 

Thirteen provinces in China, most. of. 
them located in the southeast, are tea - 
growers. Among them are Zhejiang, 
Jiangsu, Jiangxi, Anhui and Fujian. An 
nual tea output in Fujian is about 25,000 — 
tonnes. There have been reports that | 
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duce for their own ) 
on the blackemarket. In Fujian, а catty 
(about 0.5 kg.) of quality tie guan yin (the 
best variety of oolong tea) sells for Rmb 4- 
5 (US$2-2.57) to the state, but can fetch 
Rmb 12-15 on the black market. The state 
price for a catty of ordinary tie guan yin is 
only Rmb 1.9 while the black-market 
price is Rmb 4-5. 

China has allocated about a million ha. 
of land for tea farms, giving it 45% of the 
world's total area for tea growing, but the 
farms have a very low yield: 1981 output 
was only 17% of the world's total, China 
Daily reported. The Chinese Government 
plans to double the yield of its tea farms to 
100 jin (50 kgs) per mu (0.067 ha.), the 
Xinhua newsagency announced recently. 

China has yet to learn the rules of inter- 
national trading — including packaging 
according to international standard mea- 
sures and participating in world auctions. 
In August, China sent a three-man team 
to study a tea auction held in Singapore. 
China has always sold its tea directly to 


- other countries. To put up its produce at 
international auctions would mean a big 


jump in overhead costs — rent. for 


— warehouse space, brokerage fees, sales 


charges and additional shipping costs. For 
the moment, it is more profitable for the 
Chinese to sell their tea direct. a 








With poor market p 


By EE Awanohara 

Jakarta: Once a 
major export item 
along with other plan- 
tation crops, tea has 
lost its relative impor- 
tance for Indonesia. 
As а foreign-ex- 
change earner it was 
dwarfed by the rise of 
oil and timber from 
the late 1960s, but its position may decline 
yet further, albeit more gradually, as a re- 
sult of deliberate government policy. Tak- 
ing into account the unfavourable long- 
term supply-and-demand prospects for 
tea producers, Indonesia has excluded tea 
from its ambitious rehabilitation, replant- 
ing апа expansion plans for various tree 
crops. 

The latest official estimate is that tea 
production last year reached 109,000 ton- 
nes from 106,000 tonnes in 1980 — an in- 
crease of only 295. (These figures are con- 
siderably higher than some non-Indone- 
sian estimates because they include grades 








dre and many alternatives, Indonesia 
seems to have decided it is not worth encouraging production 


excluded from other compilations.) This, 
and the fact that tea output has fluctuated 
in recent years, are in contrast to almost 
all other important tree crops whose pro- 
duction has increased steadily and sub- 
stantially for the past several years. Al- 
though there are conflicting figures on the 
area planted, about 90-100,000 ha. of land 
is apparently used for tea. Latest official 
figures show that of the 109,000 tonnes 
produced in 1981, 69,000 tonnes came 
from government estates, 18,000 tonnes 
from private estates and 22,000 tonnes 
from smallholders. Last year, tea earned 
Indonesia US$95.5 million in foreign ex- 
change — 2.2% of the revenue from non- 
oil exports and 0.4% of total export re- 
venue. 

There is some emphasis on what are 
called “nucleus estate” smallholders in the 
tea sector, but not as much as where other 
tree crops are concerned. The govern- 
ment has been promoting smallholders 
generally by using state-owned estate- 
crop companies as nuclei, each consisting 





. Obvious attractions, but... 


Singapore's auction, less than a year old, has 


By Frieda Koh 


Singapore:  Singa- 
pore's first tea auc- 
tion was held in De- 
cember 1981 amid 
hopes that it would 
provide an excellent 
venue for buyers 
from as far south and 
east as Australia and 
the United States, 
and sellers from China and Japan. But it 


` has not quite worked out that way. 


Singapore's excellent shipping and 
banking facilities apart, it also provided 
cheaper warehousing and auctioning 
facilities than London for growers from 
northern India and even Kenya. For tea 
brokers who conducted business in Cal- 
cutta — larly stricken by labour 
strikes and saddled with an inefficient 
transport system — it cost little more to 
ship their tea to Singapore than to other 
auction centres in India. Another advan- 
tage cited was that ships sailed here daily 
from Calcutta, compared with once every 
two or three days to London, 

Meanwhile, the turnaround time — the 
period required for the seller to receive his 
payment — was considerably shorter in 
Singapore: only 30-45 days compared to 
up to six months in London. This is be- 
cause of the longer time it takes for ship- 


' yet to see the growth its founders expected 


ments to reach London and remain stored 
in a warehouse before auction. 

The stage looked set, therefore, for a 
mushrooming business. Yet despite 19 
fortnightly auctions since December, one 
Calcutta-based broking firm, J. Thomas 
and Co., said this menth that three brok- 
ers in the Tea Auction Association of Sin- 
gapore (TAAS) had yet to earn sufficient 


Port facilities: convenient venue. 





commissions to cover their overheads. 

Volume traded has not grown since the 
first auction. Some 3-4,000 chests (the unit 
of sales, containing 22-70 kgs of tea each 
but most commonly containing 50 kgs) are 
offered at each auction here, compared to 
more than 100,000 chests weekly in Cal- 
cutta and more than 30,000 chests a week 
in London. The J. Thomas spokesman 
said brokers would need a volume of 
10,000 chests at each auction here to break 
even at least. 

Currently tea from Darjeeling and 
Assam forms the bulk of products auc- 
tioned here, with Indian tea making up 
more than 90% of the total. The rest 
comes from Kenya and Papua New 
Guinea though it is hoped that sellers and 
brokers from Tanzania, Bangladesh and 
Mauritius will also become members of 
TAAS in the near future, according to J. 
Thomas. Major buyers include Lipton, 
Brooke Bond and Lyons. Local teahouse 
or shop proprietors form an insignificant 
presence at the auction because the cus- 
tom has been to buy tea direct. 

Despite the lack of interest so far, brok- 
ers are not too gloomy about future pros- 
pects for the auction. It is felt that turn- 
over is low simply because it is an infant 
market, and that volume should at least 
double by the end of the year. What is 
needed, they say, is a boost to confidence 
when it is demonstrated that profit mar- 
gins are not only comparable with those of 
other centres, but that Singapore is a more 
convenient venue for sellers from various 
African and Asian countries, as well as 
buyers, owing to its excellent communica- 
tions and strike-free labour force. 
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World's No. : loader/backhoe 
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Your suggestions on the type of equipment you 
wanted initiated a quarter-century of loader 
backhoe "Firsts." Twenty-five years ago, Case was 
the first major construction equipment company to 
design and manufacture the complete tractor, load- 
er and backhoe combination. And here are just a few 
of the outstanding Case innovations that followed: 

@ hydraulic telescoping Extendahoe" ; 

@ over-center backhoe; 

@ torque converter; 

@ loader power linkage; 

© 4-in-1" multi-purpose bucket; 

@ 4-wheel drive — years ahead of competition! 


celebrates 


пее 


These "Firsts" are some of the reasons why 

1 of every 3 loader-backhoes bought worldwide 
is a Case. We will continue to listen to your sug- 
gestions and to respond with more innovations to 
help you stay competitive. 

Dig with the leader. Contact Asian Representative 
Office, 12th Floor, Yen San Bldg., 268 Orchard 
Road, Singapore 9, Republic of Singapore. 

Telex: SINGAPORE RS 23154. 


JI Case 


A Tenneco Company 


Case thinks of everything. 





[n Singapore, 
stay with friends. 


If you're travelling to Singapore, stay with your friends at 
Holiday Inn. 

At the hub of Singapore's entertainment and shopping 
district, and only a 40-minute drive from the international 
airport, we're just where you want us to be. 

With 600 luxurious guest rooms, each with all the modern 
facilities you would expect from a first-class Asian hotel, we'll 
make you really comfortable. 

And with Western and Asian restaurants, lively bars, a 
rooftop swimming pool, a comprehensive meetings cor plex and 
a full range of guest services, we'll make your stay in Singapore 
a delightful experience you won't forget. 

We'll make you smile in everything we do — in Singapore. 





25 Scotts Road, Republic of Singapore 0922. 

Tel: 7377966. Telex: RS 21818. 

Holidex No: SINSN-15789B. Cable: HOLIDAYINN. 
For further information and reservations, contact 
your nearest Holiday Inn or Holiday Inn International 
sales office. 
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trading 
with 
China. 


China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 19 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine. 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 


R1007CTRAM 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
REPORT. | enclose $ 
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Annual subscription rates ! 
HK$1,295 M/S$490 US$225 £125 A$215 A 
Sent airmail anywhere in the world. r 
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Ist Phase offices fully let. 
2nd Phase offices now available for letting. 


(Companies wishing to purchase for own occupation 
also welcome.) 
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Enquiries : 5-8325212 
Sun Hung Kai Real Estate Agency Ltd. 


Wherever you are in the Asia Paci 
there— with nine offices ready to open a world that 
begins with major American-Pacific ports, and 
stretches throughout our system of 900 western 
offices toward New York, Latin America, Europe 
and beyond. 

We're a leader in consolidating business through 
the Export-Import Bank (EXIM) and the Foreign 


Member FDIC 


E с 


ep агт of our cas gement system. 
, ready for you 
to open the door, just by calling your nearest First 
Interstate Bank office. А 


by First Interstate Bank 





about tea. 





put. “As a result of this 
Шы. the bai : 
get involved ín any new tea projects in a 
country such as Indonesia where viable al- 
ternatives are relatively easy to find. 


- Statistics suggest that the Indonesian Gov- 


ernment largely shares the Бап” 


But. efforts ipiinigrove export 


“continue and according to expe 
"have. produced significant results. The | 
United. States is still the predominant 


buyer of Indonesian (black) tea for use in 


instant-tea blends. : murs 


in irect мй to the Taiwan stockmarket | 
d on South Korea's example 


", Taipei: After years of: dithering, Taiwah 
s decided to open its: stock exchange 
partially to foreign investors. The island 
will adopt nearly intact the South Korean 
model of. local investment-trust -.com- 
ies issuing | beneficial 


s Hliderwriters. Finance 


ary 1983 for tausche the trust 


; but'several government officials 
working on the: plan: said this ene? is too 


. Ministry, which pout iaee for e drew upa 
"proposal patterned on the Japanese model 


to оро и the stockmarket to direct in- 


Would preserve агі stabi | 
minimising speculation: and rapid. inflows 


гапа outflows of capital. ‘There. were also. 
af 


` fears of foreigners gaining cont 


y 

oston ned, the iden d eit merchant 
which serves as an: underwriter of 
ne of the South Korean trust funds: Cre- 
it Suisse told the ministry of the virtues of 
Seoul's example and is now advising the 
government — оп à non-fee basis — on 
how to open the market. The-company is 
expected to serve as a manager of one of 
Taiwan's yet-to-be formed trust funds, as 

an underwriter, or as both. 
Establishment of the trust funds will be 


v. the: first stage of Socket 


certificates 
id to foreign investors through inter- 


“| portfolios. 


vestment by institutional investors and the. 
third stage to all foreign investors. The Fi- 
nance Ministry declines to set a timetable 
for the three phases. — at least publicly. 


< Thé government will initially set upone. 


or: two: international investment-trust 
companies in Taiwan to manage the trust 
funds. The companies will each have a 
paid-up. capital of NT$100 million 


(0552.5 million) and a target of 51% local - 


ownership and 49% foreign ownership. 
The local investors will be státe-run banks 
and probably the International Commer- 
cial Bank of China, one of Taiwan's few 
private banks. The Finance Ministry. has 


réceived feelers from securities houses | 
"from Japan, Hongkong. Western Europe 
sand the United States. 


| Ae the investment trust t companies 

will be majority-owned by local in- | in 
vestors; management will be controlled by. |- stc 
foreigners. This 15 simply because Taiwan, . 
with no:experience in investment trusts, |. 

- | lacks the expertise to manage the share 


Indeed, another ‘reason for 
adopting -the · 
proach is to bring in foreign experts to in- 


| uoduce securities analysis and portfolio. 


management to the island. There is talk of 
starting up a locally managed investment- 
trust company simultaneous to or shortly 


_after the international. trust ‘companies 


begin Operations. . 
Critics of the rninistry's plan. say "Taiwan 


“should follow South Korea's past course 


of establishing Jocal investment trusts — 


-trust companies. One of the few 
hh Korean model i is 


pparently decided not to. 


indirect-investment: ар- 


market from that of: 
long-term capital m 


still -to-be chosen ккк 

deemed to the fund after tw 

as long as in South Korea, Са 

will be tax-free and dividends, pa 

nually, will be taxed 2096. * 
The trust-fund managers will 


-| ted to. buy only up to 20% of the. 
. individ 
| put more than 10% 


great. attempt to improve 


said аре chairman. Pai Pei 


ing ot tated companie 
standards for firms to list 
the exchange, while at the. 


cases of illegal markei manipul: ti 
courts. Pai is pushing for m inc 
for listed companies. ‘Forexample 
firms are given a slight tax reducti 
five years after listing. their sha 
wants the tax break made permane: 
- Finance Ministry officials re 
wan has two advantages. ov 
Korea: a more stable currency ап 
у near economic and 


ment and icr 

posed to play a role far gre« 
pumping money into thi 
They are to be a catalys 
stitutional investment in Taiwan 
securities analysis, raising ассо 


“managerial standards of local enterp 


| promoting Taiwan internatio: 


‘Some critics of the Finance Minis 
plan say Taiwan should concentrate 
improving market operations and ch 


ing the image — and substance 
amblin 


oreign investors. 
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j Ноте to hard times 
` Acautious stock-exchange welcome awaits the last of the . 
_ big British-based estates to become localised in Malaysia 






Brokers i in Cin estimated that a 
far higher proportion of British-based 
minorities had in fact sold their stock than 
the official figures suggested. Judging 
from the high level of trading in London 
between June 1 and HME's suspension on 


By Jeffrey Segal 

| Kuala Lumpur: The Kuala Lumpur Stock 
_ Exchange is set to open trading this 
month with a new name on the board: 
. Harrisons Malaysian Plantations Bhd 
_ (HMPB). After six years of often stale- 
_ . mated negotiations, the bulk of the old 
— Harrisons and Crosfield estates empire — 
| the last big British grouping to hold out 
against localisation — will finally have 
“соте home." But there will be more than 

mere symbolic significance to the listing of 
.HMPB, which inherits from its British- 
m based predecessor Harrisons Malaysian 
— Estates (HME) a string of plantation sub- 

sidiaries, some of them incorporated as 

long ago as the turn of the century. 

. Analysts will be keenly watching the 
_ group's performance in an operating envi- 
"a ronment which even HMPB's new owners 
admit is already far tougher than when the 
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— takeover was agreed four months ago. 


|. Тһе deal provided for an unusual — and 
(7 


_ complicated — partial cash offer designed 
— to give state-owned Permodalan Nasional 
- at least a 50% stake in HMPB (REVIEW, 
` June 11). In the first place, each of the 
И i 166.95 million 10р (17 US cents) paid-up 
| shares in HME was to be split into two 50 
— M cents units in HMPB, which was 
a formed from a six-year-old shell company 

originally known as Peddie Plantations. 

. Then the parent, Harrisons and Crosfield, 

- was to sell five-eighths of its 80.82% block 

_ forcash to Permodalan, Malaysia's largest 

v - investment trust for bumiputras (Malays 
- and other indigenous peoples). Harrisons 
- and Crosfield would keep the residual 
30.31% in HMPB, which it later said 
would be trimmed to a maximum of 30% 

| within a year. 

HME's minorities, mostly small 
shareholders in Britain, would get the 
'same terms: either sell five-eighths only 

| for cash to Permodalan, or keep all their 

_ shares. If none of them went for the partial 

br cash alternative, their combined holding 

. would remain at 19.1895. If they all went 
for it, they would still be left with a rump 
of 7.19%. In the same way Permodalan's 
eventual interest could range from 
50.51% up to 62.5% at the most. 

Brokers were apparently divided in 

their advice to the majority shareholders. 

. «Some said they should go for the full share 
_ Swap and retain their holdings in what was 
arguably Malaysia's most prestigious 
plantations group. Others said they 
‘should accept Permodalan's partial cash 

bid of 176p per HME share as of July 22, 
which would increase to fractionally 
below 182p by the time payment was ac- 
tually made three months later. The mar- 
ket price, they advised, would be unlikely 
to hóld at that level for long. HME's rating 
on the London Stock Exchange had ac- 
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tually plunged from a high of 180p in 
January to a low of 140p on the last trading 
day before the scheme of arrangement 
was announced on June 1. 

In the event, most of the minorities de- 
cided to go for the cash. According to the 


document of introduction for HMPB's 


listing on the Kuala Lumpur exchange 
published here on September 24, by the 
time the offer closed in London eight days 
earlier nearly. two-thirds of the HME 


shares eligible for the cash alternative — 


13.3 million out of 20 million — had taken 
it up. That gave Permodalan an extra 26.5 
million shares in HMPB on top of the 


168.6 million it would be receiving via 
Harrisons and Crosfield. 

Analysts said there were two main 
reasons why British-based minorities in 
particular would have chosen to sell to 
Permodalan rather than keep their stock. 
First, many small shareholders would be 
clearly reluctant to hold on to shares in a 
company moving from British to Malay- 
sian domicile and control. Secondly, their 
gross dividends would now be arriving in 
Britain minus 40% Malaysian income tax, 
which only shareholders with more than a 
one-tenth interest (in other words, only 
Harrisons and Crosfield) would be able to 
credit against British tax. 


ME chairman John McLeod had warn- 

ed British minorities in the document 
of the scheme of arrangement, sent out on 
July 28, that while gross dividends for 
HMPB were forecast to rise to 24 M cents 
(10.06 US cents) per share in the year end- 
ing March 31, 1983 — up 0.6 cents from 
the equivalent for HME in the previous fi- 
nancial year — the effective payout to 


British shareholders vonid drop from — 


September 16, many small shareholders 
had sold their entire stakes at the current 
market price of 150-168p rather than wait 
for a higher cash payment on only five- 
eighths of their holdings. Reports circulat- 
ing in Kuala Lumpur also said that more 
Malaysian shareholders would have 
chosen the partial cash bid had it not been 
for a shortage of option forms here. 
Those who did pull out may be con- 
gratulating themselves after reading the 
introductory document, which makes it 
plain that HMPB's value is now rather less 
exalted than it was even two months ago. 
In the first place, there has been a fall in 
the net tangible asset backing per share, 
apparently as a result of the five smaller 
transactions which accompanied the main 
takeover. These saw Harrisons and Cros- 
field buy out HME's interests in its planta- 


| tions in Indonesia and Papua New 
‘| Guinea, and HMPB in turn purchase the 
3| parent company's shares in Н and C Latex 
| and Sabah Plantations and also the entire 
| plantation management division of Harri- 


sons and Crosfield (Malaysia). 

The five transactions had the effect of 
increasing HMPB's planted area by 2,200 
ha. to more than 70,000 ha. — just short of 
Sime Darby's and Guthrie Corp.'s 74,000 
ha. each. But at the same time they re- 
duced the asset backing from the 202p per 
HME share quoted in the scheme of ar- 
rangement to the equivalent of just 1 
for two HMPB units (M$3.75 per share). 

The document of introduction also pro- 
vided ammunition for those who see 
HMPB’s July forecast of a M$50 million 
post-tax profit this year as too ambitious. 
HMPB’s directors said in the document 
that they were "conscious that the prices 
of the major commodities produced have 
in recent months weakened to a signifi- 
cantly greater extent than was antici- 
pated," but still felt able to confirm the 
earlier prediction. Gross profits, they 
said, would be M$76.09 million in the year 
ending March 31, 1983, compared to the 
equivalent of M$94.14 million for HME in 
the previous year, while the estimated tax 
charge would come down to M$26.09 mil- 
lion from M$43.24 million previously, 

But the worsening price picture casts 
some doubt on the reaffirmed forecast. 
Profits in 1981-82 were made with prices 
averaging M$2.13 a kg. for rubber, M$842 
a tonne for palm oil and M$3,449 a tonne 
for cocoa, the group's three main crops. 
Those gave sales revenues of M$225.2 mil- 
lion (92% of total turnover) and a surplus 
on agricultural trading of M$60.7 million 
(87% of the overall surplus). Investment 
income made up the balance. 

The forecast in the scheme of arrange- 
ment projected some higher average 

rices for 1982-83: M$2.20 for rubber, 
850 for palm oil (but M$2,750 for co- 
coa). Taking into account the bigger har- 
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: 2 These amounts are eben * 


* to be paid out in one lottery: 
2x1,5 MILLION = 30000000M s. | 
4x1,0 MILLION — "4000000 DM 3 
12х0,5 MILLION = — 6000000 DM. ^ 
*8x2500000M = 20000000M СЫ 
24 x 100000 DM = 24000000M 52 
12x 80000 DM = 
20x 60000 DM = 
24x 50000 DM = 
28x 40000 DM = 
25000 DM = 
10000 DM = 
5000 DM = 


1200000 DM st 

1200000 DM st 

11200000M s. 
750000 DM 


2800000 DM · 
25000M= 47500000M $% 
20000M= ^ 4000000M sj 
1500 DM — 15000000 DM | 
1250 DM = 
_ 226 400 xı, 1000 DM = 136400000 DM 


$$99909609959009. 
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by the Government. 
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rie-Einnehmer). The drawings are publie proce- . 


dures and sey move is regulated by law, This 
way it іва clean operation throughout. 
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as a winner, you'll get the full pri 

prize Ог а quarter of iti respectively. Chances 
drawn are completely even for each. a 
number in the drum: 


Everybody can play this lott 1 yl. 
It's as simple as child's play! 


* You order your ticket using the mailing 
below or simply write usa letter and tell: 
you want, ^ 


| ** Please attach, the payment. for the. t 


your order, using either. cashier's check, | 
check, personal check, travellers check, ban 


| money order. or even cash (better make that 


gistered ” malty.” 
In return you will receive: 


- Your original: ticket, along with: all: the. \мо 


mation. 


C A regular mailing of the official list of winnin 


“numbers (so you can check on our performan: 


Af you win! 


+ You'll be immediately notified by personal ‘patter: 
+ Payment of prizes is effected the fastes 


d way andinrespect of your instructions; cios 


Prizes are tree of German taxes. It is our duty to ot 
100 3 discretion. nobody knows who's buying $ 
and nobody else will find out Ahat h 


just for yau do know : 
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ай chang 
ibber,: they i 

ly M$2. 05. palm oil would fet 
$750 and cocoa M$2,800. 


erim financial and crop 


| ed a week earlier. 
that the company would need to average | 


a tonne for its palm oil and M$2.48 


ings were made. 
рапу eclined to give de- 
ails of the cutbacks other than'to say there 
| tightening of the belt" 
ons. HMPB's room 
tems’ fairly limited, 
jon of any significant re- 
"among the group's 20,000 
Or example — partly because plan- 
abour is already in short supply and 
ly because one of the conditions of the 


ement with Permodalan was that. 


E's employees would continue to 
on not de favourable terms than 
* Estate maintenance 


auch; as the degree of care of. 


ystem — could be relaxed 


‘trading 
hus fell from 5. 3 million to £3 million, 


“but a 1.5 ‘million surplus from the sale of 

Лапа 

"higher to £5.6 million and post-tax income 
up by 40. 5% to £4.3 million. 


{рей take gross profits 20.9% 


ithin Malaysia immediate attention is 


; more likely to be focused on HMPB's 
"performance on the Kuala Lumpur Stock 
“Exchange, where it will be introduced 
“simultaneously with its new London listing. 
‘Analysts expected an opening price of 


something between M$3.25 (equivalent to 


‘the: lower end of the 160-165p range at 


which HME has been dealing privately 


"over the past two weeks in London) anda 


net asset value of M$3.75. The cash pay- 
ment due on October 2 will be worth 
some M$3.70. 

.. Even at the lower price, HMPB would 


“have a market valuation of almost M$1.1^ 


billion, putting it only marginally behind 


‘current leader Malayan Banking and far 
. ahead of plantations rival Sime Darby’s 
M$712 million. Early interest from small. 


bumiputra institutions — until now denied 


в ‘crony’ suddenly 
d from Marcos 


government's Philippin 
and Toyota of Japan, 
€ distinction of being the first Tomey} 
; entre reneur to be Seay 
ial ci 


‘burst came in response to a Challenge to | 


Marcos". assertion on. the US TV 
gramme .. Meet . the Press: 


pro- 


{һай nó | 


j maining fore 


Mala 


Malaysian" Plantations has som 
ha. in Kedah, Selangor and Joh 


10 quoted companies in the 


Crosfield stable 


policies,’ 


‘together he 


the ‘Philippine’ 
Corp. (Philfinance), blata 


limits set 
тен beaks 


businessmen in the Philippines. received © E 


favoured treatment because of their as- 


|, sociation with him. 


the aftermath of the 


"fair in early 1981, three so-call 


saw their ‘fortunes crumble 
Cuenca of the mammoth 


“and Development Corp. of t the ашр, 


ў Development ` Co. (NDC 
“equity and some of its financial shige 


tions. Also, Herminio Disini of the Herdis 


group of companies ae the NDC’ s “с 


| Чеп group. 


- Silverio vied: for a sit i 


E ernment-sponsored 





` | and other regul 


‚ Silverio, 


"the: Central B: 1 





nounced an 
trade deficit 


ing worries have now touched the yen. 


| First it was the Deutschemark, over Po- 


f. : Вевл Square and Latin Ametican 
ebt suggested to bears of the dollar that 
the currency's rating might go the way of 
he US banks' stockmarket status. But 
‹ е problems of Dai-Ichi Kangyo 
. in Singapore are a reminder that 
е problems of international banking 
re just that — international. . 
` Nemesis for the dollar will come in 
time. But probably not this year. There 
re abundant reasons for staying with 
_USinvestments — but with thé bond and 
equity markets rather than short-term 
instruments. 
An enormous amount of cash is over- 
. hanging the bond and equity markets, 
which helps explain the record 18% rise 
of Wall Street's Dow Jones Industrial 
erage between August 12 and Sep- 
ember 7.: Although equities have since 
paused for reflection; bonds have con- 
nued to move up and could have plenty 
of room to go yet. While three month 
T 


Despite the nini Bight from бк seen 
recently, the amount of cash in US in- 
stors’ hands as a proportion of total as- 
sets remains very high. There is some 
_ US$226 billion sitting in money-market 
funds in the US (equal to about a quarter 
‘of the total capitalisation of Wall Street) 
with an average maturity of 30 days. 


|. Yields on the funds have been falling 
_ steeply and are now just below 10% — | 


far above the average yield on the 


lig 





| funds’ cash or the 12% of assets inh 


US mutual funds are currently holding as 
ity to give Wall Street a further up- 
st 


companies’ shares. аг ur- 
ell 1g at two or three times t hei 


compelling (if rather i 


new heights, though, is the fact that (ac- 
cording to. First Pacific Securities. in 
Hongkong) the average industrial com- 
pany in the US top 400 is selling ata 50% 
discount to replacement cost of as 


Ssets. 
@ MANILA never lacks for. implausible 
But one which. against all | 


rumeurs. 
reason, has proved remarkably. durable 
is that the governor of the Central Bank 
of the Philippines Jaime Laya was about 
to be replaced by Cesar Zalamea, chair- 
man of the. Development Bank of the 
Philippines. Laya has actually won high 


praise for his tough but deft handling of 


the financial crisis sparked in 1981 by the 
disappearance of financier Dewey Dee. 
The crisis coincided with his taking over 
the job. Indeed, so firmly has Laya es- 
tablished his reputation that his sudden 
demise would damage the Philippines’ 
battered reputation. But the rumours 
have persisted even despite lauding of 
Laya and specific denials of the rumours 
by President Ferdinand Marcos himself. 
The sources of the rumours cannot be 
ascertained but the shy, soft-spoken 


Laya has made a fair number of enemies, 


in his attempts to bring reason and cau- 
tion into monetary-affairs management. 


One aggrieved party, Antonio Gat- 
‘maitan, former head of investment 


house Atrium Capital Corp. is now suing 
Laya. Gatmaitan alleges that Laya in- 


` duced other banks not to hire him, and |. 
that "squeeze" tactics forced him tore- 


sign the chairmanship of Commercial 
Bank of Manila: 


_ Atrium and. Commercial. Bank were | 
both parts of the Herdis group of former | 
| presidential “стопу” Herminio Disini.” 
| 1 is left with a bundle of Dee | 


in return for a bail-out was 
he central bank to merge with 


.another Herdis- finance company оп. | 
` onerous terms, causing Herdis to have to 
ѕе off other. corporate. interests and 


Commercial. Bank to government en- 


More тесей but less public critics of 


` Laya include those who not o 


like tosee the hc credit poli 
) money 


Dow of агоџпа 6.25%, which itself is | ci 


comfortably above i iflation. 
It does not need 
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ments group chairman. Chung. 

man has settled a legal wrangle 

merchant bankers, W. 

sale of. Eda shares he! W 

under a. buy-back arrangement. 

ever, Eda is still at odds wit i 

Malaysia Finance, a.. fast 

Hongkong ` subsidiary of 

Bank Bumiputra. The subsidiary. 

heavy loan exposure to sever 

groups. Its total assets at end 

HK$3.85 billion (US$621 m 

exactly 100% on a year earlier... 
The Wardley settlement ha: 


highlight the extent to which some т 


chant banks and finance 


property cor 
take to bt 


. notes. to the accounts state 


company has been grant 


| the sale of its quoted investmen 


current price at which. the option. 


know how those option prices. со пр 
y | with current ones. Eda is now selli 


s against a mi 
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Left high and dry 


Recession, protectionism and ill-judged diversification 


pino property threaten the survival of Hongkong's textile sector 


By Mary Lee 

. Hongkong: Thin order books and the 
 property-market slump are concentrating 
3 the minds of this territory's founding in- 
i strialists — textiles manufacturers — on 
the increasingly difficult problem of survi- 
- val. When exports to the major European 
| ed and United States markets started slipping 
- 4n 1980, many saw the property bandwa- 
gon asa means by which they could stay on 
the road to profits. Textile manufacturers, 
, Who had fled from Shanghai in 1948-50, 
. just before or after the communists came 
- into power, had acquired huge plots of 
к» ‘and over the years in the New Territories 
- toset up their mills. 
"© By the late 1970s, however, this low- 
.. technology industry was coming apart at 
_ the seams under the combined pressures 
боѓ rising production costs, trade protec- 
.. tionism in the West, growing competition 
| from other less-developed countries and 
5 > crippling interest rates. Many decided to 
— close mills and to redevelop their proper- 
ay ties, either in joint ventures with develop- 
=- ers or simply by selling off the land. Now 
۶ ` "that the property vehicle has ground to a 
— halt, the industrialists-turned-developers 
— find themselves doubly burdened by the 
- continuing recession in the Western mar- 
‘kets and an oversupply of industrial and 
И commercial space on the outskirts of the 
^ . business districts. 
<; Of 17 publicly listed textile and garment 
` manufacturing firms only three had not di- 
© versified into property and one of these — 
E Far East Wool and Fibre Mill — closed 
= nearly two years ago after suffering losses 
` - totalling HK$6.8 million (US$1.1 million) 
over 1977-80. Of the other 16 with prop- 
erty interests, one — Alexandra Knitters 
— closedits garment business in 1981 after 
_ declaring net profits of HK$2.6 million 
^ ` and entered the deposit-taking field. 

Gier profits from sales of sites 
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or completed redevelopments have been 
fairly spectacular until recently and have 
compensated for losses in the textile busi- 
ness. Hongkong Worsted earned а 
HKS517 million profit from this in 1979 — 
a performance unlikely to be repeated. 
Last year, it lost HK$1.4 million. With a 
new industrial building due for comple- 
tion later this year, its latest annual report 
stated: "Tt is hoped that the recent drop in 
the Hongkong prime rate is a prelude to a 
return to more normal conditions in the 
[industrial] sector" where demand for fac- 
tory space is particularly depressed. 
Another textile firm, Unisouth, was 
able to post total profits of HK$93 million 
for the year ended last March, as a result 
of the sale of an industrial building. Uni- 
south's textile division, however, is under 
increasing pressure from rising costs. De- 
tails of how this division fared have not 
been released. But as recently as last Feb- 
ruary, Unisouth entered into a joint ven- 
ture with Cheung Kong (Holdings), à 
leading property firm, to redevelop a 
4,280-sq. m. site then valued at HK$103.3 
million. Whether or not the firm will con- 
tinue to place "greater emphasis on the 
property market" in view of the oversup- 
ply of industrial space remains to be seen. 


Еш е from property enabled Nan 
Fung Textiles Consolidated — one of 
the largest textile firms in Hongkong — to 
post total net profits of HK$110 million 
for the year ended last March — a drop of 
48% from the previous 12 months, and de- 
spite a lossof HK$16.5 million incurred by 
its textile operations. This loss was a dras- 
tic turnaround from the 1980-81 profit of 
HK$23.7 million, which was already a 
63% drop from the previous year. 
Nanyang Cotton Mill, reduced to a 
shadow of its former self (which was simi- 


dz d. ма) ` 
textile losse 


ost profits despite 
i Ч fos million o 
and HK$1.3 million in the first half of 1982 
and will similarly show a profit for the 
whole of 1982. Last year's loss was more 
than covered by an extraordinary profit of 
HK$41.95 million from the HK$70 million 
advance payment by Cheung Kong for a 
huge site. This year's loss will be similarly 
covered by the balance.of the HK$174 mil- 
lion transaction. 

That property ventures are no longer 
reliable sources of either recurrent or 
extraordinary earnings is reflected in an- 
nual reports of textile companies. Nan 
Fung's said: *As the property market is 
down, it will not be known [until] mid- 
1983 what results [its huge commercial 
development in Tsuenwan new town, due 
for completion next April] will bring." 
Nanyang's founder, and managing direc- 
tor, Wang Yun-cheng, said: “I don't think 
it's worthwhile to go. into property any 
more, but I don't know how many years it 
would have taken to make the profit from 
textiles that we made by going into prop- 
erty." 

With the property bandwagon at a halt, 
textile companies find themselves in a 
situation similar to that of the property de- 
velopers: they have, been landed with 
over-valued assets. In early 1981, Nan 
Fung's properties under development 
were valued at HK$349.5 million, com- 
pared with HK$1 million in 1980. But the 
clearest example of over-valuation comes 
from Nanyang's transaction with Cheung 
Kong: in 1980, the site was valued at 
HK$295 million and was to have been re- 
developed jointly with Cheung Kong. “In 
view of the current state of the property 
market," said Nanyang's interim state- 
ment recently, “the joint venture has been 
cancelled" and the site sold to Cheung 
Kong for 41% less than its stated 1980 
value, 

Textile manufacturers are not the only 
ones holding on to devalued properties. 
But they are arguably the worst hit of all 
the various manufacturing sectors in the 
present recession. Moreover, they seem 
increasingly less able to bounce back into 
producing substantial exports when mar- 
kets pick up, which they must eventually. 
Dormant factories, after all, have inher- 
ent elasticity. But having disposed of 
much of their “seed stock" — the land — 
textile manufacturers will have to spend 
millions to acquire the huge amount of 
factory space their processes require to re- 
enter the trade, and this they are unlikely 
to do. 

The vice is just too tight. On one hand 
are high operational costs and increasing 
competition from South Korea, Taiwan, 
Southeast Asia and, increasingly, China. 
Manufacturers are also moving their oper- 
ations to neighbouring countries where 
lower costs of production provide a much 
better chance of survival. On the other . 
hand, there is growing protectionism in 
Europe and the US. 

Other factors likely to undermine this 
sector's ability to respond to a future up- 
turn in demand include the shortage of 
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labour (local-born youth is turning to 
cleaner industries, such as electronics, and 
the tertiary sector) and of orders. Over- 
seas buyers, also facéd with threat to sur- 
vival, are settling into a trend of ordering 
later and in smaller volumes. And unless 
the textile sector restructures itself ac- 
cordingly, it will not be able to undertake 
such business profitably. As orders now 
stand, manufacturers’ plans have been 
thrown into disarray. 

None of these negative forces are new, 
but they have never been so intense as 
now, threatening the very base of the tex- 
tiles and garment industry. Official fig- 
ures, showing that 16 mills had closed in 
the year ended December 1981 and nearly 
9.000 workers (19% of this sector's work- 
force) had been retrenched, do not reflect 
the true gloom, industry sources say. Not 
all plants which close notify the relevant 
government department. Nevertheless, 
another nine closures were recorded be- 
tween January and March 1982, with 
1,655 more jobs lost. But the clearest signs 
of a shrinking cloth sector are the 20% 
drop in man-hours worked at mills and the 
43% fall in raw-cotton stocks in 1981. 


he trend is gathering momentum: man- 

hours worked fell another 12% in the 
first three months of 1982. The value of 
- fabrics exported in the first half of 1982 fell 
by HK$60 million or 2% compared with 
the same period in 1981, indicating a fall of 
at least 8% in real terms. Commented 
Nanyang's Wang: “There have been many 
bad times in the past 35 years, but none 
has prevailed this long.” Few industrialists 
dispute the view that the spinning and 
weaving sector, the link from which the 
vital textile and garment industry chain 
grew, is now beyond restoration. The rest 
of the industry, they maintain, can survive 
only if the dyeing and finishing sector is re- 
vitalised. 

Dirge-like annual company reports cry 
out for government assistance for the 
"dirty" dyeing and finishing sector which 
is suffering an extra squeeze from anti- 
pollution laws. The Federation of Hong- 
kong Industries (FHKI) submitted to the 
government last April a comprehensive 
study spelling out the need for a 180,000- 
sq. m. special dyeing zone. "If allowed to 
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movê into a special zone," the FHKI said, 
"this faltering séctor could be effectively 
revived . . „апа benefit other sectors in the 
textile and garment chain," which in 1981 
accounted for 40% of Hongkong's total 
export earnings of HK$80 billion. 

Two dyeing and finishing factories, the 
FHKI said, have already submitted plans 
to the government involving investments 
of about HK$400 million (excluding land 
costs). What these and other large 
operators badly need are cheap land, 
adequate water supplies and facilities for 
treatment and discharge of effluent. But 
even with a special dyeing zone, "not all 
the factories can be saved," said a FHKI 
spokesman. "However. if we provide 
enough land and infrastructure for 12% of 
the firms which account for 70% of out- 
put, then we'll be OK. These 12% of 
finishers have already become very ineffi- 
cient because of physical constraints like 
inadequate factory space." 

According to the FHKI: *Without posi- 
tive action, the industry will probably 
move elsewhere and the damage will be ir- 
retrievable. Other countries in the region 
are [encouraging] the industry to move, 
providing generous incentives. For exam- 
ple. Taiwan considers the bleaching, dye- 
ing, printing and finishing -sector a 
strategic industry, and has offered loans 
for 80% of investment capital at 2% below 
market rate, and land at only 5% of the 
current price at [Hongkong's] Taipo In- 
dustrial Estate" (where land, at HK$952 a 
sq. m., is the cheapest in the territory). 

` Despite the urgency of the problem, no 
progress has been made on the FHKT's 
proposal which, a government source 
said, does not provide a convincing argu- 
ment as to why this particular sector 
should be given a subsidy in the form of 
free or cheap land. The government does, 
however, provide cheap land for selected 
industries using clean and relatively 
higher technology — to help diversify 
manufacturing up-market — at the two 
large industrial estates, Taipo and Yuen 
Long in the New Territories. Assuming 
that fabric finishers are willing to pay 
HK$952 a sq. m. for land in these estates, 
there is still the problem of pollution and 


water supply which, the FHKI says, is in- 
г) 


adequate for this sector. 
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Multi-Purpose slides 


wot í é 

After seeing earnings drop by 35% in 
1981, Multi-Purpose Holdings — the in- 
vestment arm of the Malaysian Chinese 
Association — suffered a further setback 
in the first six months of 1982 as post-tax 
profits plunged from M$4.5 million 
'(US$1.9 million) to just M$1.2 million. 
A 62% higher tax charge of M$3.9 mil- 
lion was partly responsible for the steep 
fall, but figures released earlier for the 
group's main affiliates showed also how 
recessionary operating conditions had 
eaten into income. 

At 5495-owned Malaysian Planta- 
tions, for example, weak commodity 
prices took gross profits down 73% to 
M$1.7 million in the first half, while 
post-tax earnings ended 83% down at 
just M$513,000.. The slowdown in the 
property market resulted in a drop of 


Faber Merlin advances 


Profits at the Chang family's Faber Mer- 
lin Group of Malaysia — headed by 
Chang Lee Sian since the death in March 
of her father, banker Chang Ming Thien 
— more than doubled in the 12 months 
to June 30 but still fell noticeably short of 

, target. With turnover 63% up at M$82.4 
million (US$34.9 million), the hotels 
and property-development group posted 
a M$8.4 million rise in pre-tax income to 
M$14.7 million, missing by M$2.3 mil- 
lion the forecast issued in connection 
with a.one-for-three rights issue last 
year. Tax charges were 75% higher at 
:M$5.3 million, giving a net earnings fig- 
ure of M$9.3 million, virtually treble last 
year's M$3.2 million. 

Directors recommended a final di- 
vidend of 4 М cents on every М$1 ordi- 
nary share, making a total distribution 
for the year of 7.5 cents, compared to 6 
cents in 1980-81. Allowing for income 
tax of 40% and the earlier increase in the 
share capital to M$116.9 million, Faber 
Merlin's actual payout — if it is ap- 
proved at the annual general meeting in 
November — will be two-thirds higher at 
M$5.3 million. — JEFFREY SEGAL 


Confidence amid gloom 


Hongkong-based Sun Hung Kai Proper- 
ties ted ' net profits up 7% at 
HK$671.2 million (US$108.2 million) 
for the year ended June 30. Turnover 
was down 26% at HK$1.41 billion. De- 
spite currently depressed conditions in 
the Hongkong property market, chair- 
man Kwok Tak-seng said he expected a 
satisfactory performance in the current 
year with dividend payments being 
maintained. With net current assets of 
- HK$1.3 billion, the company was well 
positioned to participate in sizable pro- 
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М$3.7 million to M$6.1 million in pre- 
tax profits for 42%-associate Bandar 
Raya Developments and a 42% fall in 
the net figure to M$3.2 million. Gross 
income for 80%-owned trading group 
Guthrie Bhd, based in Singapore, rose 
only 6% to $$6.9 million (US$3.2 mil- 
lion), while after-tax profit was 17% 
down at $$2.1 million. Only 39%-owned 
Magnum Corp., whose main business 
is forecast betting, saw any improve- 
ment. ; 
Magnum's gross income rose from. 
M$15.4 million to M$21.7 million and. 
post-tax profits almost doubled from 
M$6.2 million to M$11.6 million. 
Multi-Purpose, which paid no di- 
vidends in 1981, said it would not be re- 
commending any interim distribution 
this year. — JEFFREY SEGAL 


jects, he said, though stressing it was cur- 
rently adopting a conservative policy. 
Final dividend was fixed at 40 HK 
cents a share, unchanged from last year 
but on enlarged capital after a one-for- 
four scrip issue. Including the interim, 
the year’s payout comes to 64 cents per 
share, down from last year's total of 79 
cents, which included a cash bonus of 15 
cents. — A CORRESPONDENT 


Dunlop Olympic up - 


Diversified Australian industrial group 
Dunlop Olympic Ltd boosted its net pro- 
fit by 35% to A$53.3 million (US$51 mil- 
lion) in the year to June 30. Group re- 
venue was up 17% to A$1.3 billion. 
Write-offs totalling A$37.45 million, the 
main component of which was the write- 
off of goodwill associated with the pur- 
chase of Olex Cables, cut the final profit 
to A$15.9 million. 

Unlike most Australian industrial 
groups, Dunlop Olympic did not experi- 
ence any drop in demand in the second 
half, with profit rising 33% in this period 
to A$25.5 million. During the year, the 
depreciation provision was raised to 
A$15.8 million (A$11.5 million previ- 
ously) while the interest bill was boosted 
to A$19 million (A$12.4 million previ- 
ously). A final dividend of 5 A cents a 
share has been recommended, taking 
the total to 9 cents a share (8 cents previ- 
ously). — BRIAN ROBINS 


Clouds over Swire 


Hongkong-based trading group Swire 
Pacific reported an attributable profit of 
HK$200.9 million (US$32.8 million) for 
the half-year ended June 30, 3.6% up on 
last year’s interim of HK$194 million. 
But chairman Duncan Bluck warned 
that profit for the full year would be 
lower than that achieved in 1981 


(HK$728 million), primarily because of 
reduced contributions from 72%-owned 
Swire Properties. Nonetheless, Bluck 
said he expected the full-year dividend 
to match that of 1981. Interim dividends 
were unchanged at 24 HK cents per A 
share and 4.8 cents per B share. 

For the first half, profits from Swire 
Properties attributable to the group 
dropped by 8% to HK$128.3 million. But 
earnings in other sectors covered by the 
group, such as trading and shipping and 
offshore services, held up better. How- 
ever, Bluck warned of difficult times 
ahead. At associate Hongkong United 
Dockyards, for example, profits would 
be much reduced in the second half be- 
cause of the deep recession in shipping 
markets. Results at the newly formed 
trading division, linking Swire and Mac- 
Laine and the 50% stake in Swire-Lox- 
ley, were likely to be lower than last year 
because of difficult conditions, particu- 
larly in export markets. Financing also 
poses a mounting burden with a 38.2% 
jump in net interest charges for the first 
half to HK$182.3 million. 

Overall, the group's performance was 
in line with market expectations. One 
broker estimates full-year earnings at 
HK$675 million. — CHRISTOPHER WOOD 


Australian transport group Thomas 
Nationwide has reported an 18% rise in 
net profit to A$62.6 million (US$60 mil- 
lion) in the year to June 30. Results 
would have been better were it not for a 
sharp decline in earnings in the second 
half. Revenue rose 30% to A$1.36 bil- 
lion. During the first half, the group 
managed a profit improvement of 56% 
to A$40.6 million, but fortunes changed 
in the second half and the group suffered 
a 19% earnings slide to A$22 million. 
While profits were dampened by the 
sluggish economy, interest charges rose 
to A$43.6 million, well ahead of the 
year-earlier level of A$27.8 million. The 
depreciation provision was raised to 
A$25.8 million (A$23 million previ- 
ously). A final dividend of 3 A cents has 
been declared. — BRIAN ROBINS 


Steaming ahead 


Australian industrial conglomerate the 
Adelaide Steamship Co. reported a 36% 
rise in net profit to A$24 million 
(US$23.2 million) in the year to June 30, 
on group revenue which more that dou- 
bled to A$322.8 million. Higher interest 
and depreciation charges bit into earn- 
ings, though the group, which has em- 
barked on an ambitious diversification 
policy, weathered the storm. There was 
also a high level of extraordinary in- 
come, totalling A$30.5 million, owing to 
sales of assets of associates. The final di- 
vidend has been raised to 10 A cents a 
share, taking the annual payout to 19 
cents, up from 17. — BRIAN ROBINS 
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` Jitters in Hongkong 


Ге remained: comparatively lack- 
lustre on most Asian markets during 
the period to Sept. 27, save for Hongkong 
where renewed political. uncertainties 
again prompted a wave of selling, led by 
small investors. Bangkok recovered some 
ground but sharp falls in Australian in- 
terest rates failed to spark off a sustained 
rally there. 


Hongkong 


Prices were steady in nervous trading dur- 
ing the first four days of the period as the 
market awaited the outcome of British 
Prime Minister Margaret Thatcher's visit 
to China. On the last дау, Sept. 27, the 
lack of concrete results from the visit on 
the issue of Hongkong's future had be- 
come known and sellers. with small inves- 
tors in the forefront, came out in force. 
The Hang Seng Index lost 83.7 points that 
day, and its close of 1,012.6 was the lowest 
in a month. The jitters shook blue chips 
most and continuing nervousness might 
drag the market down further, brokers 
said. The overall loss for the period 
amounted to 105 points. Turnover was 


low to start with but rose steadily to reach 
HK$297 million (US$48.6 million) on 
Sept. 27. ; 

Australia 

Despite sharp falls їп domestic interest 
rates, the softer trend in gold prices kept 
share prices under. pressure - with the 
Australian All-Ordinaries Index gaining 
only 3.4 points over the period to close on 
Sept. 27 at 514.6 points. During the 
period, the index gained ground to peak at 
523.2 points at the close of trading on 
Sept. 23, but the continuing weakness of 
gold held back a number of mining stocks. 
Local institutions remained largely out of 
the market, only trading in selected 
stocks, The decline in interest rates will 


improve the profit outlook for a number . 


of industrial firms, though with the con- 
tinuing recession this may not be marked 


New Zealand 


Recovery continued though price trends 
were mixed most days. In a quiet period 
for company reporting those announcing 
results maintained the trend of good profit 
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increases. The rush'of companiés offering 
fixed-interest debt continues and now in- 
cludes a larger group of leading names 
than the market has seen for some years. 
At the end of the period there were 
rumours that the government would ex- 
tend its interest-rate controls to limit the 
rates being offered by these industrial bor- 
rowers — rates offered by financial in- 
stitutions are already controlled. Looming 
industrial problems at Fletcher Chal- 
lenge’s Kaweraw newsprint mill could 
prove unsettling in the period ahead. 


Tokyo 


The depreciating yen dampened investor 
enthusiasm and overall prices moved in a 
narrow range: Blue chips held ground, 
while lower-quality stocks generally 
drifted marginally downwards. Textiles 
and paper and pulp issues weakened. The 
Nikkei-Dow Jones Average closed at 
6,975.50 for a fall of 67.13 points during 
the period: Turnover was sluggish. 


. 
Taipei — 
The average "Weighted price index 
slumped seven’ points, ending a month- 
long rally. Average volume fell sharply to 
NT$543 million (US$13.5 million). The 
recently announced bankruptcies of two 








be 


listed companies caused heavy selling 
pressure. Analysts see two counter- 
balancing forces over the next two wecks. 
The sale of US$125 million of government 
bonds is expected to find an enthusiastic 
response, but announcement of third- 
quarter earnings of listed firms is likely to 
cast a pall over the market. 


Singapore 
The market was bullish for most of the 
ees except for an unexpected bout of 
eavy selling on the final day caused by jit- 
ters in Hongkong over that territory's fu- 
ture. Fraser's Industrial Index rose 160.98 
points to 3,826.01 before dropping 54.51 
points to 3,771.50 on Sept. 27. An increas- 
ing number of analysts feel the index could 
rise in the short term to around the 4.000 
mark on investor confidence despite weak 
fundamentals, but are reluctant to predict 
medium-term trends. There was increased 
institutional buying. both foreign and 
local, of blue-chip stocks. But most inves- 
tors remained cautious. 


Kuala Lumpur 


In the absence of any significant pre- 
budget news at home, the market con- 
tinued to look overseas — particularly to 
Wall Street — for leads. Fraser's Indus- 
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trial Index showed a modest gain of 54.9 
points to close at 2.243.92 on Sept. 24 be- 
fore the exchange shut down for a public 
holiday. Turnover was 1 million shares 
higher in the four days of trading than in 
the previous full period, with 27.6 million 
shares changing hands, though values 
dropped by 2% to MS$69.2 million 
(US$29.3 million). Malayan United In- 
dustries climbed back to lead trading after 
a two-month lapse, closing 30 M cents 
higher at M$3.62 on turnover of 1.5 mil- 
lion units, but elsewhere interest con- 
tinued to be focused on lower-liners. 


Seoul 


The sluggish mood that has dominated 
the market since mid-August continued 
during the latest period with the compo- 
site share price index closing unchanged 
on the period at 158.5 points. Analysts ex- 
pect bearish sentiment to continue in the 
near term, or at least until investors sce 
some clear signs of economic recovery. 
Volume was up slightly to 6.4 million 
shares. 


Bangkok 


Prices recovered over the period in cauti- 
ous buying during the last four sessions. 
The market began the period with another 
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wave of selling, but confidence returned — 
and prices began to edge upwards with 
buying picking up on Sept. 24. Average _ 
daily turnover was Baht 56.6 million | 

(US$2.5 million). The Book Club Index _ 
gained 3.8 points over the period to close _ 
at 112.63. dE 


Atlas led an across-the-board retreat by | 
big mines amid talk that, despite the gov- _ 
ernment's copper subsidy, it wouldincura — 
net loss of P 185 million (US$21 million) in _ 
the second half. Other big losers were - 
Benguet, Lepanto and Philex. though 
trading in these issues was quite slow. The 
brisk transactions were in small mines and 
oils where holders unloaded 415.2 million — 
shares of gold-producer Carmen Min- 
danao; almost 20% of total volume turn- | 
over of 1.89 billion shares. There was 
selective buying elsewhere. Combined 
business at the two exchanges was worth — 
P27.4 million or nearly twice the preced- 
ing week's total. y 
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We care enough not to serve 
you coffee amidst the remnants 
of your meal. 
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No matter how good the meal, nobody can relax over coffee surrounded by dirty dishes! 
Lufthansa cares enough to clear them all away and then serve you coffee in an individual coffee 
set. A detail, yes. But doesn't it tell you something about the way we do things? 


© Lufthansa 
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Total assets: 100,500 million 
Swiss francs (30. 6. 82) 


Capital and reserves: 
5,300 million Swiss francs 
Head Office: 
Jahnhofstrasse 45, Zurich 
230 offices throughout 
Switzerland. 


Worldwide network: 
Europe: London. 
Luxembourg, Madrid, 
Monte Carlo, Moscow. 


North America: 

New York, Chicago. 

Los Angeles, San Francisco 
Houston, Cayman IS 
Hamilton/Bermuda 
Montreal, Toronto, Calgary. 


Latin America: 

Mexico, Panama, Bogota. 
Caracas, São Paulo, 

Rio de Janeiro, Buenos Aires 


Middle East: Abu Dhabi 
Bahrain, Beirut. Tehran 


Far East: Tokyo, Hong Kong. 
Singapore 


Australia: Melbourne, Sydney 
Africa: Johannesburg 


“Project Financing ? 


In the complex world of international can locate or provide the substantial 
finance, the experienced UBS project capital resources and financial 
financing team helps governments, know-how needed for such projects. 
sponsors and institutions to realize Our finance specialists are highly 
important projects. Worldwide. versed in co-financing with develop- 


UBS, as a major international bank, ment institutions, in export credits, 


v 
LÀ 
ә 
2 
= 
ds 
M 
e 
N 
M 
N 
> 
9 


— 


SZ Аҹ. 
Definitely UBS.’ ы 


syndicated loans, performance 
guarantees, and in offering financial 
assistance for structuring industrial 
and resource-related ventures. 

If you need the backing of a global 
banking institution, call on UBS. 
International finance is our business. 














Union Bank 
Ж» of Switzerland 


LETTER FROM MANILA 


[: 1980 the Philippine tourism industry 
joined the Asian millionaires’ league: 
the nation attracted more than a million 
visitors for the first time. Then a series of 
unpleasant surprises shook the fledgling 
industry. which had grown fivefold in 
eight years. The general world recession 
hit the American and Japanese markets, 
which each contribute around 20% of 
the Philippines’ tourists. There were 
alarmist media reports of a worsening 
law-and-order situation in Manila with 
the ending of martial law. News of con- 
tinued insurgency in southern Mindanao 
island and of bombings in Manila itself 
kept the travel trade jittery in the United 
States (never the source of the most ad- 
venturous world travellers). 

The campaign against Japanese men- 
only “sex tours,” both in Japan and the 
Philippines, made Japanese tour 
wholesalers nervous. A British press 
campaign against the Philippine practice 
of eating dogmeat did 


Golf in the 
Philippinesisrec- 
koned to have 
started when 
American troops 
fighting Muslim 
rebels їп Min- 
danao decided to set up a 1911 version of 
a golfer's R and R (Rest and Recreation) 
facility їп Zamboanga. (There is of 
course a British — or rather, Scottish — 
claim to challenge this. Railway en- 
gineers from North Britain working on 
the sugar-bearing Visayas railway line 
laid out a course near Iloilo around the 
same time.) 

The American colonial authorities 
also established the Manila Golf Club — 
at which Filipino golfers were denied 
membership. In retaliation, the Filipino 
aristocracy founded Wack Wack, which 
ironically became young Dwight 
Eisenhower's favourite links during his 
lengthy Manila tour of 





not help to encourage the 
European market to ex- 
pand. Nor did a French 
TV report on child pros- 
titution in Manila. 

But the Ministry of 
Tourism, set up in 1973 
by its long-serving minis- 
ter Jose D. Aspiras, is not 
giving up. Visitor arri- 
vals may have dipped al- 
most 7% in 1981, 
tourism revenue (the na- 
tion's fifth largest dollar- 
earner) may have de- 
clined in relation to the 
rate of inflation, but the 
Philippines is developing 








E duty with Gen. Douglas 

з MacArthur. 

* However, Philippine 
golf remained  elitist. 
Until fairly recently the 
country's golfing ad- 
ministrators were even 
hesitant to accept profes- 
sionals or working-class 
caddies for the national 
team. And the Manila 
Golf Club, secreted in the 
exclusive residential re- 
serves of Makati, still has 
a strict “members only” 
policy. It has refused to 
join the Philippine Golf 
and Country Club Cir- 





a new attraction that |Go/f in Baguio: a Marcos brainchild. | cuit, а PTA-sponsored 


ee 


may well rival sex and 
sun as a major tourist come-on — golf. 

Through its Philippine Tourism Au- 
thority (PTA) arm, the Tourism Minis- 
try is investing a small fortune on new or 
upgraded golf courses and the infrastruc- 
ture to service them. “The emphasis is 
on countryside development,” accord- 
ing to a PTA spokesman, and new PTA 
championship courses in Zamboanga, 
Mindanao; Cebu, centre of the Visayan 
islands; Paoay, in President Ferdinand 
Marcos’ home province of Ilocos Norte, 
and in La Union, at Magos Park, prove 
it. 

"The golf craze is a Marcos brain- 
child," commented one official of the re- 
cently revitalised National Golf Associa- 
tion. "He's made the game a national 
sport." No mean golfer himself (he plays 
off a handicap of four at the historic 
Wack Wack club), the president has re- 
cently power-driven the PTA's way 
across the Philippine bureaucracy's na- 
tural hazards. There are now close to 70 
golf courses throughout the country. 
serving an estimated 100,000 regular 
Filipino golf addicts. 


n ل‎ 


grouping of 26 clubs (20 
privately owned) that offer overseas and 
domestic visitors access to championship 
play throughout the archipelago. 

When the Japanese occupied the 
Philippines in 1941 there were just five 
courses in existence, including the short 
course around the ancient walls of Man- 
ila's Intramuros which is now a major re- 
novation project of the PTA. Forty years 
later the country’s 70 courses are in- 
tended to attract a new Japanese inva- 
sion. The PTA’s deputy general man- 
ager, Manolito V. Ilano, said: “Accord- 
ing to reliable information, there are 10 
million Japanese golfers, and if we only 
get 10% of them . . .!” 

The tourist destination that advertises 
itself as “Asia's last bargain" may well 
have developed a striking new attrac- 
tion. However, until the provincial high- 
way network and Philippines Airlines’ 
internal services can provide a more reli- 
able infrastructure, golf tours are not 
going to challenge Manila-bound sex 
tours as the country’s No. | attraction for 
swingers — whatever the definition of 
the word. — BARRY GIRLING 
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Andrew Tanzer (751-7444) 
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|Lee and I is lega 


| My letter [REVIEW, Aug. 6] managed to 
Î} attract at least two spirited apologists for 
|| Singapore Prime Minister Lee Kuan | 
| Yew's political style. In writing then, I was 
prompted mainly by my intense fascina- 


ion for Lee's remarkable ability to in 
operative politics with the 


ofa tatesman. Lee's political intent 


Singar 

clearly ice Here are more exam- | 
pies: 
» Why did Lee not step down from his | 


party post of secretary-general at the same 
time as other members of the so-called old 
guard were asked to do so? Perhaps be- 


ause, as Jay Haig so aptly put it in his let-: 


ter (REVIEW, Sept. 17), Lee was.the.sym- 
bol of political stability so he should stay 


around, if only because political institu- 


ions in Singapore are not as yet firmly es- 
tablished and capable of surviving beyond 


| the old guard: 


» Lée has expressed his belief that Sin- 
gaporeans will only feel they have a stake 


| in nation-building if they also own a slot in 


the housing estate. In the wake of the 


Anson by-election debacle, when an op-. 
position candidate defeated the ruling 


Fair trade 


| You have once again drawn attention to- 
criticism from Keith St. Cartmail concern- 


ing a Hongkong Trade Development 
Council (TDC) product display in Auck- 
land earlier this year [Traveller's Tales, 
REVIEW, Aug. 6]. We wrote to him over a 
month ago and answered his allegations in 
detail. He was invited to make any further 
comment direct to the TDC, but he has 
not done so. Had there been any sub- 
stance to his complaint, the matter would 
certainly have received a public airing, for 
the TDC has no truck with concealment. 


The following facts should be sufficient 


for this particular storm in a teacup to 


|| blow itself out. The allegation was im- 
| mediately and fully investigated. It trans- 


pired that more than 260 trade visitors to 


|| the display were registered. One visitor 
| | arrived on the final day when the exhi 


tion was being dismantled. It seems like 


that Cartmail, whose name was not ree 


tered, was thi t резов. 


‘the exhibitors or ое visitors." 


cellent business was reported. This year, 


: our total trade with New Ze 


by 40% to HK$605 millior 
lion), eompari: г 
last year and this. 

market, that is 


€ for South & $^ 
UNIVERSITY CF 


y 1000 
|. party, housing confisi been ep 
ped üp. à 


> In incessantly emphasising the à 5 
ing need for young Singaporeans to 
concerned about national security gi 


the geopolitical reali 
“Asia, is Lee not trying 
` world that the future of Sing 
1 evitably be in the hands. of the 


gapore v 


‘son is the up-and-coming 


there! К 
Charles »Stephan’s. letter [Revie 
Aug. 27] was persuasive but only up 
point when he suggested that econom 


managers were preferred tope: 


rs. My whole po 

leadership successio 
nomic. managers. are professional 
averters, whereas political leaders ar 
culated risk-takers. And because 
cessful” economic managers in Sin por 
Inc. are so well conditioned to а 
ing risks (for fear of dem 
ders how, as they age, i 
meet any really tough challenge. 
deliberately working on a g 
for the leadership succession? 


Toronto 


The ‘lost priests — 


Aslam the Australian jou 


toinSheilah Ocampo's: 


pine church-state relation 
Sept. 10] I feel that I should сог 


versation with Bisho 
Catarman, norther 
In a discussion abo 
bishop handed me a до 
he "thought" he had "lost" 
priests in his diocese. = 

I quoted the conv 
sequent story for 
Herald. Various pe 


mark as meaning hat he thought 


lost eight 0 


to.mean anything else — as th. 
an of his so-called radi 


eral taking up: T pointin 
plied expressing. regre 





sntification, рп para On, : 
rs of developing countries Аза and the Pacific: 


ipe ience or experience with an international сопло со! 
er projects in dewioping countries would be àn asset. 
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MALAYSIA. 


nown Eur онга trading organisation with major inter 


ance to developing coun- 
ee -five countries, 





Burma's steadfast refusal to adopt development models from — 
or even increase its contacts with — the rest of the world has 
thrown up a pleasant surprise: isolated from the effects of global 
recession, the country's economy has grown by nearly 7% a year 
on average over the past four years, and the mini-boom looks set 


over 





which 


to continue. However, 
.Unless Rangoon ope 


the prize of isolation also carries a price. 
ns the door to foreign expertise — and 
money — to tap its wealth of natural resources, 
e longer term. Already, oil 
remarkable green revolution, which has аг 
rice кү and lately other crops, has failed to improve ж алу — 

nhibits export prospects. Mounting government 


growth will falter 
roduction is slowing. And the 
eatly boost 


stocks of 


ebt and, 


at home, lopsided wealth distribution in part because of the massive and entrenched 
"shadow" economy represent increasing pressures. But as lon 
Burma’s undisputed strongman — remains at the h 


its dilemma will 
ports. Pages 7. 


Pages 8-9 
А few ill- 
«ull chosen words 


Из Batish prie 

ritish prime 
4 БҸ minister — and 
from China — 
start a stockmarket and currency 
panic in Hongkong — and Gover- 
nor Sir Edward Youde steps in to 


announce that talks on the terri- 
tory's future have started. 


код 10 

newspaper story, a retraction 
and a reshuffle underline the left- 
ist feeling in China's army. 


Page 12 . 
The Japan-China summit is a 
textbook lesson in diplomacy. 





Regional Affairs 


Hongkong: Don't panic, chaps 
Down and down it goes . . 
Maggie sinks in the West 
China: Rearguard action 
Foreign relations: A textbook 
exercise 
Try a little tenderness 
Indochina: Flushing out Fulro 
The front's new front 
Pakistan: Shooting for the top 
Sri Lanka: Hectoring the 
opposition 
Burma: Some are more equal 
Unity is the raiders’ target 
The Karens come to town 
Philippines: Trouble at t'mill 
Education: One Han clapping — — 
Full stream ahead — — — 


Axed out of Oxbridge 


row. Bangkok correspondent Pai 


Page 21 

An unworried Zia-ul Haq plans to 
go abroad despite increasing 
awlessness in Pakistan. 


Pages 27-28 

As Burma drafts a new law creat- 
ing first- and second-class citi- 
zens, the minority Karens strike 
in the heart of the capital. 


Pages 42-43 

Singapore's plan for Confucian 
teaching runs into a wall of indif- 
ference — and school streaming 
hits stumbling blocks, too. 


Page 58 
Hongkong's latest official eco- 
nomic forecast paints a gloomy 
picture. 


Business Affairs 


Economies: Hongkong's 
two-legged MOS = 
Industry: Testing their mettle in Japan _ 
Economic relations: Tokyo's 
inhibited friendship 
Semi-secret sabotage at sea 
Textiles: That shrinking feeling 
юкер л SEE 5 24: 
Cover story: The prize of Burma's 
isolation 
Not enough black gold to oil 
industry's wheels... 1 0. 
.. . SO the offshore search resumes — 
Agreement with the World Bank 
— to continue disagreeing 
A mountain of rice poses a new 
challenge E SE ues uut 
Finance: Forcing the aid issues —— 
A plunge into Australian bonds 


g as Ne Win — no longer president but still 
elm, the country’s policy of isolation will remain and 
sal Sricharatchanya, who recently visited Burma, re- 


Cover photo: UPI 


Page 62 

The global sea-law treaty moves 
towards its final signing stage but 
powerful opposition remains. 


Page 64 

Seven Asian nations are among 
nine textile exporters which are 
still unable to reach agreement 
with Europe on quotas. 


Australian investors grab gov- 


ernment bonds as interest rates 
fall. 


Page 89 ; 

Too many restrictions cause a re- 
cently imported top investment 
manager to quit his job on a 
Singapore Government body. 
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The Vietnamese Government 
has confirmed that it will allow 
experts from the United States 
to visit Hanoi to discuss Ameri- 
cans not accounted for since 
the Vietnam war. The US State 
Department said: "We ap- 
preciate this response to our 
long-standing proposal for 
such visits.” 

Hanoi has agreed to four vis- 
its a year and the first group of 


‚ technicians could be going to 


Vietnam before the end of this 
year. They will be expected to 
discuss techniques used to 
identify remains and pass on 
information on Americans still 
missing to aid Vietnamese in 
identifying any remains. 

In August, a Vietnamese de- 
legation visited the joint casu- 
alty-resolution centre in Hon- 
olulu for training in identifica- 
tion procedures. It was invited 
by an American delegation, 
headed by Deputy Assistant 
Secretary of State Richard Ar- 


mitage, which went to Hanoi in, 


February. — TON LONG 


Singapore envoy 

to promote trade 

Singapore has appointed a rov- 
ing high commissioner, Lee 
Chiong Giam, to Papua New 
Guinea. Lee's appointment, 
confirmed late last month but 
yet to be announced, is asign of 
Singapore's economic interest 
in Papua New Guinea, to 
which it plans to send a top- 
level delegation soon to discuss 
trade. Lee, a former director of 
the regional and economic divi- 
sion of the Foreign Affairs 
Ministry, is based in Singapore 
and has no other ambassado- 


' rial functions. Port Moresby 
"retains its diplomatic represen- 


tation in Singapore at the hon- 
orary-consul level. 
FRIEDA KOH 


The ADB goes site 

hunting in Manila 

The Manila-based Asian De- 
velopment Bank has drop- 
ped a US$150 million plan 
to build a new headquarters on 
reclaimed land on Manila Bay. 
The ADB, which needs a big- 
ger headquarters for its 
growing staff, is looking at 
three possible sites in the 


Manila area, at Ortigas, 
Alabang and Makati. 
& 


The bank, which requires 7 
ha. seems to favour Ortigas 
where there are big tracts of 
undeveloped land. The ADB 
would like to decide on a new 
site within three months. The 
headquarters is expected to be 
completed in three to four 
years. — SHEILAH OCAMPO 


Sino-Soviet talks 
start in Peking 

China and the Soviet Union 
started high-level talks in Pe- 
king on October 5 aimed at im- 
proving relations. China broke 
off the earlier negotiations on 
normalisation after the Soviet 
invasion of Afghanistan in De- 
cember 1979. Leading the new 
Soviet delegation was Soviet 
Deputy Foreign Minister 
Leonid Ilyichev, one of the 
Kremlin’s top China experts. 
Heading the Chinese team was 
Vice-Foreign Minister Qian 
Qichen, who handles Soviet 


Qian: exploratory talks. 





and East European affairs. The 
talks were said to be explora- 
tory, without a known formal 
agenda, 
The initiative for the re- 
sumption of talks came from 
Moscow, following a concilia- 
tory speech by Soviet President 
Leonid Brezhnev in Baku on 
September 26. China, which 
has repeatedly stated that it 
will judge Moscow by its deeds 
rather than its words, was 
likely to demand the with- 
drawal of Soviet troops from 
Afghanistan and Vietnamese 
troops from Cambodia. The 
Soviet side was expected to 
play down third-country issues. 
— A CORRESPONDENT 





South Korea looks for 
6% growth in 1982 


President Chun Doo Hwan has 
predicted a 6% growth rate for 
the South Korean economy in 
1982. In a speech read to the 
National Assembly by Prime 
Minister Kim Sang Hyup, 
Chun said government econ- 
omists also anticipate a5% rate 
of inflation — less than half 
that recorded in 1981. Both 
rates fall within 1% of govern- 
ment forecasts. 

Given South Korea’s weak- 
ened demand for imports, a 
good harvest and a record 
number of overseas construc- 
tion contracts, the govern- 
ment’s current-account deficit 
is expected to improve consid- 
erably from US$4.5 billion to 
US$2 billion. 

— THOMAS CHESSER 


Manila axes request 
for fresh foreign cash 


The Philippine Government's 
Board of Investment (Bol) is 
reported to have rejected a re- 
quest by Gillette (Philippines) 
for additional foreign invest- 
ment from its United States- 
based parent of US$1.25 mil- 
lion. The money was to be used 
to expand its ballpoint-pen 
manufacturing capacity, but 
the Bol said the industry was 
"adequately exploited by 
Filipinos" — in other words, 
existing demand could be met 
by local producers. While the 
government has officially 
scrapped its formal list of 
"overcrowded" industries — 
and thus cannot freeze overall 
capacity — it can prevent new 
foreign investment in these sec- 
tors. — LEO GONZAGA 
Singapore to issue 
mortgage instruments 
Singapore's Financial Houses 
Association, representing fi- 
nance companies, has ап- 
nounced it will make available 
a new housing-loan cum nego- 
tiable financial instrument from 
December 1. Under the home 
mortgage-backed security, or 
MBS, the borrower need pay 
only monthly interest on a loan 
with the principal repayment 
due on the loan's maturity 
date, by which time it is ex- 
pected the property's value will 
have appreciated significantly. 
Lenders will benefit primarily 
from the negotiability of the 


Fe $ 


MBS, which will beara floating 
interest rate. 

Borrowers must meet the 
cost of insurance to cover all 
losses sustained by the lender 
in the event of default and must 
pay a commission to the Cen- 
tral Mortgage Co. of Singa- 
pore, the issuing and adminis- 
trative body for the instru- 
ment. The absence of risk to fi- 
nance companies will enable 
them to charge a lower interest 
rate than for conventional 
loans. The minimum -loan 
amount will be $S$200,000 
(US$92,600). — FRIEDA KOH 


Yen's weakness hits 

Nippon Telegraph 

Nippon Telegraph and Tele- 
phone Public Corp. (NTT) pre- 
sident Hisao Shinto told 
foreign correspondents at a 
luncheon meeting on Sep- 
tember 30 that NTT's pur- 
chases of foreign equipment 


“would be about the same this 


year as in 1981. He said the 
yen's weakness against the US 
dollar had made most telecom- 
munications imports 1.5-2.5 
times as expensive as compara- 
ble domestic equipment. He 
also projected a deficit for the 
corporation, which has been 
perenially profitable, within 
five years if revenues continue 


to fall. — MIKE THARP 
Hongkong beefs up 
market watchdog 


Hongkong's office of the Com- 
missioner for Securities, the 
market regulatory authority, is 
to double its professional staff 
in a move to be announced on 
October 7. The increase in 
manning from about 15 to 30 
personnel will allow for more 
effective regulation of the ter- 
ritory's freewheeling share and 
commodity markets and has 
been urged by Securities Com- 
missioner Robert Fell since he 
took up the post in November 
1981. Fell is a former chief exe- 
cutive of London's stock ex- 
change. 

With the changes, the pre- 
sent senior securities officer 
(legal) Derek Murphy will be 
promoted to the newly created 
post of assistant commissioner 
with responsibility for running 
a beefed-up corporate-finance 
division, an area where the of- 
fice has been criticised in the 
past for not being strict enough 
in its attempts to regulate take- 
over battles. 


— CHRISTOPHER WOOD 
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THE ORGANISATION MEN 


А Singaporean team has emerged 
from a tour of Japanese shipyards 
with a better idea of how more can 
be achieved with less labour — and 
its report, expected to be submitted 
to the government soon, should 
further the official policy of phasing 
out unskilled foreign workers. 

The team members, two men 

from the government's Economic 
Development Board and four from 
Singaporean shipyards, were 
particularly interested in ship-repair 
techniques, a labour-intensive area 
which in Singapore continues to be 
highly dependent on unskilled 
foreign labour. Sources said the 
Singaporeans were struck by how 
the Japanese were able to get more 
out of each worker through better 
organisation. 


CHANGING THE GUARD 
Elements of the 8th and 9th 
Vietnamese divisions have moved 
into western Pursat province on the 
Thai-Cambodian border, according 
to Cambodian resistance sources, in 
what may be further evidence of the 
ong predicted offensive against the 
uerillas. Western and Thai analysts 
ave received reports of troop 
movements east of the Khmer 
People's National Liberation 
Front base camp at Srok Sann, but 
say they have no knowledge of the 


AFGHANISTAN 

About 200 people were killed or wounded 
in an attack by the Afghan army in Paghman 
province, Western diplomats in New Delhi 
said (Sept. 29). The commander of the Af- 
ps army's -Central Corps, Gen. Abdul 

odud — a leader of the Khalq faction — was 
found dead in his office in Kabul, Western 
diplomatic sources in Islamabad said ( Oct. 5). 


. AUSTRALIA 

- . Aborigines demonstrated for land rights as 
Britain's Prince Philip arrived to attend the 
Commonwealth Games in Brisbane (Sepr. 
29). The Commonwealth Games opened 
(Sept. 30). 


BURMA 

Two Karen rebels were killed and three 
captured during an abortive raid on Ran- 
goon's radio headquarters and a police sta- 
tion, the state radio reported (Sept. 29). 


CHINA 

Liu Haqing replaced Ye Fei as commander 
of the navy, Western diplomatic sources in 
Peking said (Oct. 2). Soviet Deputy Foreign 
Minister Leonid Iliychey arrived for talks. 
Minister of Foreign Economic Relations and 


units involved. While they do not 
rule out a build-up of border forces. 
they believe a rotation may possibly 


Бе under way to relieve the battle- 


worn 4th Division in the Pursat-Koh 
Kong region. The 8th Division is 
normally based in Takeo and 
Kampot on the Cambodia-Vietnam 
border and the 9th Division in 
Kompong Cham to the north. 


PLANTING A PROBLEM 


Financing is proving a problem for 
Sime Darby's new Philippine 
plantation venture. The 9,600 ha. 
rubber plantation, to be set up on 
Palawan, is planned to be 60% 
owned by Filipinos — initially, at 
least, through the government's 
National Development Co. — 
and 40% by foreigners. Sime was 
hoping to take 10-25% of the foreign 
capital itself, with the rest coming 
from financial institutions and 
development sources such as the 
Commonwealth Development 
Corporation and the International 


Trade Chen Muhua held talks with Por- 
tuguese Minister of Industry, Energy and Ex- 
ports Ricardo Bayao Horta (Oct. 4). 


INDIA 

British Prime Minister Margaret Thatcher 
arrived for talks with Prime Minister Indira 
Gandhi (Sept. 29). M. Malhoutra was named 
assistant secretary-general of the Common- 
wealth (Sept. 30). Sixteen people were killed 
in two days of clashes between Hindus and 


‚ Muslims in Mcerut, Uttar Pradesh, officials 


said. Sanjay Gandhi's widow, Maneka, led a 
protest march in Bihar against a controversial 
press bill (Oct. 3). 


INDONESIA 

Four bills providing a legal basis for the 
armed forces’ dual role in politics and society 
were ratified, it was announced (Sepr. 29). 


LAOS 

Prime Minister Kaysone Phomvihane had 
talks with Soviet President Leonid Brezhnev 
in Moscow (Sept. 29). 


MALAYSIA 
The government banned the import of 
video games (Oct. 4). 


Finance Corp., a World Bank 
affiliate. Sime will also manage the 
plantation for a fee. But large 
forcement tu ppoHae projects 

ave not been viewed too kindly 
recently by bankers, who are 
worried about the size of Manila's 
debt, and Sime may continue to face 
severe problems in getting the | 
money needed for the US$62 million — 
project. 


DOCTOR'S DILEMMA 


Poh Soo Kai, one of Singapore's 
recently released political prisoners, 
is planning to leave the republic for 
four or five years to practise 
medicine in either Canada or 
Britain. The 51-year-old doctor's 
problem is that he is a partner in a 
clinic with Lim Hock Siew, another 
doctor recently released from 
detention. Ex-detainees are not 
allowed to meet after their release. 


BIDDING FOR AN ISLAND 


Mauritius, with the assistance of the 
Indian Government, is to take its 
claim to the Chagos archipelago to 
the International Court of Justice in 
The Hague. The archipelago 
includes Diego Garcia, leased by 
Britain to the United States, but 
Mauritius officials say the case is 
against Britain only and will not 
directly involve the US which has 

a military base on the island. 


PHILIPPINES 
About 30 people were killed in communist * 

ambushes in the central and southern Phili 
pines, the Defence Ministry said (Sept. 

An Australian priest, Fr Brian Gore, was 
charged with subversion and illegal posses- 
sion of explosives and ammunition (Sept. 30). 
About 3,000 people demonstrated in Manila 
against President Ferdinand Marcos (Oct. 1). 


SINGAPORE 

The government will investigate the ac- 
tivities of 24 companies trading in gold and 
commodities futures to determine possible ,/ 
malpractice, police said (Sept. 29). 


THAILAND н / 
Gen. Arthit Kamlang-ek officially took up У 
the post of army commander-in-chief (Sept. 
30). Thai air force jets forced a Czech airliner, 
which entered Thai airspace while flying from , 
Vietnam to Bombay, to land at Don Muang 
airport, officials said (Oct. 1). Arthit ordered 
a reshuffle of middle-rank officers (Oct. 2). 


VIETNAM 

A high-level delegation led by President 
Truong Chinh arrived in the Soviet Union for 
talks (Oct. 4). 














After a stockmarket slide, Youde announces talks have started 


Don't panic, chaps 


By Derek Davies and Mary Lee 
Hongkong has de- 
monstrated drama- 
tically just how 
paper-thin is the 
veneer of confi- 
dence behind which 
it has prospered. As 
both the stockmar- 
ket and the Hongkong dollar plummeted 
as increasing numbers rushed to move 
their funds offshore, and as those who had 
purchased property at the inflated levels 
of the past few years watched their invest- 
ments wither, Hongkong last week re- 
vealed that at heart it is still a community 
of refugees with nowhere to go. 

The wave of panic selling was given 
greater impetus by the growing realisation 
that Hongkong faces several years of glut 
in almost all property sectors (REVIEW, 
Sept. 24) and by a pessimistic reassess- 
ment of the state of the economy as a 
whole by Financial Secretary John Brem- 
ridge (page 58). But the main cause of the 
plunge was China’s verbal onslaught on 
the three treaties which provide the tenu- 
ous legal underpinning for Hongkong’s 
existence and on British Prime Minister 
Margaret Thatcher's insistence that the 





















Hongkong's Hang 
Seng Index plum- 
meted 280 points 
in six trading days, 
wiping 25.5% off 
share values, 
while the Hong- 
kong dollar hit its’ 
lowest level — HK$6.72 to US$1 — 
since it was floated in 1973, at one point. 
The most dramatic action came on Octo- 
ber 5 when the Hongkong dollar plunged 
in mid-session to its record low from the 
previous day’s close of HK$6.47, itself a 
record. 

However, by the end of the day the 
currency had recovered to close at 
HK$6.50 in a rally which some dealers 
attributed to government intervention. 
It could also have been helped by a 
spate of buying on the stockmarket. The 
index put on 65.73 points to close at 
881.96, primarily because of unsubstan- 
tiated rumours that the Bank of China 
was planning to offer 20-year home loans 
in Hongkong, stretching well beyond 
1997. 

In such market conditions, trading is 


Down and down it goes... 


treaties, though variable, were still valid. 

The situation was such that Governor 
Sir Edward Youde was constrained to 
bring reassurance and announce (on Oc- 
tober 6) that meetings had already begun 
in Peking on the future of Hongkong. He 
added that the aim was to complete 
negotiations as soon as possible. He 
warned that steady nerves will be needed 
in the months ahead but added: "The 
prime minister has made plain her belief 
that, given the common objective [of 
maintaining the stability and prosperity of 
Hongkong] the differences can be recon- 
ciled and an agreement reached which will 
be acceptable to China and Britain and 
which will be welcomed by the people of 
Hongkong." He added: “I share that be- 
lief." 

Other sober voices were already argu- 
ing that the fundamental positions arrived 
at during Thatcher's talks with the Peking 
leadership last month remained un- 
changed despite the verbal sparring. 
China's position has always been that the 
treaties are unequal, just as Britain must 
use them as the only basis for its presence 
in and administration of the territory and 
thus as a starting point for any negotia- 





bound to remain volatile. However, the 
steepness of the currency's decline 
should be set against the extreme nar- 
rowness of trading. One foreign-ex- 
change dealer said that at one stage 
prices were moving 4 HK cents with each 
bid. The Hongkong dollar was also weak 
against other currencies, closing on Oc- 
tober 5 at HK$11.20 to £1. Continued 
pressure on the currency market is 
bound to put pressure on local interest 
rates; the Hongkong inter-bank over- 
night rate stood at 12% on October 5, 
level with the prime lending rate. It is ex- 
tremely doubtful, however, whether in- 
terest-rate management could prove ef- 
fective in a situation where political wor- 
ries are paramount. Meanwhile, prices 
of key imports denominated in US dol- 
lars are bound to rise. The other side of 
the coin is that the currency's deprecia- 
tion should boost exporters’ competi- 
tiveness. But with no sign yet of a sus- 
tained economic recovery in the United 
States this remains rather a long-term 
consideration, providing little consola- 
tion for the traumas of the past few days. 

— CHRISTOPHER WOOD 






tions on the future. In reaction to this, 
China has reiterated that its stand on 
sovereignty has remained unchanged and 
unequivocal. Thus the two sides could be 
said to have merely outlined their opening 
postures for the bargaining process and 
that, though this had the unfortunate ef- 
fect of emphasising the gap between the 
two sides, the fact remains that both had 
agreed on the talks now in progress. 

It is equally true that Hongkong had, in 
typical volatile manner, overreacted to 
the results of Thatcher's talks. She went to 
Peking and obtained exactly what she set 
out to get — an agreement to negotiate. 
Only fools could have expected more. But 
hopes were unreasonably high and the 
stockmarket reaction was predictable. 


ankers were unable to give any figures 
for the outflow of funds, but the fact 

that clients were instructing that US dollar 
and other foreign-currency deposits be 
booked in Singapore, the Cayman Islands 
and elsewhere — “but not Hongkong" — 
was a clear indicator of how far fear had 
penetrated. The paperwork involved, one 
banker said, *is a damned nuisance" and 
made no sense. "China's stance has always 
been the same, so why panic now?" 

Hongkong's first instinct was to blame 
Thatcher. Well before her visit it was 
known that her closest advisers on the 
matter were somewhat apprehensive that 
they would not be able to persuade her to 
broach the matter of Hongkong with ap- 
propriate delicacy — particularly as she 
had won great popularity in Britain by 
going to war against Argentina over the 
fate of a colony while invoking the twin is- 
sues of sovereignty and self-determination. 

Thatcher favours а direct political style 
and, it had been reliably reported, had not 
felt culturally comfortable during her pre- 
vious contacts with East Asia. She was 
certainly not going to visit the Middle. 
Kingdom as an outer barbarian carrying 
tribute and requesting favours. It does 
seem that her conversations with both 
Chinese Premier Zhao Ziyang and elder 
statesman Deng Xiaoping were edgy. 

But, Hongkong wondered, why in her 
subsequent statements to the press did she 
make such a point of principle over the 
treaties? Did her legal training lead her to 
adopt an overly legalistic position? The 
community of Hongkong is acutely con- 
scious of the fact that the colony was 
created as a result of the least admirable 
war fought by a then iniperial Britain — to 
establish a haven to ensure that British 
merchants would be able to find a guaran- 
teed opium markets in a decadent China. 


OCTOBER 8, 1982 e FAR EASTERN ECONOMIC REVIEW 


The treaties barely provided a reason- 
able starting point for negotiations; they 
hardly provided a foundation for state- 
ments of principle and claims that Britain 
was not in the habit of tearing up treaties. 
Worse, Thatcher went on to deliver the in- 
sult direct to Peking, by stating bluntly 
that a country which abrogated such 
treaties would tear up others. In other 
words, she implied that China's word was 
not to be trusted and, even worse, that it 
was insincere. 

It must be remembered, of course, that 
Thatcher, having won the agreement to 
enter into confidential negotiations, really 
had nothing further of any import to say 
publicly and that, unlike the leaders of 
China, she came under fairly intense ques- 
tioning by two packs of pressmen, from 
Britain and from Hongkong itself. Fur- 
thermore it could be argued that China it- 
self had launched the war of words when 
the official newsagency, Xinhua, reported 
the leaders' joint statement, gratuitously 
adding the rider that China unequivocally 
insisted on its sovereign rights. Xinhua 
said: "The Chinese Government's posi- 
tion on the recovery of the sovereignty of 
the whole region of Hongkong is un- 
equivocal and known to all." 

In Hongkong a tiny group of students 
protested against Thatcher's insistence on 
the treaties and her statement that "if a 
country will not stand by one treaty, it will 
not stand by another." The protest was of 
little significance in itself, but it was re- 
ported in full by Xinhua. Investors, and all 
Hongkong residents, many of whom nurse 





Maggie sinks 
in the West 


By Daniel Nelson 


S| 


London: “A new 
Mrs Thatcher rises 
in the East” was 
the optimistic 
headline of an arti- 
cle written by The 
Sunday Times 

litical editor Hugo 








Young while he was accompanying 


British Prime Minister Margaret 
Thatcher on her Far Eastern tour. “The 
visit that backfired” was the headline the 
following week when he wrote: “The 
trip, of course, was a riveting opportu- 
nity to visit China. But I think, on ma- 
ture reflection, that it was a mistake.” 
That change of mood sums up reac- 
tions to Thatcher’s performance in the 
negotiations with China on the future of 
Hongkong. The trip, said Young, was 
aimed at easing a settlement of the 1997 
question. “Because of the way Mrs 
Thatcher went about it . . . it has made 
that purpose harder to achieve.” 
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а pathological fear of communism, natur- 
ally assumed Xinhua's decision to publish 
the protest reflected an editorial line laid 
down in Peking. 

The students' statement said: "We can- 
not accept [Thatcher's] proposal to vary 
the treaties because the proposal means 
recognition of the treaties, thus harming 
once again our national dignity." Many 
saw this asa sign that Peking might use the 
issue of national dignity to whip up anti- 
British sentiments if the talks go wrong. 


Move also reported that the students 
dismissed Britain's claim of responsi- 
bility for the 5 million people of Hongkong 
"as a pretext to rule Hongkong forever" 
and even that they took exception to 
Thatchers argument that "Hongkong's 
prosperity had been achieved under 
British jurisdiction." An anti-British line 
endorsed by Peking, the pessimists say, 
could panic some big investors because it 
could plant the seeds of political instabil- 
ity. Leftwing sources in Hongkong, how- 
ever, rated the Xinha report as merely a 
"short news item on some events which 
did take place," without indicating there 







The overall tone of reactions has been 
critical and has presented a picture of a 
prime minister out of her element. The 
press criticisms were reinforced on Oc- 
tober 4 when Social Democratic Party 
leader Roy Jenkins accused Thatcher of 
letting down the people of Hongkong 
with a performance worse than would 
have been expected from any reasonably 
competent foreign secretary — a remin- 
der that Francis Pym, who holds that 
post, was not on the tour, reportedly be- 
cause of the lack of rapport between the 
two. 

Jenkins described Thatcher's Peking 
talks as “а quiet disaster." He accused 
her of inadequate preparation and inabi- 
lity to see that Peking's reading of history 
was not identical with the view from 

don — a reference to a speech in 
which she summed up an epoch of 





was official Chinese sanction behind it. 
Then came the turn of Western report- 
ers based in Peking who asked for a com- 
ment on the Thatcher press conference in 
Hongkong. On September 30 a spokes- 
man for the Chinese Foreign Ministry re- — 
plied by reiterating that the treaties were — — 
unequal and had not been accepted bythe — — 
Chinese people. On the same day, a _ 
Xinhua commentator's article from what — — 
can be construed as an authoritative view — .- 
covered the same ground on the treaties. — 
The commentator also took Thatcher to 
task for asserting а moral responsibility — 
and duty to the people of Hongkong. Only 5 
China, the commentary declared, had — 
such a duty. 
Sources close to Peking maintain that — — 
the Chinese Foreign Ministry statement — 
and the Xinhua commentary came about — 
only asa reaction to Thatcher's public pro- | 
nouncements. Had Thatcher glossed over _ 
the messy legacy of history and the tricky 
question of sovereignty — these would be 
on the agenda in the forthcoming confi- 
dential diplomatic exchanges anyway — 
the Chinese would not have raked up 
these matters in the press. However, 
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British interference and exploitation in 
China as one in which “cultural and sci- — 
entific contact went from strength to | 
strength through the 19th and early 20th 
centuries." He also said she had pro-- 
voked a "pointless, premature and po- 
tentially damaging epigr 

Other voices will be'heard after parlia- 
ment reassembles on October 18. 
Thatcher is unlikely'to go beyond what 
she said in her Hongkong news confer- |. 
ence, though she may welcome the op- 
portunity to stress that while the treaties 
covering Hongkong remain valid, they 
can be altered by agreement, a point 
made by her but overlooked in the 
hothouse atmosphere following her Pe- 
king talks. She seems to have been very 
surprised by Peking's reaction to her 
statement that Britain has a moral re- 
sponsibility to the people of Hongkong. 




















n Hongkong, sp 


al and financial - — flourishes, destroy- M 


. it is necessary to maintain 
nfidentiality." Some .reasoned that 
Denp's desire to allow Hongkong to go on 
pering for China's benefit-made him 
erable to the charge of bourgeois re- 
isionism at the hands of his political 


ies — the remnants of the radicals | 


r than disgruntled elements within 


"armed forces and that Hongkong 


uld well become a bone of contention 
n.a two-line struggle within China. it- 
f, Others favoured a conspiracy theory: 
hat China was deliberately shaking the 


ommunity's confidence in order to drive 
ces down and thus more cheaply add to: 


iready considerable investments. in 
gkong. ; 


as more generally felt; however, 
«given a natural..propensity. for 
ophobia. China had again dem- 
ей а clumsy. insensitivity to the 
cate matter of confidence within a 
jitalist context — a clumsiness already 


galed in some of the more unlikely: 


rios for Hongkong’s future produced 


Peking was inviting а semi-public - 
te on the issue prior to the Thatcher 2 


e latter theory i is correct, the past 
le of weeks may have come as a salu- 


бап actual economic asset 


windle into. a potential political 


А he book value of Hong- 4 

"в bricks and mortar crumbling, the | 
8 Seng Index plummeting and money 
g away to offshore havens, Peking: 


ave done its sums. | 
¿of the biggest items. in the deficit 
must be the. impact Hongkong's 


ation Army D. 


gress of the acie Communit Party | 
Hu Yaobang, since redesig- È 
ral secretary, devoted a section?) 


to lauding. the- achieveme 
People’s Liberation Army (Р 


ing on the great changes since 


the radical Gang of Four in Octot 


Hu said the army “has achieved абед. 4 
successes in military training, ideological | p: 


and political work... The army has 
further enhanced . : . political conscious- 
ness under the new historical conditions.” 


Barely. a month later, it has become | c 
clear that all is not well in the army-party 


relationship; with a significant group of 
army leaders objecting to the policies of 


China's ‘strongman, Deng Xiaoping. On. 


September 27 the PLA’s chief political 
commissar was replaced.’ The following 
day a Shanghai newspaper recanted an ar- 
ticle it had carried a month earlier criticis- 
ing the policies of the Chinese leadership, 
which was originally written for the Liber- 
‘the PLA’s organ. 

The army's general disaffection with the 
anti-Maoist - policies of. the Hu-Deng 


-leadership — economic liberalisation, the 


soft-pedalling of class struggle and the 
sidestepping of the PLATS special role in 
society — has been known for some time. 
Butthe recent congress was built up in ad- 
vance by the Chinese media as one that 


-would mark a victory for the Dengist line. 


In the event, as the list of politburo mem- 


bers became known on September 12, it 


was clear that Deng and his cohorts had to 
compromise by keeping aging party vete- 
rans and army leaders in top party posi- 
tions. Apparently these halfway moves 


f were not sufficient for à segment of the. |. 
army, which expressed its dissent in print. 


As the army newspaper is not available 








| replaced after army 
gnti-Maolat policies 


ic article contrasted with 

appreciation. The aban- 

t by the Dengists of the Maoist 

pts of class struggle and continuous 

ion had led to the problems. of 
alisation, it said. 

on. Army Daily. also 

d for the article which, among 

mbasted the current cam- 

е the Chinese to be 

ticle had main- 

sy was a class-based no- 

bourgeoisie “asa mask to 

struggles and intrigue" a 

as a direct-assault’on the 

which is trying to dis- 


newspaper People’ s: Daily 
carried.a ron page report on October 2 
highlighting how villagers of Shaoshan — 
Mao's birthplace: — had realised. their 
folly inobeying Mao blindlyand were now 
singing the: praises of Deng, Hu and Pre- 
mier Zhao Ziyang. 


I the army; the axe fell on Wei Guo- 
Ming, director of the PLA's general poli- 
tical department. Wei, a veteran general 
ап an old associate of Deng from pre- 


“Libération days, was criticised during the 
Cultural Revolution but — unlike Deng — 


was not purged. He got the PLA's to роз 
litical job in 1977 before Deng was re ab 
litated for the sec 19 

job wastolay downt 

line to the armed f rces, but h 

the role of 


outside the barracks and military head- | g 


quarters, the dissent could have remained 
unremarked outside China for some time 


had it not been for the September 28 self- | 
criticism in the Shanghai Liberation Daily | 
calling its publication of the original arti- 


cle “a gross dereliction of duty, ang: ase 


- | ous political mistake." 


The mistake lay in the ma j 
zi dad senior by Zhao ` 


bed The attack, ‘which could n 


tern n nn re- 
one of the deputy 
LA, explained Wei's 


(| been made without the backing of: me | po 


ве purged of his party position Wu 
m К ould have been stronger. € 





punuro тетоегапа а former vice-pre- 
mier who belongs to the so-called petro- 
leum faction in the government. Although 
Yu also came under attack during the Cul- 
tural Revolution, his position as petro- 
leum minister was considered so vital by 
Zhou Enlai that the late premier pro- 
tected him. Red Guards were allowed to 
subject him to gruelling criticism sessions 
only three times‘ week during 1967. 

In the 19705, Yu emerged as a techno- 
crat and planner under Li Xiannian, the 
leader of the petroleum faction, which 
emphasised development of energy re- 
sources and heavy industries. This faction 
has lost its predominance under Deng's 
new economic policies but many of its stal- 
warts remain in high office. In the same 
way as the Gang of Four could not get rid 
of all non-radical elements during the 11 
years of the Cultural Revolution, Deng is 


“army whose top brass has been thoroughly 


reshuffled in recent years. 

Since 1979, Deng has replaced 10 of the 
11 military region commanders— the only 
survivor since Maoist times being Li De- 
sheng of Shenyang — and the first political 
commissars of all the 11 regions are also 
new appointees: Moreover, 22 of 28 pro- 
vincial-level military district commanders 
are also new. Military analysts rate this re- 
shuffle as more extensive than the one car- 
ried out by Mao in the years after the abor- 
tive coup led by Lin Biao in 1971. 

Yet another replacement revealed re- 
cently was that of the PLA's navy com- 
mander, Ye Fei. An old-fashioned army 
division commander, Ye fell victim to the 
Cultural Revolution, being purged in 1967 
as an agent of a clique led by Liu Shaoqi 
and Deng. He resurfaced in 1973 and be- 
came minister of communications two 


Wei, Yu: a technocrat takes over. 





finding that ousting the gang's followers is 
one thing, but weeding out veterans who 
survived the Cultural Revolution is 
another matter, and far from easy. 


T: replace Wei, Deng had to find a 
politburo member with some army 
background who would be acceptable to 
the PLA. Although Yu may not be an 
ideal choice from the Dengist point of 
view, he was — barring the aging marshals 
— probably one of the few equal to the 
task. Drafting Yu also further reduces the 
voice of the petroleum faction in 
economic affairs. 

Yu's last known job in the army was in 
1958, sufficiently long ago for him to be 
unable to nurture personal connections in 
the current PLA hierarchy. Significantly, 
as the new man in the chair, Yu's first mes- 
Sage to the army recalled the PLA’s great 
achievements, especially since Deng took 
over as the head of the Military Commis- 
sion, the party's top military body: 

One of Yu's main tasks would be to 
smooth the ruffled ideological feathers of 
the army, which is probably smarting 
„under the handicap that only a quarter of 
the new central committee chosen at the 
12th congress are active soldiers who had 
about :30% of the membership of the 
former committee. Yu also rejoins an 
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years later. He moved to the navy in 1979 
as its chief political commissar and in 1980 
became commander. Ye, 68, is known to 
be in poor health, having been in hospital 
much of this year, and his retirement is not 
viewed as politically motivated. 

Succeeding Ye is Liu Huaqing who, 
until recently, was а deputy chief of staff 
of the PLA. Another victim of the Cul- 
tural Revolution, Liu reappeared as a 
vice-minister of science and technology. 
Asone of the first batch of army men to be 
inducted into the navy in 1950 and with a 
scientific background, Liu is likely to be 
more in tune with the modernisation of 
the navy. 

Despite the reshaping of the PLA's top 
ranks the underlying resistance from the 
army has been hard to eradicate. “How- 
ever much Deng reshuffles the PLA pack 
he keeps getting the same kind of cards,” 
one analyst commented. “You cannot 
change the cards in short order given the 
rank hierarchy of military organisations.” 
Nor have aging commanders shown any 
tendency to retire gracefully. 

While personnel changes are an impor- 
tant factor in themselves, the resistance of 
the army as an institution stems from more 
fundamental reasons. In recent years the 
PLA has lost its special status in society 
which gave it a major share of national 





power. Demobilised soldiers and officers 
do not automatically find the plum civilian 
jobs they did in the past. Peasants find it 
more profitable to stay on the farm and 
earn extra income from sideline activities 
than join the PLA and high-school 
graduates see the lure of a college educa- 
tion as a better option іп a society which is 
modernising and less subject now to 
ideological constraints. 


E: as the rest of the society is being 
offered economic incentives, the PLA is 
called upon to make sacrifices. With suc- 
cessive cuts in defence spending in recent 


years the badly needed upgrading of mili- _ 


tary hardware must be seen by generals as 
a receding dream. The few strategic mis- 
siles and nuclear bombs are more morale 
boosters than realistic options and the 
army is woefully ill-equipped to fight a 
conventional war. The current rhetoric of 
“people’s war under modern conditions” 
must have a hollow ring to PLA strategists 
entrusted with coping with a possible 
threat from the Soviet Union. 

Under Mao, the concept of people's 
war may have sounded more convincing as 
the whole society was geared to the left- 
wing ideological path. Like the proverbial 
generals who are always fighting the last 
war, the PLA’s leftist critique must be 
seen as harking back to the comfort of a 
received dogma by a body of disciplined 
men who are less susceptible to change 
than more freewheeling civilians. 

The immediate symptoms of change in 
organisational matters centre on the rela- 
tions between the party's Military Com- 
mission and the yet-to-be-formed Central 
Military Council under the government. 
Additionálly, Defence Minister Geng 
Biao, 73, has lost his position in the polit- 
buro as well as the central committee. The 
last party congress included him only in 
the less powerful Central Advisory Com- 
mission, a haven for aging veterans. 

Geng is known to have headed the De- 
fence Ministry rather reluctantly at the 
personal behest of Deng himself and his 
two-year tenure was seen by observers as 
rather lack-lustre, mainly because of his 
poor health. Analysts expect the appoint- 
ment of a new defence minister before 
next year and believe he will play an effec- 
tive role in the Central Military Council 
while having a seat on the politburo. 

Ostensibly, the party, through the Mili- 
tary Commission, will guide the political 
ideology of the army while the state, 
through the Central Military Council. will 
look after the professional modernisation 
of the forces. Much horse-trading over 
personnel as well as issues concerning the 
responsibilities of thé two bodies seems in- 
evitable and it could result in more PLA 
stalwarts being switched around and re- 
tired, thus setting the stage for the drama 
of a power-play within the PLA in the 
short term. The PLA will eventually have 
to find itself a new place in the post-Maoist 
society as well as a clearly defined role as a 
modern professional fighting force. Until 
then the PLA's criticisms of the national 
leadership are likely to remain leftist- 
oriented. 
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Suzuki's visit to China is bein 
Peking and Tokyo — despite t 


By Mike Tharp 

Tokyo: Prime Minister Zenko Suzuki's 
five-day visit to China late last month 
mended diplomatic fences and' showed 
that both governments can settle im- 
mediate problems to promote their 
longer-term national interests. In a series 
of meetings, Japanese and Chinese offi- 
cials addressed a broad range of interna- 
tional issues, solidified ties including some 
bilateral economic arrangements (page 
62) and played to their domestic political 
audiences. 

Not all problems were settled and fric- 
tion will doubtless recur. But the prime 
minister's visit was generally successful, a 
textbook lesson in how high-level big- 
power diplomacy should be conducted. 
“Prime Minister Suzuki's visit to China 
was very satisfactory to us,” said one Ja- 


 panese Foreign Ministry official. Radio 


Peking said the trip served to "further de- 


- velop friendly relations between the two 


countries," and described it as “useful for 


. peace and stability." 





seen as a success in both 
e revision of history books 


Chief among its achievements was set- 
tlement of the most serious bilateral pro- 
blem to confront the two governments 
since they formalised diplomatic relations 
10 years ago. That was the so-called 
textbook issue: the Japanese Education 
Ministry's ordered revisions of school his- 
tory texts in order to euphemise the na- 
tion's role during the 1930s and in the 
Pacific war. After outraged protests 
threatened Japan’s relations with several 
countries in the region, particularly China 
and South Korea, the Japanese Govern- 
ment decided to rescind the revisions in 
1985 and thereafter. China had agreed in 
principle to this solution before Suzuki's 
visit, but the formal imprimatur by 
Chinese officials was not granted until the 
official visit. 

All senior Chinese leaders raised the 
issue with Suzuki, indicatihg the import- 
ance attached to it by the Chinese. Deng 
Xiaoping, chairman of the communist 
party’s Central Advisory Commission, 


` Try alittle tenderness 


Thach adopts a conciliatory approach at the UN, but 
Asean delegates treat his overtures with scepticism 


By Ted Morello 


New York: Conciliation, not confronta- 
tion, was the main theme for both sides in 
the Cambodia dispute as they launched 
high-level vote-getting campaigns at the 
United Nations General Assembly, which 
opened in New York on September 21. 
Almost certainly, the balloting will not 
change the situation as far as the UN is 
concerned. As it has since the Hanoi- 
backed government of Heng Samrin was 
installed in Phnom Penh after the 1978 


| Vietnamese invasion, the assembly is ex- 
pected to validate the credentials of 
. Democratic Kampuchea — represented 


this year by the qs of the newly 
formed coalition: its president, Prince 
Norodom Sihanouk; its prime minister, 
Son Sann of the Khmer People’s National 
Liberation Front, and its foreign minister, 


Khieu Samphan of the Khmer Rouge. 


In November, the assembly should adopt 
once more the annual umbrella resolu- 
tion on Cambodia calling for a Vietnam- 
ese withdrawal, non-interference in the 
country's affairs and self-determination 
for the Khmer people (REVIEW, Oct. 31, 
*80). That resolution has already been pre- 
sented in draft form to the current session 
by Asean delegations. Beyond noting that 
the recognised Cambodian Government is 
now under the presidency of Sihanouk, 
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the text is essentially a repetition of last 
year's, adopted then by 100 votes to 25 — 
up from 97 in 1980 and 91 in 1979 
(REVIEW, Oct. 30, '81). 

In this situation, attention has focused 
on the image of reasonableness being pro- 
jected by the rivals. Under the sponsor- 
ship of Asean, the pro-Democratic Kam- 
puchea faction is emphasising the legiti- 
macy of the coalition and its distance from 
the former Khmer Rouge chief, Pol Pot — 
to head off any further erosion such as that 
of last year, when Australia: and three 
other delegations switched their votes 
from support to abstention. In that con- 
text, while Sihanouk and Sann are very 
much in the spotlight, the third of the 
triumvirate — Samphan — is being kept in 
the wings. 

In the Indochina camp. the stress is on 
the continuing peace offensive launched 
by Vietnamese Foreign Minister Nguyen 
Co Thach during his visit to Bangkok in 
late July. The president of the UN’s Inter- 
national Conference on Kampuchea, Wil- 
libald Pahr. approved the tilt towards 
mutual accommodation when, addressing 
the assembly as Austria's foreign minister, 
he said: *I see the initiation of a dialogue 
between Vietnam and Asean as а positive 
development." Pahr was alluding to 


midi connected the 


‘textbook case to a possible revival of 


militarism in Japan. “I certainly do not 
think that the Japanese Government has 
any such tendency," Deng was quoted as 
telling Suzuki. "However, it seems there 
are some people who wish to revive it." 

Besides textbooks, Chinese leaders are 
concerned over the United States admin- 
istration's constant pressure on Japan to 
increase its spending on military hardware 
and to upgrade its total military capability. 
They also cite efforts earlier this year by 
some present and former politicians and 
others in Japan to amend the Japanese 
Constitution to enable a build-up of 
armed forces and to change the US-Japan 
security treaty to put Japan on a more 
equal defence footing with the US. 


бе took pains to persuade the Chin- 
ese that Japan would not become a 
military power. “We must keep our de- 
fence power to the minimum necessary 
degree," he told Deng. “This is supported 
by an overwhelming majority of the 
people. Therefore, there is absolutely no 
possibility of a revival of militarism." The 
Chinese apparently accepted these assur- 
ances but left the door open for further 
protests if the Japanese fail to live up to 
the textbook agreement or take other 
steps deemed militaristic by the Chinese. 
It is not yet clear what Suzuki's state- 





Sihanouk waits to speak: a heavy barrage. “ 


Thach's July tour which also took in Singa- 
pore and Kuala Lumpur. At the UN, 
Thach has followed this up with contacts 
with his Asean counterparts. His first 
meeting was with Indonesian Foreign 
Minister Mochtar — Kusumaatmadja; . 
Тһасһ will visit Jakarta this month prior to 
a tentatively scheduled trip in mid- 
November to Manila. 

Thach made it clear to the REVIEW that 
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Japan bolster its defence spending and 
capability. At best, it is likely that those 
efforts will be slowed somewhat as the Ja- 
рапеѕе keep a wary eye on their Asian 
neighbours. The Japanese premier em- 
phasised to his Chinese counterparts that 
close US-Japan relations remain the basis 
of Japanese foreign policy, with the 
mutual security treaty at the heart of 
Japan's defence posture. In turn, the 
Chinese said close Sino-Japanese ties 
could co-exist within that framework. 
Despite the recent agreement between 
the US and China on arms sales to 
Taiwan, Chinese leaders told Suzuki a 
shadow still darkens Sino-American rela- 
tions. Zhao said the agreement was the 
"first step in removing a grave obstacle be- 
tween the two nations [the US and 
China]." He added, however, that final 
settlement depends on faithful implemen- 
tation of the communique by the Us. 
Sino-Soviet relations were another 
major area of discussion. In recent months 
there have been several indications of a 
possible thaw between the two communist 
powers. But the Chinese leadership stress- 
ed that its basic position towards Moscow 
had not changed and that the Soviet 
Union remained China's primary adver- 
sary. Zhao repeated the diplomatic code 
word hegemonism in describing Soviet 
foreign policy, a reference to what is seen 


he considers his contacts at the UN to be a 
continuation of his earlier tour and he was 
eager to leave the impression that the 
Asean delegates are responding positively 
to his low-key, conciliatory approach. 
“All our proposals are open to negotia- 
tion,” he said. “The legitimate interests of 
both sides must be taken into account.” 
But without slamming the door on 
Thach’s overtures, Asean diplomats are 
treating them with varying degrees of 
Scepticism, ranging up to the unconcealed 
disbelief expressed by Singapore’s Second 
Deputy Prime Minister 5. Rajaratnam 
and Foreign Minister S. Dhanabalan. And 
predictably, Sihanouk rejected Hanoi's 
proposals for any accommodation with 
what he called Heng's “regime of quis- 
lings." 

Sihanouk aimed his heaviest barrage at 
the Indochinese proposal for a conference 
of the five Asean members, the three In- 
dochinese countries, Burma and six extra- 
regional powers: the United States, the 
Soviet Union, China, Britain. India and 
France (REVIEW, Oct. 1). "Delegates to 
such a conference," he said in his assembly 
speech, “would find themselves right from 
the start required to recognise de facto the 
puppet regime of Heng Samrin function- 
ing under the orders of Hanoi and Mos- 
cow." 

Thai Foreign Minister Siddhi Savetsila 
said Asean's initial reaction to the confer- 
ence proposal was that it would submerge 
Cambodia, the central problem, in a host 
of other issues raised by Vietnam. But he 
added that Asean members “will study the 
idea of a limited conference." 
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Deng and Zhao both mentioned the 
continued presence of "huge Soviet ar- 
mies" along the Sino-Soviet border and in 
Mongolia, and they cited Moscow's sup- 
port for the Vietnamese invasion of Cam- 
bodia and its own invasion of Afghanistan 
as obstacles to any normalisation of rela- 
tions. Japanese Foreign Ministry officials 
said Suzuki did not compare notes with 
the Chinese on their view of the possible 
Soviet military threat in Asia. The US and 
Japan differ in their perceptions of the ex- 
tent of that threat in the region. 

The two sides also discussed the Korean 
peninsula and the recent visit by North 
Korean President Kim 11 Sung to China 
and the previously secret visit to Pyong- 


oscow' Teme do ies the 








mpanied Suzuki said — 
the Chinese assüred them that North 
Korea's main interest is the strengthening 
of its domestic economy and that there 
would be no expansion to the South. *So 
long as there is no provocation from the 
South, stability will continue on the Ko- 
rean peninsula," Zhao told Suzuki. 
However, because Pyongyang opposes 
it, there is little chance of cross-recogni- 
tion occurring soon. US Ambassador to 
South Korea Richard Walker recently 
called for Peking and Moscow to recog- 
піѕе Seoul in return for Washington's offi- 
cial recognition of Pyongyang. The 
Chinese are not likely to jeopardise their 
current relations with Kim — and thus 
have him tilt more towards the Soviets. @ 
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International Pmperty Consultants. 


45 Grenfell Street, Adelaide: 
(08) 2124974. Telex AA88644 


Hong Kong 5-431261 


- : The Vietnamese daily news: 
jer Saigon ‘Giai Phon 


inthe operations. pene the lead- | 


ught in were Ya Duk, 40, described 
he most senior Fulro. official in the 
tral Highlands; his titles. were first 
an of the Fulro Front and first 
ty prime minister. Two other promi- 
figures were also named — Nay Gu, 
a former Fulro chiet of staff, and K'Ty 
37-year-old commander of Fulro's 
ceritral military zone. 
Saigon Giai Phong suggests that while 
lro was long on titles, it was slightly 
er on manpower. A Fulro- division, 


paper said, numbered 60-80 men in | 


1980, while a regiment had around 20 
One so-called ministry — communi- 
5 and public works, whose minister 


ured — allegedly consisted of a |, 


ster, an assistant and a bodyguard. 
rt of the reason for th 


Most of ове captured would seem by 


| their ages — all but one were in their late | 
ro 30s or ud 40s — to have been part ı of al 


pe 
-blem had been eliminated. In 

ministrative districts of the Central High- 
- Jands, it said, nine out of 10 Fulro support- | 
{ers had given up, and in other districts — 
| the account mentioned three in Gia Lai- 
Cong Tum province — Fulro had been 
| eliminated. 

` have gone into the jungle to join Fulro,” it 


“Since March 1981 no youths 
reported. 


here are, however, still some reports of 
insecurity. Quan Doi Nhan Dan, the 
army. daily, reported in- April on. the 
exploits of a young sergeant who had 


“tracked down a group of i insurgents single- 
handed in Dac Lac province. And, in the - 


same month, security forces in Song Be 


province — which lies at the foot of the 


highlands — reported capturing а number 
of people described as scouts and spies 


31). Had it ome al about, such a union could 
ave been a serious headache for both 
i and Phnom Penh, as the tribes 
orm the backbone of Fulro— nota- 

ade and Jarai — spill over into 

mbodiai E of Ratanakiri 


-scale actions, such as an attack 
ear the mountain resort of Dalat 
1980, Fulro appears to have been 


largely i inactive. 


г The present government has been con- 


siderably more successful than its south- 
- ern rival during the war in building bridges 
` with the main tribes of the Central High- 


lands. A Rhade is now a member of the 


Vietnamese Communist Party's central 
committee, while one of the first acts of 
t 


o name a Rhade 

tribesman, w i 
forces, chief of the provi ' 
Ешго has, Ver. always had the 
capability of creating a sense of apprehen- 
sion disproportionate to either its size or 
its activities and, at the moment, any in- 
security in the Central Highlands upsets . 
Hanor's plans for extensive development 
ofthe area.  . 


The fronts new front 


Vietnamese troops in Cambodia face new fighting along the 


By John McBeth 


f Bangkok: The Khmer People's Na- 


tional Liberation Front (KPNLF), long 


criticised in some quarters for a lack of 


aggression, has begun offensive: òpera- 
tions east of its base camps along the 


front claims to have killed 42 Vietnam- 
езе troops and wounded more than 50 as 


| Thai border — and some units are said to be о pulling back 


ed the Vietnamese 
per into the interior. 
have taken: place i 


's | Thai-Cambodian border. In a series of |. 
| engagements from September 20-28, the 


part of its strategy to eliminate platoon- | 


|| sized Vietnamese outposts north of the 
; stretch of Highway Five linking Poip 


with the crossroads town of Sisopho 
KPNLF has acknowle: 
k 


ensive Бойсун ‘should 


| bring much more on its head from the 


Vietnamese, who up to now have con- 


| centrated for the most part on containing 


mer Rouge. 





The Grindlays Bank Noe b 
'Grindlaysi In онова 
arrangements for a turnkey contract worth 


about DM300 milionfora624000 — 


tonnes p.a. cement plant in Oman being i 
urope a built by Krupp Polysius AG for the Oman — 
Cement Company (S.A.O ). 
Through our offices in London, 
| Ruwi, Bahrain and with the assistance of 
i a our representative office in Düsseldorf, 


Grindlays:- 
e Issued the tender bond 


assisted ы к ининер ЧАГ. 


payment bonds. 





s e Participated in the consortium led 
Kru Pol Siu S AG by Arab Bank Limited opening the 
letter of credit for Oman Cement 
Company (5.А.О.). 
8 Joined Commerzbank AG in 
Secu ге а urn ey co-managing comfirmation of this 
letter of credit to Krupp Polysius AG 
e Through their insurance broking 
cont ract Or subsidiary, placed contractors all 
risk and marine insurances. 
Another international financial 
package from Grindlays. Krupp Polysius 
a cemen D an AG and the Oman Cement Company 
(S.A.O.) banked on Grindlays 
- why don't you? 


in Oman. сс. 
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| _ SF Group 
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Remark the four gold claws on this new Omega Constellation! 

They press the sapphire crystal against the case to assure 
the watch's water-resistance. 

This novel way of making a watch water-resistant might 
have passed totally unnoticed had it not produced such a 
stunning combination of elegance and sportiness, of tradition — 
and innovation, of discretion and originality. 

This recent Omega Constellation is a quartz chronometer 
with an official performance certificate. It is available in gold, 
gold and stainless steel, and stainless steel. For men and 
women. 

New boldness in the art of watch design — for those 
fascinated by functional good looks. | 
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The Bankers Trust Company philosophy; 


Excellence is achieved only through 
consistency and innovation. 


And teamwork. 





Excellence, in any endeavor, is based 
on superior performance, day in and 
day out. And continued success is 
achieved only when like-minded pro- 
fessionals combine their experience 
and ingenuity in such a manner as to 
set them apart. 

It is an accomplishment which 
requires common purpose sparked with 
rare determination. А drive that pro- 
vides the ability to perform consistently 
under pressure. Teamwork. These are 
parts of a real-life phik S phy. A phil JS” 
ophy which yields handsome rewards. 


Common purpose and teamwork: 
how they work for you. 


A major construction and engineer- 
ing firm recently worked with Bankers 
Trust to evaluate the advantages of 
refinancing part of its revolving bank 
credit in a special way. What they 
needed was a creative finance package 
that gave them the flexibility to access 
a range of money markets at the most 
advantageous interest rates possible. 

Working closely with our Corporate 
Financial Services professionals and our 
World Corporate bankers, Bankers 
Trust's Resources Management special- 
ists structured and placed an issue of 
privately placed promissory notes. 


Subsequently, the company appointed 
Bankers Trust as co-agent in its tradi- 
tional commercial paper program. The 
two financings, which totalled hun- 
dreds of millions of dollars, met the 
needs of a customer with unusually 
high standards. 

Highly skilled people from Bankers 
Trust's worldwide service network were 
brought together to work as one, care- 
fully guided by one of our experienced 
relationship managers. Someone who 
never forgets the awesome potential of 
people working diligently toward a 
common purpose. People inspired by 
the pursuit of excellence. 


This is just one example of the kind 
of performance into which our philosophy 
translates. Performance which makes 
Bankers Trust stand out in our indus- 
try. And the kind of performance which 
helps make our clients first in theirs. 


È 


Bankers Trust 
Company 
Worldwide 


An international banking network in 
35 countries. 
280 Park Avenue, New York, N. Y. 10017 


Member FDIC © Bankers Trust Company. 





Swissair would rather have an Economy Class 
that surprises business travellers than an in- 
termediate class that disappoints them. 


The pleasant surprises start with booking. Where can a full- 
fare passenger make his choice among so many good seats as 
with us? 

Once aboard, after a cordial welcome from our multilingual 
cabin staff, we have the second surprise: the Economy Class of 
our Jumbos and DC-10s has one seat less abreast, and enough 
lockers for the hand-luggage of all our passengers. And even 
before take-off so many publications are presented that you 
can usually read what you like rather than having to read 
what's there. 

We hope, too, that the two menus we offer on long-haul flights 
will be a small culinary surprise in themselves, if only for the 
china we serve them on and the choice of wines and apéritifs 
that accompany them with our compliments. 

Incidentally, travel in this unusual class costs exactly the same 
as in ordinary Economy Class. No surprise with an airline that 
has always seen its Economy Class as one = & 
for business people first of all. swissair 
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Shooting for the or 


A wave of violence causes concern about law-and-order on the 
eve of an important overseas tour by President Zia ul-Haq 


By John Fullerton 

Islamabad: А politician is gunned down 
by automatic fire, another dies in a mys- 
terious and possibly deliberate road crash, 
a prominent surgeon dies of gunshot 
wounds, a leading adviser to the military 
government narrowly escapes a grenade 
attack and a rash of small fires occurs in 
public buildings. 

Terrorism or neg spontaneous, un- 
connected events? atever they were, 
for Pakistan’s military rulers the numer- 
ous violent incidents throughout the coun- 
try in recent weeks pushed the issue of 
law-and-order once again into the head- 
lines of the country’s press while the op- 
position accused the authorities of failing 
to control events. 

President Zia ul-Haq responded 
promptly, but with a bark worse than his 

: bite in announcing on September 27 а new 
military regulation which provides for the 
death penalty for people convicted of pro- 
viding material assistance to saboteurs, or 
for disrupting national communications 
and defence installations. The governor of 
Sindh province, Lieut-Gen. S. M. Abbasi, 
said abductions, bank thefts and highway 
robbery would in future be dealt with by 
military rather than civil courts. 

Pakistan's eR 2p d newspapers 
were quick to criticise the government fol- 
lowing the violence. Nawa-i- Waqt called 
for firm and effective action and pleaded 
with Zia: "Think it over, for God's sake." 
Haider lashed out at the police for pursu- 
ing outdated methods of investigation 
while Jasarat accused the banned opposi- 
tion parties of failing to condemn acts of 
terror. The incidents were closely fol- 
lowed by 530 arrests in Karachi and 1,000 
in Lahore of people officially described as 
hardened criminals. Opposition circles 
said the detainees were mainly political 
workers, but failed to produce details. 

Foreign observers suggest that the rela- 
tively muted official reaction was partly 
because of Zia's planned visits to China 
and North Korea later this month, to In- 
donesia, Malaysia and Singapore next 
month and to Washington in December. 
They point out that these travel plans 
suggest that Zia is confident of the loyalty 
of the armed forces and their ability to 
maintain internal security — but 
nevertheless the surge in lawlessness 
could not have come at a more inconve- 
nient time. 

“Zia has been steadily extending the 
country’s non-aligned status and improv- 
ing his own image abroad. A deterioration 
in Pakistan's controversial human-rights 
record or second thoughts about Pakis- 
tan’s stability would not help him consoli- 
date newly made friendships on Capitol 
Hill and elsewhere,” said one diplomat. 


Among the plethora of criminal or poli- 
tical acts of violence, the following excited 
most attention: 

» August 31-September 4: fires broke 
out in pom public buildings in Lahore, 
three of which were claimed to have been 
accidental and one the action of a disgrun- 
js employee. 

tember 5: two men opened fire on 
the Lahore home of High Court Judge 
Mie" ur Rehman, killing a guard. 

» September 8: unknown assailants 
threw a grenade at the home of the chair- 
man of the Federal Advisory Council 
(FAC) Khwaja Mohammad Safdar in 
Sialkot, in Punjab province. 

> September 13: gunmen with an au- 
tomatic weapon and pistols broke into the 





Karachi office of Zahoorul Hasan Bhop- 
ali, a member of the 288-member FAC 
and leader of a small, pro-government po- 
litical movement, and killed him. Two 
others were wounded. 

» September 14: police reported the 
death in mysterious circumstances of Jib- 
reel Siddiqui, a member of the president's 
advisory council. He was killed and two 
other council members injured when their 
car was hit by a tractor in Sindh province. 

> September 29: Dr Abdus Sattar 
Nagi, a surgeon at the Civil Hospital in 
Quetta and professor of surgery at Boland 
Medical College was shot outside his 
house and later died. Newspapers specu- 
lated that the attack was prompted by a 
student's failure at examinations. 


hopali and Siddiqui were not the first 
council members to die violently. Three 
months ago a member representing Pakis- 
tan's tribal areas along the Afghan border, 
Malik Shahzada Khan, was shot dead near 


Islamabad — an incident демен by the 
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Mig ld cup cu 











































Hamid Оатіа, was killed near the border, - 
the second political agent in the tribal 
zone to die violently this year. Оп June 29, — i 
Taj Mohammad, political agent in Kur- _ 
ram agency was shot in the neck during a — - 
disturbance and died later in hospital af 
two operations. 
The grey area between the obvio sly 5 
criminal and the politically motivated acts . 
included a number of bank robberies, 
some of which are rumoured to have been 
the result of fund-raising activities by 
tremists of banned opposition parties. / 
recent phenomenon has been the tende ty 
cy of teenage children of rich families ta 
rob homes and terrorise neighbourh 
while the activities of dacoits or traditio 
bandits mark yet another dimension of 
law-and-order issue. i 
The arrest of an American teacher at _ 
Islamabad's International School follow- 
ing the discovery of illegally imported au- 
tomatic weapons fanned the flames of- 
speculation. Local newspapers hinted that 
Eugene Clegg was part of a conspi 
provide arms — possibly, it was impli 
at the behest of the United States CIA 
either to Afghan resistance fighters 
Pakistanis described as disruptionis 
The publicity surrounding Clegg’s a 
on September 23 was given added impet 
by the widespread anti-American 
ment provoked by Israel's military acti 
in Lebanon. ч 
In fact, indications are that the US ti v 
ped off Islamabad about the arms and that 
American officials accompanied their Is- 
lamabad counterparts to the airport: 0 
seize the shotguns, pistols and automatic 
rifles. It is understood the Ameri 
would like Clegg to be handed over to fed- 
eral marshals to face charges in the US. 
But it was the spectre of Al Zulfikar, | | 
Kabul-based organisation of Pakistani d H 
sidents which has claimed responsibility ir 
the past for sabotage, bomb blasts and as- - 
sassination attempts, which loomed over 
the attacks on prominent civilians lasi 
month. Several members of the FAC have 
claimed to have received death Me 
American Ambassador Ronald Spiers re- _ 
ceived a death threat by letter on 
tember 23 — whether it originated with 
Zulfikar or was a spontaneous result 
Middle East developments is not k 
But it is said to have been the 
threat on his life delivered to the ет 
this year. | 
Officials say that one of Bhopali's as а? 
sailants died in the attack. He was 
be Ilyas Siddiqi, one of the 54 detain 
released by Pakistan in exchange for 
tages taken by Al Zulfikar in the hijac| 
of a domestic airliner to Kabul a 
Damascus in March last year (REVIEW 
Mar. 20, '81). Siddiqi had originally ЦАГ. 
arrested in Islamabad by the өшү a 
for distributing subversive political pam- 
phlets. a 
There are two theories currently heldt 
officials and foreign observers on the po- 
tency or otherwise of Al Zulfikar. One 
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- By Manik de Silva 


Colombo: There is always а 


ton 
al poll that 
| will be run on October 20 is no exception. 


in Sri fon and the pre id 


President Junius Jayewarden 

ing countrywide ata pacethat bel 
years, is buoyantly confident. The p 
pal. challenger, Hector. Kobbe 


who served seven years as lands and. ag- 


riculture minister under the prime 
tership ; of |. Sirimavo:.- Bandarar 
publicly professes his own optimism. 


big meetings in.town and countryside. in 
large numbers; Sri Lankans are a political 


people and they enjoy listening to the: 


speeches, laughing at the platform jokes 
and taking in the entertainment that is al- 
ways a part of the election scene here. But 
what is not sure is which way the election is 
going. The participants predict victory for 
themselves but non-partisan. observers 
frankly admit: *In this country; you never 
can tell." 

One thing is abundantly clear. The is- 
sues have crystallised and the big question 


now is whether Jayewardene and his Unit- : 


ed National Party (UNP) can persuade the 


electorate. that despite the inflation-hit. 


cost of living the unprecedented develop- 


ment effort that has been launched will - 


bring its rewards in the not too distant fu- 
ture. The liberalisation of the economy in 
1978 helped get the wheels of progress 
moving: At ended the endemic scarcities of 
earlier years and bred d consumerist socie- 
ty. But there are many who cannot afford 
the goods in the shop windows and those 
are the people that the government fears. 


Jayewardene amended ‘his: 1978 con- | 


stitution to advance this election, the first 


] fora president, by nearly 18 months. And 
` there were. good reasons for doing so. Mrs 


Bandaranaike, who would have-been. his 
most, formidable. opponent, 
stripped of her civic rights and could not 
Her Sri. Lanka Freedom Patty 
(SLFP) was in disarray, split down the : 
middle, with its leaders -quarrelling. 


Jayewardene’s own stature in the country” 


was high.and the:time seemed: ripe to seek 
afresh mandate. ... 
snot, bein run exactly the 
ng party calculated. First, the 

oner, who isto conduct 


‘the poll, accorded official recognition to 
"Mrs Bandaranaike’s faction of the SLFP.a 


few days before nominations closed. This 


caught both the government and the de- 
fecting group. led by the former prime” 


minister's long-time deputy, Maitri 
foot. Seni 
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Solid busin ss partn rs- 
good friends. 


The Asean countries and Rotterdam have been doing business for years, even centuries. 
In that long period a mutual respect for each other has grown and in many cases we didn’t only become solid business 
partners, but good friends as well. Rotterdam City and Port Authority officials and representatives of the Rotterdam 
Business Community are visiting the Asean countries in October 
and November this year. 
To strenghten the good relations, but also to investigate in which 
way better services can be rendered to all those using our facilities. 


Rotterdam is the world’s largest port and we like to keep it 
that way. An objective that can only be realized if we keep our eyes 
open for new developments; for new services required for; and for 
the new needs of our many relations. 


Of course, this is an important responsibility of the private 
enterprises in our community. But as Mayor of the city of Rot- 
terdam I'm convinced of the necessity that the municipal govern- 
ment joins these efforts. In the past years I think we have proven to 
possess this attitude and we will continue on that path. Our visit to 


tts 
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еап апа Europe - choosing the best way in 


p^ The ten countries of the 


European Communities 
form a market of 
270 million consumers 
and the seven EFTA countries pro- 
vide an additional 40 million. Over 
300 million people - a market with 
enormous purchasing power which, 
in 1981, imported goods to the value 
of over U.S. $ 700 thousand million. 

The scope and diversity of this 
market provide exceptional oppor- 
tunities for the ASEAN countries. 
Requirements range from the sim- 
ple to the sophisticated, from ‘one- 
offs’ to millions, from raw materials 
to fully finished products, reflecting 
the needs of consumers from the 
sunny Mediterranean to the land of 
the midnight sun. 

These are critical consumers, 
accustomed to a wide choice from 
worldwide sources, protected by 
highly developed systems of mate- 
rial testing, product evaluation and 
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trading standards. Furthermore, 
these consumers have  well-re- 
searched buying habits and are ser- 
ved by channels of distribution 
which, while effective and efficient, 
are often complex. 

Thus accesses to the market, 
particularly for finished products, 
involves procedures and practices 
which may seem forbidding to po- 
tential exporters. The very sophisti- 
cation of the marketing does, how- 
ever, ensure that the necessary ex- 
pertise is readily available and suc- 
cess with an appropriate product is 
therefore largely a matter of choo- 
sing the most suitable centre and 
distribution system for the product 
in question. 


The Netherlands - 
A Trading Nation 


While all European. countries 
have systems of trading developed 


you will certainly help us to be able to do so. 


Mayor of the City of Rotterdam 


over hundreds of years, it is 
interesting that the Netherlands, 
one of the smallest of these 
countries, has achieved, through à 
combination of history, geography 
and clear intentions, a position in 
international trading out of all pro- 
portion to its size. Compare: Net- 
herlands, 14 million inhabitants im- 
ported $67 thousand million in 
1980 apart from transit trade. The 
factors responsible for this position 
led to the development of the Be- 
nelux Customs Union and placed 
the Netherlands in a favourable pó- 
sition to exploit the significant op- 
portunities offered when the E.E.C. 
was created. These same factors are 
no less relevant to trade with the 
ASEAN countries today — histori- 
cally, the roots go deep; geograp- 
hically the Netherlands is a Euro- 
pean crossroads and by its actions, 
the Dutch Government and business 
community demonstrate a cons 


eT 


tinuing intention to maintain and 
develop commercial links with the 
ASEAN countries. 

In March of this year, Dutch 
premier, Mr. Van Agt was the guest 
of the Indonesian and Thai govern- 
ments and has also visited Malaysia. 
Commercial links have been further 
cemented by a continuing series of 
trade missions, forums and exhibi- 
tions — in the 1981 Expo Floating 


Exhibition" which^visited-ASBAN 


countries, and the Food Fair in 
Rotterdam. 

This vear, the Thai Investment 
Seminar in the Hague in August, 
HOUT '82 Forest Products Exhibi- 
tion in Rotterdam, and the Elec- 
tronics Fair in September, coinci- 
ding with the opening of the Ist 
Electronics World Trade Centre in 
Eindhoven. Twenty-five ASEAN 


LA 


organisations will participate in this 
unique event, presenting active and 
passive components. 

1983 Will see ASEAN weeks in 
at last three Netherlands cities, plus 
a Toys апа Gifts Fair, a Garments 
Exhibition and numerous other 
promotional. events. 


"Uc =ч. ше DEUM AC. 
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Rotterdam - Gateway to Europe 





Most of the trade pro- 
motion for ASEAN pro- 
ducts will be supported 
by the ASEAN Trade 
. Promotion Centre in Rotterdam, 
which, in turn, is sponsored by CBI, 
a unique agency set up by the Ne- 
therlands Ministry of Foreign Affairs 
to help developing countries market 
their products in the industrialised 
countries, especially Western Euro- 





pe. 
The CBI Headquarters, the 


` CBI Merchandise Test Centre and 


the ASEAN Trade Promotion Cen- 
tre are all located in the same 
building on  Rotterdam's main 
thoroughfare, the Coolsingel 
Boulevard where the Chamber of 
Commerce and Industry and the 
World Trade Center reside as well, a 
concentration of commercial infor- 
niation. 

It is no accident that these or- 
ganisations chose Rotterdam be- 
cause this seaport-city hasan unique 
position both in Holland and Euro- 


pe. 
The world's largest port 


‘The port has to be seen to be be- 
lieved. In 1981, for example, Rot- 
'terdam-Europoort handled 251 mil- 


lion tons of international sea-going 
goods traffic. This is roughly two ti- 
mes as much as New York. 
Rotterdam.is also Europe's main 
inland shipping port positioned as it 
is at the mouth of the Rhine Delta. 
Each year about 180,000 inland 
vessels (many in push barge con- 
voys) call at Rotterdam with over 
120 million tons of goods plying 
between the Dutch port and the rest 
of continental Europe. 
Rotterdam's trump card is its loca- 
tion on the northern end of the Bri- 
tish Channel, the world's busiest 
shipping lane, and equi-distant to 


Europe's major industrial and po- 
pulation centres. These are the Eng- 
lish Midlands, the Ruhr area of 
Germany and Northern France and 
the Benelux. 


Lager share of cargoes 


The continental range of North 
Sea ports (from Le Havre to Ham- 
burg) handles about 20 percent of all 
ocean-going cargo every year. Rot- 
terdam's position can be judged by 
the following: Rotterdam handles 
25% of the coal in these ports and 
46% of the grain and derivates; 
45% of the crude oil; 45% of the ore 
and 38% of all the containers. 
However freight flow models are 
constantly under study. For 
example, the present energy crisis is 
likely to result in a shift of cargo 
patterns. By volume, crude oil is the 
most important commodity group 
for Rotterdam, accounting for about 
90 million tons arriving a year. 

Should crude oil imports drop, 
Rotterdám would retain its promi- 
nent position as Europe's main oil 
import port for some time. It is ex- 
pected that coal imports will in- 
crease from about seven million tons 
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at present to over 25 million tons by 
the year 2000. Part of this is due to 
the fact that the Dutch energy policy 
calls for 40% of its electricity to be 
generated by coals at that time, 
compared to just over six percent 
now. Total seaborne arrivals of 
grain, fodder, oilseeds, oils and fats 
(mostly from the United States) 
averages about 24 million tons a 
year. 

The present European Com- 
mon Market system of agricultural 
levies makes it possible to replace 
relatively expensive grain for animal 
feeds by other raw materials such as 
tapioca, soy beans etc. with the same 
nutritional value at a lower price. 

When imported into the EC 
these feeds are subject to a low agri- 
cultural levy or no levy at all. 


Animal feeds and other 
bulk products up 


Consequently, estimates show 
that there will be a considerable in- 
crease in the import of oilseeds, fod- 
der, oil and fats for animal fodder in 
the coming years. Also the intro- 
duction of larger grain vessels which 
cannot be handled in neighbouring 
ports indicates that grain imports 
should at least maintain their pre- 
sent levels. A conservative estimate 


Market of 160 million people 


Kotterdi ated at the center of 





of grain, fodder, oilseeds, oil and fats 
imports place these at 35 million 
tons by the end of the century. 
Iron ore is another major im- 
port, accounting for 32 million tons, 
destined mainly for West German, 
Belgian and French blast furnaces. 
Despite the predicted slump in 
European steel production, Rot- 
terdam's competitive position is ex- 
pected to remain unchanged. This is 
because increasing quantities of ore 
will be arriving from countries with 
deep-water ports, such as Australia 


and Brazil. 

Again, this transport will be 
effected in ever larger bulk carriers 
which in Europe only Rotterdam 
can handle. This improvement in 
Rotterdam's competitive position, 
plus an expected revival of the 
European steel industry when it 
switches almost all production to 
high quality steel, leads to an es- 
timate of ore imports in the year 
2000 of about 50 million tons. 


Box traffic to exceed 


3 million by 2000 


Much of the general cargo will 

be carried in containers. Rotterdam 
now handles well over 1.4 million 
boxes a year and it is predicted that 
it will pass the two million mark by 
1990; this means more than three 
million TEU's (twenty-foot-equi- 
valents). Much of this depends on 
the “degree of containerization" of 
various cargoes. 
Meanwhile there are plans to in- 
crease the depth of Rotterdam's 
approaches from 68 to 75 feet. This 
means, of course, that even larger 
ships will be able to call at Rot- 
terdam. As it stands now, oil tankers 
in the 300,000 ton range, can be 
handled there. 

Rotterdam continues to reach 
for the superlatives. 


A city to match the port 


Office space available 


Importantly, there is office spa- 
ce available and construction con- 
tinues ensuring adequate office spa- 
ce for new companies as well as 
permitting existing companies to 


Rotterdam's port is back- 
3 ed up by a fully-develo- 
реа commercial centre 
with special expertise in 


trading, finance and, of course, 
transportation. The banks are 
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geared to handle the many needs of 
foreign trade and the trading com- 
panies have know-how to operate 
import and export operations in all 
parts of the world. Because of the 
preponderance of petro-chemical 
and chemical industries in Rot- 
terdam and its environs, the en- 


gineering service sector is especially 


strong, second only to that centered 
around London within Europe. This 
sector also supports Dutch-operated 
chemical and construction work 
worldwide. 

The city centre itself, the Cen- 
tral Business District, has excellent 
office facilities. Here, the banks, 
insurance companies, stockbrokers, 
lawyers, computer service centres, 
trading companies, transportation, 
distribution and shipping offices are 
located. 

In this area around City Hall, 
there are also the World Trade 
Center, the Chamber of Commerce, 
the Exchange and local government 
offices. 3 





‚чә 


expand. Trained and experienced 
Office staff, most multi-lingual are 
available. Graduates of Rotter- 
dam's Erasmus University (average 
enrollment: 9000) as well as the 
area's many technical institutions 
such as the nearby Technical Uni- 
versity at Delft ensure a steady sup- 
ply of new qualified staff. 

Rotterdam is practically a new 
town although it has existed for 
more than 600 years. The reason for 
this is that the entire city centre and 
most of the port were completely 
destroyed in World War II. 

Rising Phoenix-like from the 
ashes, Rotterdam was quickly and 
inspiringly rebuilt. The port was ex- 
tended so that it was many times its 
former size and the centre entirely 
reconstructed. 





.. Rotterdam - the logical choice 


When ASEAN was con- 

3 sidering the location of 

a its European Trade 

Promotion Centre there 

was, quite naturally, some competi- 
tion among the E.C. countries. 


According to Mr. Nik Idris bin Nik 
Daud, the Malaysian Trade Com- 


` missioner in the Netherlands, Rot- 


terdam stood out as the logical 





The Thai Minister of Commerce, Mr. Chun 
Leekpai, receives a bouquet from a “Dutch 
maid", in traditional costume, at the opening 
of the Asean Trade Promotion Centre, in 
Rotterdam. 


choice, rating well above the others 
on virtually every aspect. Size, loca- 
tion, communications, facilities and 
similar features are relatively easy to 
quantify, but there are other plus 
factors in this multi-faceted city- 
port. 

Rotterdam is multi-lingual and 
you find that the prime commercial 
language, English, is almost as na- 
tural to the average Rotterdammer 
as his native Dutch. The port also 
has an unrivalled reputation for 
good labour relations, ensuring pre- 
dictable performance in the hand- 
ling of imports and exports. 


Adding it all up, Rotterdam 
really is number one — a point con- 
firmed by Indonesia’s Trade Pro- 
motions Officer in Rotterdam, Mrs. 
Nurlaili. With ASEAN Trade Pro- 
motion Centre as a base, Mrs. Nur- 
laili finds Rotterdam the most con- 
venient city in Europe. 

Virtually all the industrial cen- 
tres of Western Europe are within a 
raditis of 1000 kilometers, accessi- 
ble for the business traveller by pla- 
ne, train or car and providing the 
importers with a stocking point 
which ensures a speedy delivery to 


any European destination. 


Important addresses 


Municipality of Rotterdam 


Department of Economic Affairs 


P.O. Box 70016, 3000 KV Rotterdam 
Telex: 26550 








Port of Rotterdam 
External Affairs Department 


Р.О. Box 6622, 3002 АР Rotterdam 
Telex: 23077 








Rotterdam 
Chamber of Commerce 


Р.О. Box 30025, 3001 DA Rotterdam 


Telex: 23760 


Center for the Promotion of 
Imports from Developing 
Countries (СВІ) 

P.O. Box 30009, 3001 DA Rotterdam 
Telex: 27151 





ASEAN Trade Promotion 


Centre c/o CBI 
P.O. Box 30009, 3001 DA Rotterdam 
Telex: 27151 


World Trade Center 
Р.О. Box 30055, 3001 DB Rotterdam 
Telex: 26402 
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liscriminatory nationality law could drive. a 
dge of disharmony into a multiracial nation - 
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indarge numbers after 1823 

as “citizens “апа 

". Although many 

Toup either married 


г obtained citizenship: 


in 1948. the law would 


' «Бы for 
гуё as 


: t 
Hluttaw (People's Assembly) serving as 
its rubber stamp. 
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replace the Union Citizenship Act which 
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The currént pere tage mix could well 
be signi 
given tnterma age between Indian and 
Chinese im s and the indigenous 
people. One Asian: diplomat estimated 
alf of the present popula- 
tion may. not qualify as first-class citizens. 
In any event, the government has not an- 
nounced effective | means of verifying ra- 


a. | cial identities, which would “prove to be a 


formidable task. 


By of Indian or. Chinese descent 
are apparently indifferent to the draft 
law. A taxi, driver of Indian descent 
commented: “It makes no difference. I 
won't be accepted into the party anyway. 
What the law will do is just to codify me 
officially as a second-class citizen which 
I already am.” In addition, hundreds of 
thousands of Bangladeshis and Chinese 
who have drifted- into Burma’ over the 


different from that in 1823 
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“communists who pre 
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vious.” 
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An attack on a Rangoon radio station may t ave be 
aimed at rekindling unity among Karen rebels. 


Bangkok: The attack by Karen insurgents 
on the headquarters of the government- 


run radio inyRangoon on September 28. 


was seen by analysts heré as а one-shot | 


“show of force to bolster unity inthe Karen 
-National Union (КМШ) which has report- 


edly been gripped. recently by. growing: in- 


|; termal conflict. 
“The nature^of the conflict i побаеаг, | 


But Bangkok-based: sources with close 


connections withthe Karen revolutionary | 


movement’ said опе reason fo 


in E routes alon 





been the m items 
land from. Karen-co 












| portant threat to national security because 
of its professed strategy to topple tie gov- 
ernment by force (REVIEW, Oct. 1). But 
|. Karens represent the most formidable 

rebel force among as many as 80 different 
` ethnic minority groupings in the hills of 

the north and east. All of these groups 

claim to be opposed to Rangoon and say 
` they seek autonomy, but many of them 
use the revolutionary cause merely as a 
~ pretext to traffic in drugs. 

-  Staunchly anti-communist and -efrain- 
— ing strictly from any involvement ir narco- 
tics, the KNU is undoubtedly the 
. strongest and best-organised of these re- 
-— bels. KNU president Bo Mya told this cor- 
— respondent during an interview last year 
` at his headquarters in Karen state that the 
- — KNU's armed wing, the Karen National 
Liberation Army, has about 10,000 sol- 
— — diers under arms plus an additional 15.000 
home guards and militia. Other estimates 
р | have put the KNU's armed-forces 
— strength at 5-8,000. 

— In 1976, at the initiative of the КМО, 
























^ the major rebel ethnic groups forged a 
| loose alliance under the banner of the Na- 
— tional Democratic Front (NDF) but the al- 
- Jiance has failed to achieve anything con- 
Crete in terms of coordination such as joint 
Operations against the army. As Bo Mya 
— put it: “We cannot combine our armed 
- forces . . , since each group is geographi- 
| cally far apart and the enemy [the army] 
cuts our routes of communication. The 
—— enemy is pressing hard on every minority 
— group leaving each group to counter the 

_ Burmese at its own front.” 
Pos The Kachin independence organisation 
left the NDF in 1980 when it joined the 
` BCP, leaving seven groupings in the NDF 
- representing the Karen, Karenni, Ara- 
— Кап, Lahu, Pe-oh, Palaung and the Shan 
— State Army. 
- — During the interview Bo Mya conceded 
| that the KNU was plagued with a number 
К неп, — mainly a shortage of arms 
E: ammunition. “Recruitment is no prob- 
— lem — there are a lot of young men pre- 
_ pared to serve in the army. But it is dif- 
- ficult to get arms. Now we have to use all 
sorts of weapons, including home-made 
booby traps.” It is clear that the prolonged 
Э. struggle, now stretching back almost 34 
years, is producing some despondency 

among the Karen leadership. 
— PAISAL SRICHARATCHANYA 
Е; 28. 






















































By M. C. Tun 
Rangoon: What was apparently the first. 
attack by Karen insurgents in the Bur- 
mese capital ended when two insurgents 
lurking in a watchman's hut in a French 
diplomat's compound opened fire, seek- 
ing to burst through a cordon thrown 
around the compound during the night. 
The waiting troops fired back and both 
insurgents were killed. One was the ap- 
parent leader of the raid — a rocket and 
small-arms strike on a suburban police 
station and the Burmese broadcasting 
service's headquarters. 

The insurgents’ leader, Mahn Ngwe 
Aung, was a major in the armed wing of 
the Karen National Union (KNU) which 
has been battling with the Rangoon gov- 
ernment for autonomy for the Karens 
since Burma’s independence in 1948. 


Aung on trial: a Machiavellian plot? 


Aung had been with the KNU since he 
was freed from jail under a general am- 
nesty for all political offenders in 1980. 
He had been awaiting the outcome of an 
appeal for clemency after being con- 
demned to death for high treason 
(REVIEW, May 5, '78). 

The raid by the heavily armed insur- 
gents on the night of September 28 also 
left two policemen dead and 17 people 
— including eight civilians — wounded. 
Weapons captured included eight rocket 
launchers, seven grenades and two as- 
sault rifles. A traffic policeman unwit- 
tingly triggered the shooting when at 
around 9:30 p.m. in the northern sub- 
urbs, he saw a car being driven some- 
what erra on the main road into 
the capital. He signalled it to stop, but 
was shot down. Men from the nearby 
Kamayut police station shot at the car 





A man who evaded execution for treason two years a 
is one of two insurgents killed after the Karen rebel raid 











and the five men in the vehicle returned 
the fire. 

The car careered away and two roc- 
kets — apparently from M72 launchers 
— were later fired into the radio building 
about a mile from the police station. The 
car later entered the compound of the 
university nearby. Troops quickly 
moved in. The car — which had been 
stolen — was found and shortly after- 
wards a brief firefight erupted with two 
raiders hiding in the university grounds. 
They were captured and questioned. As 
а result, troops threw a cordon around 
the residence of Michel Manon, the 
French deputy commercial attache, and 
а hunt started for the fifth raider in a pri- 
mary school. The fifth man was seized 
about the same time as the troops killed 
Aung and his com- 
panion. 

The raid could 
have been a badly 
executed move in- 
tended to show that 
the KNU could 






penetrate Ran- 
goon’s tight security 
net and attack 


strategic targets. In 
seeking a motive, a 
study of the per- 
sonal history of 
Aung, 45, could 
also prove useful. A 
commerce graduate 
of Rangoon Univer- 
sity, Aung was once 
chairman of an im- 
portant township 
unit of the ruling 
Burma Socialist 
Programme Party. 

Aung had been 
sentenced to death 
after featuring in two treason trials. One 
concerned a plot to assassinate then pre- 
sident Ne Win and other key officials 
and ministers. The other centred around 
a plot to wage a secessionist revolt in the 
west Burma state of Arakan and then 
merge with Bangladesh. During the trial 
it was said that Aung was a heavy drinker 
and had been fascinated by the conspi- 
racy theories of Machiavelli. 

Given his background, it is thought 
that Aung may have been seeking to 
cache weapons in Rangoon for assassi- 
nation attempts on political figures or a 
strike at the People’s National Assembly, 
scheduled to start a session on October 
11. If this theory is correct then the roc- 
ket attack on the radio station after the 
policeman had tried to stop the car could 
be seen as a diversion to cover the party's 
getaway to a selected hideout. 


Even if you dont know the country, - 
you can always look to Bank of America 
to know the currency 





With a banking network of over 90 nations, and market-making 
capabilities in major marketplaces, Bank of America gives you foreign 
exchange expertise in more locations than almost any other bank. 

You get aggressive foreign exchange rates on major currencies in 
exchange markets around the world 

You receive tactical and strategic market analysis from our skilled 
teams of Financial Markets Advisors in major financial centers. You get 
up-to-date reports on market activity. Advice on managing your ex- 
posure. And quotes and consultation not only on foreign exchange, 
but on a wide range of financial products and services available in your 
market. 

Plus, you can have our foreign exchange workshops presented 
worldwide for your treasurer and other financial officers. 

For more information, contact the Branch Manager at your nearest 
Bank of America office. 

Look to Bank of America for foreign exchange services. You can 
count on us around the world. 


Look to the Leader.” 


BANKOFAMERICA 
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Bigger choice of main meals e Royal Doulton chinaware e Fruit basket e Premium wines, champagne and 
a wider choice of cocktails e Exclusively designed wider seats e Never more than one seat from the aisle e 
Extra legroom e More hand-luggage space e Specially-assigned cabin crew e A private zone to yourself e 
Silver Kris Lounge facilities at 23 airports e Special check-in counter e Seat selection offered at the time c 
booking e Baggage priority e 30 kilo baggage allowance e SIA's exclusive Premium Accommodation Plan 





EVERY SUCCESSFUL BUSINESS TRIP 
SHOULD BEGIN WITH A GOOD DEAL. 


SINGAPORE AIRLINES BUSINESS CLASS. 





All this for just a little more than the normal economy fare, on all our 747 flights to and from 
Europe, Australasia, the Orient and USA. En route, you'll enjoy all the comforts of 
the world's most modern fleet, plus inflight service even other airlines talk about. 

And for those who prefer even more exclusive travel, all First Class seats on our 747 


Super-B services are now fully-reclining Snoozzzers. SINGAPORE AIRLINES 

















The right structure 
brings bright ideas into 
focus. 


The capability of a universal bank can 
transform ideas into projects — and help 
you to realize them. It requires disciplined 
creativity, critical concern and an alert 
presence at the focal points of the inter- 
national finance market. That's why 
Deutsche Bank is represented through- 
out the world. Observing, analysing and 
acting. 


Come to Deutsche Bank and let us 
focus on the best way to achieve your 
goals. Or call: 


Hong Kong 5-255 203 
Singapore 917555 

Beijing 28 59 80 

Tokyo 214-1971/9, 211-3541 
Osaka 244-1977 


Deutsche Bank 


^ ا‎ of universal banking 


kfurt МУ n/Dus и Вга abroad Amae Asune 
Bru 5 Buenos A ashe ng Kong. L мня „Ма nd. Mila „Ме к. Osaka, Paris Cc 
To Rep tive OR Bei eng. Во = ta Сан Caracas, Ch ago Is нери 
Jo — arg ‘ta jen : s Angeles, Mexico, Moscow Na Nairobi "Ri he Jar 

n José. Santiago. Sydney. Tehran, Tokyo Torónio Subsidisries Geneva ng Ko ng 
Londo: ne pear poma Toronto, Zurich 
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If You Want to 
Learn More 
About Reaching 
Asia's Frequent 
Business 
Travellers 
We'd Like to 
Give You the 
Plane Facts! 


When it comes to reaching the 
heavy frequent travellers, the 
Far Eastern Economic Review 
soars above all the rest. 


At present most of the world's 
leading airlines that have 
routes in Asia use the Far East- 
ern Economic Review regular- 
ly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letter-head and we'll be glad 
to send you a copy of the 
6 City Media Phase from 
the INTRAMAR STUDY indepen- 
dently conducted by Interna- 
tional Research Associates. 


Address your inquiries to: 


Mr C. H. Stolbach, 

Far Eastern Economic Review, 
GPO Box 160, 

Hongkong. 





Why not pic {һе ›исїпес Cla-- 
that gives you more, 
whenit doesn't cost you more. 





More than just Business Class. 


Our new Business Class is as close to First So we had to invent a new name to 
Class as you can get on an Economy Class describe this new service: 
ticket. First Business Class. 

Next-to-First Class chairs. Close to First to tell you how much you get. 
First Class comfort. First Class service. Business to tell you how little you pay. 
You dine on china. You get a choice of A very nice combination, don't you 


entrées. In fact, the only thing you don't think? 
get is a First Class charge. 


It's all yours for the normal economy 
fare. 


To call such a Business Class, just Busi- SCANDINAVIAN AIRLINES 
ness Class, doesn't do it justice at all. The Businessman's Airline 





“1 finally found 

a hotel in Bangkok where 

I don't feel like 
part of 

a tour group." 
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Bangkok has countless hotels. But 
only one President Hotel The 
Regent of Bangkok. 

At the President you don't get lost 
in the crowd. We're smaller. More 
personal. More attentive. 

Our rooms and suites didn't come 
off any assembly line. They're full 
of individual touches like hand- 
made fabrics and furniture and 
works of art. 

Our food is special as well, from the 
best steaks in Bangkok to the spicy 
surprises of Thai cuisine. 

And our service is an executive's 
dream telex, translation, com- 
plete local business facts are all 
there to lighten your business day. 
The next time you come to Bang- 
kok, make it a pleasure. Make a 
reservation at the President. 


the 


essent 


THE REGENT OF BANGKOK 
A REGENT*INTERNATIONAL HOTEL 


HONG KONG. BANGKOK. KUALA LUMPUR 
MANILA. COLOMBO. FIJI. ALBUQUERQUE 
NEW YORK. CHICAGO. PUERTO RICO 
MAUI. MONTREAL 


BANGKOK 2529880, TELEX TH81194; HONG KONG 3-663361; SINGAPORE 7373555; TOKYO 03-211-4541 OR CONTACT ANY REGENT INTERNATIONAL HOTEL 


Bm. 


© IMITATION, they say, is the sin- 
cerest form of flattery, and it was in this 
frame of mind that I produced last 
week's pastiche of the letters which ap- 
pear in the British satirical weekly Pri- 
vate Eye purportedly written to “Dear 
Bill" (allegedly the editor of the London 
Daily shed f Denis Thatcher. 
For, having met ritish prime minis- 
ter's consort several times during his 
passage through Shanghai and Hong- 


kong, I can only report that, making due 
allowances for the exaggerations of any 


parody, he is very similar to the rather 
likeable buffer portrayed in the letters. 
The game of golf figures large in his con- 
versation, and his verbal style has more 
than a few echoes of a more sensible and 
down-to-earth version of P. G. Wode- 
house’s Bertie Wooster. Indeed, the 
union is somewhat reminiscent of Ber- 
tram having bowed to the iron will of his 
Aunt Agatha and got himself wed to the 
formidable Honoria Glossop. 

One correspondent in the press en- 
tourage was somewhat taken aback 
when, half an hour after take-off, Denis, 
chota peg in hand, approached him with 
the words; “How do you do? I'm Denis 
Thatcher. By the way, I hear that the Ja- 
panese have golf driving ranges 36 
storeys high. Cheers!” For the rest of the 
trip the pressman concerned was kept 
uneasily wondering who was parodying 
whom. 

' This century has seen several exam- 
ples of husbands required to tag along in 
the wake of their more illustrious wives. 
Whether Denis Thatcher has deliber- 
ately adopted a pleasant harmless per- 
sona as a sort of camouflage, I have no 
way of telling, but he carries his role off 
with an endearing modesty. His pose — 
if pose it is — ensures a minimum embar- 
rassment to his wife. Unfortunately the 
same cannot be said of the couple's son 
Mark who used to appear in Hongkong 
on a TV advertisement all dressed up 
in a space-age racing driver's gear, mar- 
keting Italian leisure wear. 

€ MADAME 1а Thatcher is a very dif- 
ferent kettle of fish, pushing herself 
along by sheer will and always perform- 
ing at maximum revs. Asked a question, 
she pauses and her interlocutor can al- 
most hear the tapes whirring away inside 
her head until she comes up with a reply 
which usually indicátes that her search 
mechanism has engaged with the correct 
response on her memory bank of 256K 
RAM silicon chips. The result is intelli- 
gent, informed, direct and to the point, 
which is perhaps why she has achieved 
limited communication with the oblique, 
oriental, lateral-thinkers of Japan and 


ina. 

Such breakdowns in the business of 
communication often — properly, I 
would naturally argue — provide the 
main grist for this column's mill. And 
there were examples in plenty during the 
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Thatcher visit. When she named the ship 
in Shanghai a large notice hung on the 
wire guarding the edge of the quayside, 
the English translation — “Be careful 
not to fall into the water” — failing to 
communicate the urgency of the original 
Chinese warning. 

e THE figure striking a pose by the side 
of the notice is REVIEW Peking corres- 
pondent David Bonavia, a man of not in- 
considerable girth. Apart from the 
broad wink she bestowed on fellow 
British guests applauding her entry to 
the banquet given in her honour by the 
Mayor of Shanghai, one of the few other 
touches of humour Thatcher displayed 
during her entire visit was at our corres- 
pondent's expense, when at the Peking 
press conference he asked a question 
and she affected to be unable to spot him 
among the assembled journalists. “Апа 
you're a difficult man to miss, aren't 
you?" she added. 

@ ONE ofthe many pitfalls for a foreign 
devil visiting China from a Cantonese- 
speaking city like Hongkong is that the 
Cantonese for two is very similar in 
sound to the Mandarin for one. The 
Mandarin for two approximates to the 
transliteration "er." 

Tim Cotten, the energetic manager of 
the Hongkong and Shanghai Bank's 
Shanghai office, made the transfer be- 
tween the two cities with somé aplomb, 
moved into the Jinjiang Hotel and 
started working on spoken Mandarin. 
Entering a crowded lift one day he used 
his newly acquired knowledge, asking 
the liftman to take him to the second 
floor: “Er-lou.” He was answered by an 
Australian standing next to him: “Her- 
llo, yourself mate. It’s nice to meet a 
friendly Pom.” 

e ROUND-the-world cyclist Paul Pratt 
picked up this notice at the Dalian Hotel: 


THINGS MUST KNOWN BY THE 
GUESTS 


1 The guests must observe the rule of 
our hotel. 

2 When you leave your room, please 
lock the door, turn off the light, to 
prevent from catching fire safely. 

3 The amuseement-room can’ot be 





taken as bed-room, not alowed to 
cook in it, otherwise, something may 
happen to the furnish. 

Please take care about all the equip- 
ment of our hotel, if damaged you 
must atonne it. 


Ф ANOTHER visitor to Peking stayed 
at the Hua Du Hotel, which was opened 
in August. Part of the menu read: 


WESTERN FOODS 
noodless 


itily 
soft fried mutto chops 
hambugger steak 


Throwing caution to the winds, he 

tried the mutto chops, which weren't at 
all bad. 
€ AS already reported (this column, 
Aug. 27) the notice "Please turn to 
West" outside the Peking Hotel has been 
giving some ideological comfort to 
oreign-devil visitors, even those from 
Hongkong. Recently the following com- 
munication, noted by Timothy Gelatt, 
was placed in the lobby of the same 
hotel's old wing: 


Respected Guests: 

As for the park of the Western В 

is under repairing, so from Sept. 4th 
p.m. to Sept. 25 the Western Gate is no 
entry. Piease enter the entrance ot the. 
Middle Building. 

Ф A CARD from Shanghai's Jinjiang 
Hotel appears to offer attendants who 
distribute contagious diseases and chas- 
tisement to guests by appointment: 


ROOM SERVICES 


Mesals Smacks & Drinks to be served at 
the appointed time. 


Please Contact the Room Attendant 
Around-the-clock services 


e OCCASIONALLY, it seems such 
comments on linguistic infelicities and 
unfortunately named products do not 
fall on deaf ears. Last month Peking's 
English-language China Daily ran а 
heartening announcement: 


CHANGE OF 
BRAND NAME 


ERDEN ROOSTER 
It Is hereby notified that the brand name of the 


Alarm Clocks made from Tianjin, 
China has been from date changed to be 


"GOLDEN ROOSTER" 


mI i сыс 


Corp. Tianjin Branch 


172. АО MING ROAD. TIANJIN. CHINA 


Your oa TIPEN 
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Trouble at tmill 


"ттт, DUSTIN 


Striking workers force the government to investigate complaints 
about conditions in an export processing zone 


By Sheilah Ocampo 


Mariveles, Bataan peninsula: A top- 
level government investigation team ap- 
pointed by Philippine Labour Minister 
Blas Ople has found a number of foreign 
and locally owned companies ignoring 
labour laws in the country's largest export 
processing zone. The team also found that 
тапу of the 25-28,000 workers in the Ba- 
taan Export Processing Zone at the foot of 
the Mariveles Mountains live in sub-stand- 
ard housing. 

The team, from the Manila-based 
Ministry of Labour and Employment 
(Mole), — back at the end of last 
month to Ople, who told the REVIEW he 
had suggested to the National Economic 
and Development Authority that some of 
the US$200 million paid by the United 
States Government for the upgrading of 
social and community facilities round 
American bases in the Philippines be used 
to improve housing in Mariveles, a town 
with a population of 60,000 about 160 kms 
from Manila. 

“Ople said conditions at Mariveles were 
a major problem and the Mole team had 
found a number of firms which were not 
complying with labour laws. He said he 
wanted to set up a labour centre in the 345- 
һа. zone so workers' disputes could be set- 
tled immediately, instead of going 
through the present Mole regional office 
in San Fernando, Pampanga province, in 
central Luzon, something which can be a 
lengthy process. 

One major grievance of both workers 
and management in the zone has been the 
attitude of zone police, who have powers to 
'arrest and detain workers considered dis- 
ruptive. Officials of firms operating in the 
processing zone and workers' leaders have 
objected to these powers and said the 
police can be heavy-handed in dealing 
with labour disputes. А 

Also proposed by Ople is the creation of 
an institute of occupational health and 
safety, an idea which also has the support 
and approval of President Ferdinand Mar- 
cos, but which lacks funds. Ople says he 
has discussed the institute idea with offi- 
cials from the Japanese Government; 10 
Japanese firms have investments in the 
zone and improved standards of safety 
-and better health facilities would be bene- 
ficial to them. 

Poor safety and health conditions at 
some factories — which are said to have 
‘resulted in workers su*fering from chemi- 
cal poisoning, eye problems and skin and 
lung diseases — plus sub-standard hous- 
ing, a lack of sanitary and communication 
facilities and an unreliable water supply 
have led to labour unrest and strikes since 
May. : 

Enterprises within the zone — 57 com- 


panies are currently in production — gen- 
erate a total annual income of about 
US$231 million. But residents of 
Mariveles say they get little benefit from 
this; they say the town looks like a slum 
district of Manila. Roads are full of pot- 
holes and telephone апа transport ser- 
vices are inadequate, а situation not far re- 
moved from many other towns of a similar 
size in the Philippines. 

The first of the recent disputes began in 
May at a Japanese-Filipino joint venture, 
Inter-Asia Container Industries, where 
about 12 workers walked out in protest 
against their workload being increased 
without warning; the company manufac- 
tures plastic bags. The strike lasted for two 


ameet 


Bataan factories: some ignore the law. 


weeks until zone police were called in at 
the request of Inter-Asia management 
and following a return-to-work order by 
Mole. 

The police intervention involved hosing 
the strikers with water, arresting them and 
detaining them in the zone police station. 
About 20,000 other workers in the zone 
immediately staged a three-day sympathy 
strike during which 54 workers were de- 
tained and representatives of workers at 
24 firms in the zone marched on the ad- 
ministration building. 


В: June 7, following the intervention of 
the 79-year-old president of the National 
Federation of Labour Unions Felixberto 
Olalia — at present detained in Camp 
Crame in suburban Manila on subver- 
sion charges — an agreement was signed 
between workers' representatives and the 
zone administration that the 54 detained 
activists would be released, the strikers 
would return to work but would not be 
paid for their days on strike and Inter-Asia 





leaders and others of plotting to overthrow 
his government through a campaign of 
bombings and assassinations. Five days 
later Olalia was arrested at his suburban 
Manila home and two Philippine Con- 
stabulary platoons with a total of 40 men 
and 1,000 National Intelligence and Sec- 


urity Authority agents moved into 
Mariveles, setting up numerous road- 
blocks and checkpoints and searching 
all vehicles and luggage. 

The administrator of the Export Pro- 
cessing Zone Authority, Gerardo Espina, 
who is also deputy trade minister, dismiss- 
ed reports of political subversion within 
the zone but said there were things subver- 
sives could take advantage of. He cited 
part of the country's labour code which al- 
lows companies operating within the zone * 
to pay workers only 75% of the minimum 
national wage for their six-month proba- 
tion period. 

Minimum daily wages for non-agricul- 
tural workers are P31.82 (US$3.61) in 
Manila and P30.74 in the rest of the coun- 





try; Espina said some firms were paying 
only 75% of this rate for six months and 
then sacking the workers so they could 
hire other staff at the 75% rate. Espina 
also said he thought complaints about 
housing were exaggerated because at 
P138 à month for à two-bedroom flat or 
P38 a month for a bedspace in a dormi- 
tory, prices were favourable when com- 
pared against prices in Manila. 

The government places great import- 
ance on the export processing zones, as 
does the World Bank. Apart from Bataan 
there are two others in operation, one on 
Mactan island off Cebu in the central Vis- 
ayas and the other at Baguio in northern 
Luzon. Eventually they will be part of a 
network of 15 zones which the govern- 
ment hopes will reduce the country's 10- 
12% unemployment rate and possibly 
provide jobs for the 25% of the population 
who work as hawkers and vendors in what 
the Centre for Research and Communica- 
tions calls the informal labour sector, or 
people who are underemployed. B 
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The robot handshake: Goose Green may have been a pushover. 





A story with a moral 


here is no doubt that British Prime 

Minister Margaret Thatcher made, for 
a foreigner, an excellent. impression in 
Japan. A woman head of government, 
genial husband at heel, is still a thing of 
wonder in a country where a Japanese 
lady has just made headlines by, being the 
first of her sex ever to reach the rank of de- 
partment head in the civil service (she is, 
in fact, in charge of the parliamentary li- 
brary). 

Still, making adjustments where ap- 
propriate, like providing a policewoman 
with a black belt in karate to accompany 
the prime minister to honourable hand- 
wash place, the Japanese treated Thatcher 
as an honorary man, and thus fitted her 
without strain into a social convention in 
which no woman has exercised real, non- 
bedroom political power in the past 1,600 
years. 

“The strongest British prime minister 
since Winston Churchill” enthused the 
businessmen's newspaper, Sankei Shim- 
bun, adding: “Mrs Thatcher is determined 
to accept the challenge from the labour- 
ers’ unions. Our goyernment leaders 
should regard her as a model for be- 
haviour.” From a paper normally obsess- 
ed with “the English sickness,” this is high 
praise indeed. 

"Charming Iron Lady” зай the 
Yomiuri Shimbun more gallantly, while 
noting that British unemployment had 
climbed in Thatcher's term from 5.4% to 
13.8% now, while Japan’s had inched, or 
millimetred, up from 1% to just over 2% 
in the same happy period. “Supersaleswo- 
man Maggie” bubbled the Asahi Shimbun 
over a photograph showing the prime 
minister joyfully holding up a woolly 


40 


sweater at an exhibition of British pro- 
ducts in a Tokyo department store. (The 
price of # 55,000 — US$205 — may partly 
explain why there was no queue of Tokyo 
housewives fighting to buy.) 

But then, of course, came the recrimi- 
nations. They turned, as ever, on the trade 
figures. Japan had (according to the 
British Board of Trade), a surplus with 
Britain of around £5 billion (US$8.5 bil- 
lion) last year. For the first six months of 
this year, Japan sold £1.3 billion worth to 
Britain, Britain £344 million. worth to 
Japan. The surplus, in short, is ballooning 
despite those ¥55,000 woolly sweaters. 
Can idle factories, empty shipyards, rust- 
ing steel mills (in Britain, not in Japan) be 
somehow connected with this lopsided 
trade picture? 

Thatcher, predictably, thought they 
were. The big trade deficit and high 
British unemployment tend to feed pro- 
tectionist sentiment in Britain, she told in- 
scrutable Japanese Prime Minister Zenko 
Suzuki, and protectionism could no longer 
be checked “unless Japan opened its mar- 
ket wider.” Only 24 Japanese companies 
have made direct investments in Britain, 
she said, creating 7,000 jobs, which is not 
much of a dent in the current 3.3 million 
out of work. 


merican firms, on the other hand, 

havelmade 1,000'investments, and West 
Germans 180. Japan imports, on average, 
only a.quarter the proportion of manufac- 
tured goods that other industrial countries 
do. "Your trading partners are watching 
the position closely. You will understand 
if I say that we are bound to judge by re- 
sults," the prime minister added, in her 


best this-hurts-me-more-than-it-does-you 
tone. 

Translated from the French, this is the 
same chanson Francois Mitterrand was 
singing in Tokyo earlier this year. A de- 
cade ago, then British prime minister Ed- 
ward Heath tried to sell them Concorde, 
but the Japanese were doubtful that they 
could make money with it. This year the 
French president offered the Mirage and 
the Exocet. Then Thatcher was, according 
to the Japanese press, trying to unload the 
ВАе146 airliner and the Sea Harrier — 
which is just the job if you have small air- 
craft carriers and remote possessions 
threatened by bombastic Latin dictators 
(though Japan has, happily, neither). 

As to Japanese exports, Thatcher sin- 
gled out fork-lift trucks and numerically 
controlled machine tools as items the Ja- 
panese are selling too much, too soon and 
far too cheap. This is well-worn stuff, and 
goes, in my view, nowhere near the heart 
of the matter. Europeans, with the world’s 
biggest closed agricultural market, can 
hardly scold the Japanese about keeping 
out the butter and lamb chops they don’t 
want to eat anyway. As to manufacturers, 
what are we thinking about? The Japanese 
themselves already do a good, cheap 
motor-car, TV set and washing machine. 

They are simply not in the market for 
arms (the British and Americans told 
them not to be, remember, in 1945) and if 
they buy any foreign weapons they will be 
American, as Uncle Sam is defending 
them and Europe is not. Savile Row suits, 
French perfume, German guard-dogs? 
All are available in Tokyo — not in the 
supermarkets, of course, but are they any- 
where else? The Japanese seem to make 
just about everything they need them- 
selves, thanks. 

More interesting were Thatcher's politi- 
cal and economic views, as expounded in 
private to top Japanese business bosses, 
who turned up in. droves to hear her. 
While she was in office, she told them, she 
planned to turn the British Government 
into the world's smallest. As I (and the Ja- 
panese) understood her philosophy, it is 
not the business of governments to find 
people jobs, educate them, or transport 
them from point to point by air, rail or sea 
(not on non-military missions, anyway). 
All governments are supposed to do is to 
provide a climate in which a “healthy 
capitalism can flourish,” The enlightened 
efforts of everyone to get rich will, given 
time, bring us all to the shining city on the 
hill. 

And if they don't? Well, the Invisible 
Hand better known as hunger gets to 
work, the labourers reduce their wage de- 
mands to the point where they can once 
again compete on the world market and 
happy days are here again. The road to 
solvency may be rocky, of course — roc- 
kier for some than others — but enterprise 
must be rewarded, envy is sinful, life isn't 


“meant to be easy, ete., etc. 


This message, of state non-interven- 


OCTOBER 8, 1982 e FAR EASTERN ECONOMIC REVIEW 


































tion, or getting honourable government 
off voters’ unworthy backs, sounds odd in- 
deed in Japanese ears. It is true that 
Suzuki is trying to cut down government 
spending, not for ideological reasons, but 
because the Japanese Treasury in 10 years 
has run up a bigger national debt, propor- 
. tionately, than that of Britain and the 
United States combined and any Japanese 
politician who tries to raise taxes will be 
flung out on his fan by the indignant vot- 
ers. The bureaucracy which is left, how- 
ever, is the strongest in the non-com- 
munist world. 

For example the dreaded Miti, the 
Ministry of International Trade and In- 
dustry, which is actually the lineal descen- 
dant of the wartime олз Ministry, 
has its forceful HS m in just about every 
Japanese industrial pie. It puts the little 
“passed” sticker, for instance, on a Japan- 
ese camera. It sets targets for industrial 
production, amalgamates companies, or- 
ders obsolete machinery scrapped and 
promotes the gigantic bank financing of 
successful export firms like Sony. It is, for 
instance, deeply interested in the fork-lift 
and computer-controlled machine tool de- 
luge Thatcher was complaining about. 


hat is more, the dividing line between 
the Japanese state and private interests 
is a wavering, imprecise one, all but impossi- 
ble to map. Many Japanese “free enter- 
rises" — for instance, Nippon Steel — 
actually have bureaucrats from Miti sitting 
on their boards. So much, as they say, for 
Thatcher's notion of the government 
holding the ring while the healthy 
capitalists do their thing in the private sec- 
tor. 

Why does Japanese business so readily 
toe the government line? Partly because 
they would soon be out of business if they 
did not, but more important is an element 
I can only call, with some trepidation, 
moral. Some businessmen actually get 
poorer or fail to get wealthier because of 
a Miti directive, but they obey, often 
grudgingly, anyway. Not because they are 
Buddhists or Shintoists, but because they 
follow a religion, or moral code which is 
not capitalist or socialist, but a bit of both, 
better described as tribal, collectivist, Ja- 
panese, or looking out for, not No. 1 but 
No. 117,000,000, the current cohesive 
total of Japanese. 

The difficulty with Thatcher's economic 
remedies, from a Japanese viewpoint, is 
that they lack a moral basis. The problem 
is that the free market itself provides no 
moral basis whatever for social behaviour. 
There are, of course, large elements of 
non-economic energy in.all societies, and 
Britain is no exception. A certain South 
. American takes it into his head to use the 
British flag, a non-economic article if ever 
there was one, as a doormat, and in a trice 
the class war is stilled and debs join with 
dustmen in baying for Argie blood. The 
task force once safely home, asset-strip- 
pers sit back on their assets, militants plan 
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the overthrow of the whole rotten system, 
and the Invisible Hand resumes handing 
out redundancy notices. 

Japan is certainly a functioning democ- 
racy, of the tribalistic kind and, despite 
some unpleasantness in the past, Britain 
played a dominant role in Japan's moder- 
nisation and some Japanese at least are 
suitably aware of it. Japanese are not how- 
ever, converts to “healthy capitalism" and 
neither the prime minister's feminine 
charm nor her unemployment figures 
have made believers of them. The “Falk- 
lands spirit" has, in fact, come in for more 
attention, but in the economic, not the 
military field. To Japanese, every new 
market penetrated is a Goose Green. 

A couple of incidents during the prime 
minister's visit demonstrate, I think, that 
the Japanese challenge has got rather 
beyond the point of exhorting them to be 
decent chaps and play cricket, or else. The 
one-time research chemist is still deeply 
interested in technology, and at her re- 
quest the Thatchers visited the laboratory 
near Tokyo run, inevitably, by the all- 
powerful Miti, which busies itself with re- 
search into the various forms of industrial 
robots. “The party,” according to the Ja- 
panese report, "viewed a robot with three 
fingers that can move almost as freely as a 
man's." In a sudden, gracious gesture, the 
smiling prime minister shook the creature 
by its cold, all-too-visible hand. 
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The implications here are disquieting. __ 
The British labourers are, we know, sup- 
posed to see that their enlightened self-in- — 
terest should lead them to reduce their 
wage demands to internationally competi- 
tive levels. But robots neither drink beer, _ 
reproduce their kind nor go to football 
matches. Competing with real live Japan- — - 
ese is already tough enough, but compet = : 
ing with a machine, eerily clanking away — 
in an empty factory in Nagoya? Goose 
Green тау have been, in comparison, а _ 


Asa parting gift, orshot, at a grand din- % 
ner at the British Embassy in Tokyo, 
Thatchers presented Suzuki with a brand- 
new, British-made computer, the Sinclair — 
Spectrum. Its designer, Clive Sinclair, is ~ 
one of the cleverest electronic designers 
the world, excelling in just the area, turn- — 
ing a theoretical idea into a saleable pro- _ 
duct, that the Japanese have come to : 


Unfortunately, if you dismantle the 
Spectrum you will find inside а ZX80 chip, _ 
the heart of the gadget, marked: "Made in 
Japan." The moral: the Japanese have | 
now so insinuated themselves into the in- 
dustrial world, making vital bits like ball 
bearings and electronic components, 
they can afford to take an indulgent view _ 
of threats to drum them out, oreven;ifit — 
were possible, bar them from the human _ 
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—. By Patrick Smith 2 
i Singapore: There is perhaps only one re- 
sponse worse than mass protest for a gov- 
ernment seeking to direct the social be- 
haviour of its citizens: widespread indif- 
ference. Since policies with such ambi- 
. tions require a measure of public en- 
— — thusiasm for their success, apathy сап be 
— even more an indictment than active criti- 
. cism. Such, however, has been the unfor- 
tunate fate so far of Singapore's plans to 
. add Confucianist thought to its moral edu- 
` cation programme. 

Intellectuals, feminists, academics and 
some government officials have rejected 
the doctrine's relevance to a society as de- 
= veloped as Singapore's. They are mistrust- 
- - ful of the government's political intentions 

and pessimistic about the doctrine's ef- 
fects on an already docile community. 
Beyond this, those designing the pro- 
М gramme believe most of Singapore's 2.4 
. million people are simply uninterested. 
—— There is now a widely held belief that the 
Eme plans to teach Соп- 

ianism, introduced with much fanfare 
_ earlier this year, are not likely to have very 
- much impact. 
—— The government has long been preoccu- 
I рей with the moral education system of- 

-. fered in Singaporean schools, and the in- 

= troduction of Confucianist doctrine is only 
| the latest in a series of changes that date to 
| thelate 1950s. The Bible courses taught in 
~ . the years of British colonial administra- 
_ tion became ethics in 1959, when Singa- 
|. pore was granted internal self-govern- 
— ment. Ethics was changed to civics in 
——— 1967, but became “education for living" in 
— 1974. The emphasis in all these pro- 
- . grammes was on development of indi- 
- —. vwidual moral fibre capable of withstanding 
— . the challenges of a society rapidly moving 
—.— from traditional to contemporary values. 
\ Most recently the government has been 
introducing a secular syllabus for moral 
education designed by a visiting Jesuit 
scholar. Religious instruction is to be a 
= compulsory subject in conjunction with 
. this — in effect bringing the government 
approach full circle. Beginning in 1984, 
= secondary-school students will be re- 
Б m to choose among Bible studies, 
uddhism, Islam, Hinduism, world reli- 
gions and Confucianist thought for two 
_ years of study. 
. The government's increasing concern 
recently has been the encroachment of 
. what it views as undesirable Western 
values that have accompanied develop- 
ment according to the Western capitalist 
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| model. By the government's own account, 

` Singaporeans have become a nation of 
selfish, materialistic people, disinclined to 
defend their nation in threatening times. 
But there is some irony in this criticism. 
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Singapore's plans to teach Confucian values in schools 
have been greeted with scepticism and indifference 


Goh: moral qualities. 


The government's emphasis on compet- 
ition to bring out the best in its citizens has 
made worldly success the premier concern 
among Singaporeans. In addition, the 
values now opposed by the senior leader- 
ship here have taken hold in part because 
the government has sought since indepen- 
dence to make material well-being a sub- 
stitute for an active political life. The no- 
tion that Confucianist doctrine will 
strengthen the republic's moral fibre and 
contribute to a sense of national pride is 
believed to have originated with Prime 
Minister Lee Kuan Yew. But it has been. 
Deputy Prime Minister Goh Keng Swee 
who has been the project's driving force. 
Earlier this year he recruited scholars 
from abroad to design a syllabus for the 
teaching of Confucianism: 


A: Goh noted several years ago, “there 
must be an intellectual basis which will 
bind the various moral qualities we deem 
desirable into a consistent system of 
thought.” In this the attractions of Con- 
fucianist doctrine were obvious. The 
2,500-year-old system envisions a hierar- 
chical society in which men of superior 
moral and intellectual training rule with 
humanism and moderation in exchange 
for the obedience and loyalty of their sub- 
jects. Civil service is held to be a high 
ideal. Administrative stability, especially 
in an environment of internal and external 
chaos, was the desired result. 
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ча i is. 
self. Intended for a de- 
centralised agrarian society, for instance, 
the doctrine has long been viewed as inim- 
ical to economic progress, social change 
and creative thought. It has also been used 
as an instrument of political repression in 
Chinese societies attempting, as Singa- 






"pore is, to ward off aspects of Westernisa- 


tion. Such a heritage has not been greeted 
enthusiastically in a nation nominally de- 
voted to modern parliamentary democ- 
racy. 
To these standard objections has been 
added concern over the inferior place ac- 
corded to women in Confucian societies. 
One female among the visiting scholars 
— only one of whom is a Coüfucian 
specialist by training — sparked this de- 
bate recently by making the unfortunate 
observation: *By putting myself one step 
lower than my husband, I feel feminine." 
This has led some observers to wonder if 
the doctrine will be used to limit the po- 
tential social impact of the government's 
policy of encouraging women to enter the 
labour force. 

The government-sponsored debate on 
the subject, which was officially launched 
early this month, has so far been tame by 
comparison. The opening speech by Prof. 
Wu Teh Yau, one of the Goh-recruited 
scholars and chairman of the Committee 
on Confucian Ethics, was attended by 450 
representatives of government-controlled 
community organisations. 

For their part, the scholars on Wu's 
committee have been preparing cur- 
riculum proposals and policy guidelines 
without a great deal of concern for the 
level of public criticism, which has been 
higher than government officials had re- 
portedly anticipated. As Wu explained, 
most comment has focused on the practice 
of Confucianism since the Han Dynast 
(202 BC-AD 220), during and after whic 
the original ideas of Confucius, who died 
in 479 BC, were corrupted. The commit- 
tee is stressing the pre-Han qualities of 
Confucian thought, which include “а 
questioning spirit." That was later elimi- 
nated from the doctrine. 

Wu also emphasises the рге-Нап notion 
of reciprocal responsibilities between 
those ruling and those ruled, pointing out 
that.too little attention has thus far been 
given to what the government will owe а 
newly Confucianised electorate. “It re- 
mains to be seen how the government will 
be using the teaching," Wu notes. *But 
even if they try to use it to create a submis- 


sive people, they will not succeed.” 


The scholar's confidence in this stems 
from the fact that Singapore is *an open, 
English-educated society." But it is this 
same factor that leaves him pessimistic as 
to the success of the project. *People will 
not pay much attention to it, and its im- 
pact will not be felt for a very long time," 
he says. Why then, has Wu continued his 
work? “Even though it is impossible, we 
think it is worthwhile doing, and therefore 
we do it.” That, Wu adds, “is very Confu- 
cian." Пу; 
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› reported death of 
-Chinese gue rilla 


| the Grand Old. а when he. was 180 оп 


he eve of Pearl Harbour. He preferred. 


to speak Cantonese rather than Malay. 
me No. 1 party boss іп Perak 
оге he was 20. He always in- 
о his imperialist British allies in 
e war against the Japanese that 


ry and expe- | 


is Japanese 


ultimate objective is different" from 
yours — we will establish a Communist 


"republic in Malaya.” 


Chin Peng was a bom organiser ráther 


than a gun-totting terrorist; He planned, | P. 


; leg 
Ho Chi Minh himself, in Hongkong 
the 1930s. Loi Tek deserved a role i 
па adventure. He is said | 


ese ciis sb in the kill 


гапа the capture.of 70 


| they were holdi 


central committ 
And. after the war he came ini 
flict. with Chin. Peng by insi 
peaceful, not “specifically anti-Bri 
united-front policy for the party. 
tantly suspicious bi 


administered and fixed. He appealed to.) c 


the young. He had trusted contacts in 
jungle villages in. northern and central 
Malaya, who were never tempted by the 
huge reward for his. head. His wife 
shared his dangerous operations in the 
jungle. where she organised the women 
and was a first-class propagandist. They 
had ason and daughter, who lived with 
their grand-parents and would now be in 
their 20s (no one.seems to know what 
happened to them). 

Chin Peng exposed, with. genuine and 
bitter . sorrow, “the | unprecedented 
treachery of his predecessor as the first 
secretary-general of the Communist 





| сэт has been forced to madly its education system in an 
attempt to reduce the failure rate at the end of primary school 


; Singapore: The education system here 
long tradition of chop-and-change | 
policies, the latest of which is the introduc- 
‘tion of Confucianist and religious teach- 
` ings. This tradition hardly ended with the 
appointment of Dep rime. Minister 
Goh Keng Swee to the additi 


receive vocational or technical training or 
are. released: into. the labour force. after 
secondary school. Because of the very 


| high priority placed on bilingualism, those 
inthe monolingual stream leave. school 


after finishing primary education... 

-The NES was inspired by Goh's-expo- 
sure.to the very low levels of education he 
encountered among soldiers. The de- 


1 clared intention of the system was to re- 


pore "'ssch ) | 
New Educa tion a System NES) Ten now var 


| excel. In termsof resources, emphasis was | 


The prineipal feature of. the NES was 
troduction of streaming. into the 
grade- -advancement system. At, Primary 
Three level {aged nee students are clas- 
йе lingui 


duce high rates. of failure and eliminate 


educational wastage. Slow learners were 
to. be. allowed to. develop at. their own 
pace; achievers. меге to be allowed to 


placed on the latter group. 


In-mid-August the government reported 


the performance of the first classes to be 
streamed at the end of primary school. 
1980, be 


year, the go’ 
those classifie 








told mea ddr ago that he esci у 
Hongkong. to. Bangkok. Th 
ever, his dozen aliases, including 
Wright” for British contact “did 
save him from elimination. 
Chinese party members, duly adv 
Chin Peng: 

An. astonishing story. Sure 
Chinese party should now offer а su 
ble RIP tribute to.Chin Pengen if not 
OBE, 


tem’s high attrition rates to anythi 

the level Goh anticipated in 1979. 
Criticism levelled at the NES w 

was announced has not been allayed 

only: muffled. Most criti 

economic determinism at too 

and the advantage streaming impli 

early achievers — who naturally tend 

those from home 

ciety. Home life for st 

rupted by the severe pressure on 

pass. continual assessment 

tions. 


n effect...critics argu 
being deprived of t 
Teachers and rincipals 


was too highly centra 
tion Ministry; with lit 
paid to those who are ET 
for teaching and adininistering: 
schools, 

Various modifications have bee 
duced to deflect these criticisms. A 5 
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The ministry also instituted a schools 
council to improve communication be- 
tween policymakers and school adminis- 
trators and teachers. But many have ques- 
tioned the worth of debate within the 
council and interest on the part of teachers 
and principals has been declining. With 
the announcement of a persistentlv high 
failure rate two months ago, the ministry 
has proposed a nine-member executive 
council for each government school; five 
members of each council were to be ap- 
puse by the ministry to control school 

dgets and curricula. Predictably, per- 
haps, the proposal has been loudly re- 
jected. 


Educationists face a number of special 
problems, chief among them being the lin- 
guistic difficulties arising from the repub- 


ВІ to ensure that technical and vocational 





government is also vn 


training is in tune with employers' future 
needs. 

More broadly, in fact, the restructured 
education system reflects Sin apore's 
function in: t e global division of labour. 
Given Singapore's place in the global 
economy, it could be argued that it is the 
administration's job to produce the kind 
of workers capable of functioning in Singa- 
pore's particular economic environment. 
This will inevitably mean partially deflect- 
ing the rising educational expectations of 
many Singaporeans. Perhaps the teaching 
of Confucianist doctrine, with its em- 
phasis on a strictly defined stratification of 
society will help in this task. 

— PATRICK SMITH 





Axed out of Oxbridge 


Overseas enrolments in British жүгү. pod drop dramatically 


By K. Das 

London: In 1231 King Henry Ш of Eng- 
land exhorted the citizens of Cambridge: 
“You are aware that a multitude of scho- 
lars from divers parts, as well from this 


- side of the sea as from overseas, meets at 
. our town of Cambridge for study, which 


we hold a very gratifying and desirable 


_ thing, since no small benefit and glory ac- 


— crues therefrom to our whole realm. . . 





Unless you conduct yourselves with more 
restraint and moderation towards them . . . 
they will be driven by your exactions to 
leave your town and, abandoning their 
studies, leave the country, which we by no 


|. means desire." 


Seven-and-a-half centuries later, Bri- 
tain's Queen Elizabeth hardly needs re- 
peat that message — the post-1979 policies 
of her government under Prime Minister 
Margaret Thatcher have already discour- 
aged many foreign students from attend- 
ing British universities. Thatcher's mea- 
sures, which abolished all overseas stu- 
dent tuition fee subsidies, except for stu- 
dents from the European Community, 
have seriously affected places such as 
Hongkong, Singapore and Malaysia, 


— which send a large number of students 


abroad, particularly to British institutions 
of higher learning. While the sudden fees 
rise saved the British exchequer £100 mil- 
lion (US$172.41 million), the negative ef- 
fect on foreign enrolments in British uni- 


` versities has been dramatic. 


According to the London-based Over- 
seas Students Trust (OST) the 1980-81 en- 
rolment of foreign students in British uni- 


` versities was 73,000 — down from 84,000 a 


year earlier. It dropped by a further 
11,000 in 1981-82. The OST, which com- 
piled these figures from many sources, in- 
cluding the British Department of Educa- 
tion and Science (DES), projected that 


aas subsidies are cut, forcing fees to 


the figure for 1982-83 сой be as low as 
half the 1979-80 total. 

After the fee rise went into effect and — 
despite the reduced enrolments — Malay- 
sian students in Britain, for instance, re- 
portedly spent £70 million on fees and liv- 
ing expenses in 1980-81. Malaysia sends a 
large number of students abroad every 
year and because of the historical links be- 
tween the two countries, Britain has tradi- 
tionally got the largest share of them. 
Malaysians also form a sizable proportion 
of overseas students in British univer- 


sities: during 1980-81 there were 4,976. 


Malaysian undergraduates or 14.8476 of 
all overseas students. In the same year 
there were 11,937 Malaysians — 16.3% of 
the overseas total — throughout Britain's 
post-secondary institutions. 


Hs the Malaysian student influx 
into Britain began to dwindle after 
1979. In that ycar, for instance, 6,676 new 
Malaysian students arrived in Britain 
while the United States issued 1,354 stu- 
dent visas that year to Malaysians. In 1980 
the comparative figures were 4,505 and 
2,390 respectively. In 1981, the figures 
changed to 3,600 for Britain and 3,814 for 
the US. The British figures for this year 
are not yet known, but in the period to 
August the US Embassy in Kuala Lumpur 
had issued 5,342 student visas, nearly four 
times the figure for 1979. 

The number of students from Hong- 
kong in Britain in 1979 was 4,648, but this 
dropped sharply to 2,688 in 1980 and 
dropped further, to 2,159 in 1981. At the 
same time, the number of Hongkong stu- 
dents going elsewhere overseas for further 
education increased. In 1978-79, the total 
leaving for education in the major centres 
— the US, Canada and Australia — was 


5,154, with 2,560 of them going to the US 
and 2,155 to Canada. The following year, 
2,765 left for the US and 3,589 for 
Canada. And in 1980-81, though the US 
figure was down to 2,012, as many as 4,803 
left for Canada. 

In DA the drop has not been so 
dramatic, but the numbers were smaller 
anyway. In the 1978-79 school year, 2,002 
Singapore higher-education students were 
in Britain. In 1979-80 it was down to 2,074 
and in 1980-81 to 1,725. However, it was 
reported in August that the Australian 
High Commission in Singapore had re- 
ceived some 4,000 applications for student 
visas to Australia in the year up to then — 
twice as many as in the previous year. 
Much lower costs in Australia as com- 
pared to Britain were given as the reason. 

The OST, in cooperation with the DES 
and the Foreign Office, published a report 
in May on the policy on fees for foreign 
students. Martin Keynon, the director of 
the OST, told the REVIEW that there was 
no question of going back:to the free- 
wheeling days of an open-ended subsidy 
for foreign students, a point also made in 
the report. The report, however, called 
for a partial direct subsidy plus a diversion 
of some funds from the aid budgets of 
other departments. 

The government's response to the OST 
report was revealed by Foreign Secretary 
Francis Pym who said in a written reply to 
a parliamentary question: “It contains a 
number of recommendations which the 
government will consider seriously, 
though as the trust was advised when it 
embarked on its work, no new money can 
be made available." 

Even as the government remains imper- 
vious to the falling enrolments, British 
educational institutions have sent mis- 
sions abroad on what can only be seen as 
recruitment exercises. One, from the Lon- 
don School of Economics, was in Hong- 
kong last week. Cambridge has launched a 
scholarship fund for Malaysians solicited 
from British businessmen and residents in 
Malaysia. The LSE has started a similar 
fund of £2 million. 
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”Pve put you on Sabena” 


It's the easy way to 34 key cities in Europe 


As experienced travellers know well, Brussels 
is ideally situated for easy connections 
throughout Europe. It's also one of the world's 
most compact, least stressful major airports. 
There's even a special transit lounge for first 
class passengers. And since Sabena, unlike 
most other airlines, still offers first class on 
European as well as intercontinental flights 
you can enjoy the superior service and com- 
fort of flying first class with Sabena all the way 
to a choice of 34 European and 5 North 
American cities. 

Sabena flies to 76 destinations on 4 conti- 
nents. 

Your travel agent or 
nearest Sabena office 
has all the details. 














IMPACT-FCB Belgium SMM/019 


In an extraordinary city 
Mandarin International offers 
a great hotel. 





The Manila Mandarin 


For reservations at The Manila Mandarin please call: the nearest office of 
HRI, The Leading Hotels of the World, your travel agent, the hotel direct 
at 857811, telex 63756, any other Mandarin International hotel, 
or any British Airways Office worldwide 


Hong Kong: The Mandarin. The Excelsior. The Royal Garden. Bangkok: The Oriental 
The Royal Orchid. Manila: The Mandarin. Jakarta: The Mandarin 
Vancouver: The Mandarin (1983). Macau: The Excelsior (1984). Singapore: The Oriental (1985) 
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WWF Kojo Tanaka BCL 


The 
Giant Panda 
needs your help 
to survive 


OE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 
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The manager of our North 
America network, Bernard Haizet 
and his team: Adrien Phares in New 
York City, Walter Altorfer in Chicago, 
Robert S.Wilson in Los Angeles, Rawi 
Tabbah in Houston, Michael Nicolai 
in Montreal, know what an opportu- 
nity means! 





Its past record and its commit- 
ment to service clearly demonstrate that 
Banque Indosuez is determined to be a 
real partner for its corporate clients. 

A specialist of international busi- 
ness, its network operates in more than 
50 countries to serve the international 
needs of its clients. 





A rapid growth of the network and 


the opening of new offices in the US., 


put the bank officers in the country in 


a position to bring the best opportuni- 


ties in New York and North America to 
companies all over the world. 

Similarly to the flexibility of its in- 
ternational network, and the ability of its 
managers to communicate rapidly bet- 


ween themselves, Banque Indosuez 
brings the best opportunities of far-away 
markets to American companies. 

Especially in new markets, such 
as the Middle and Far Eastern countries, 
where Banque Indosuez has been long 
and deeply established. 

Banque Indosuez, a world of op- 
portunities. 


BANQUE INDOSUEZ 


The opportunity minded bank. 


Banque Indosuez head office: 96 boulevard Haussmann. 75008 Paris France. 





| Е. A = É А NCED ENGINEERING 
GETS OFF TO A GREAT START.. 


AND A ONE-TWO FINISH! 
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Each year, there are only a handful of events that count 
toward both the prestigious World Championship of Rally Drivers 
and the Manufacturers’ World Championship. This year's Motogard 
Rally in New Zealand was one. Thus it attracted and tested not only 
the world's best rally drivers and navigators, but also the best 
designs and engineering of the world's leading car makers. 


2 | * Toyota entered two new Celicas in the rugged 
Motogard Rally. After more than 2,220 km of fierce competition. 
Through day and night. Over paved highways, gravel roads, and icy 
forest paths... Only 31 out of a starting field of 64 cars were still 
running at the finish. Toyota’s two Celicas were first and second! 


| * Not every entry in the Motogard stood a chance for 
overall victory, but of those that did, virtually all were “works” 
prepared and entered like Toyota's specially modified Celicas. But 
unlike any of the others, Toyota's new Celicas were making their 
official debut in World Championship Rally competition. 


F ` 
5 


АМ | ' You can experience advanced engineering and rugged 
dependability in every Toyota... including the Corolla. Economy and 
long lasting performance are why Corolla is the world’s best selling 
car. For winning performance you can count on, start by checking out 
all the new Toyotas today. See for yourself how the facts come alive 
when you drive Toyota. 








Astronaut White is shown performing 
his spectacular space feat during the 
third orbit of the Gemini-Titan 4 flight. 





Pioneer 


hen Edward White II became the first 

American astronaut to walk in space 
during the Gemini-Titan 4 mission, he 
showed the qualities needed for successful 
exploration. Leadership. Resourcefulness. 
And daring. 

These same qualities are also the key 
to success in international business, where 
the search is always on for new routes to 
finance investment and new ways to meet 
market needs around the world. 

The HongkongBank group, an inter- 
national team, has more than a century’s 
experience of opening up new territories, 
and helping its customers develop 
opportunities in international trade and 
investment. 

Intimate knowledge of many markets, 
coupled with an unrivalled communications 
network, gives HongkongBank the edge in 
responding to customer needs effectively and 
speedily. At both local and international 
levels. 

With more than 900 offices in 53 
countries, concentrated in Asia, the Middle 
East, Europe and the Americas, 
HongkongBank gives you access to a range 
of financial services which will not only help 
you to explore, but, more importantly, to 
succeed. 

Talk to us today. 


HongkongBank 


The Hongkong and Shanghai Banking Corporation 
Marine Midland Bank « Hongkong Bank of 
Canada « The British Bank of the Middle East 
Hang Seng Bank Limited • Wardley Limited 
Antony Gibbs & Sons Limited 
Mercantile Bank Limited 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1981 EXCEED US$53 BILLION 


In Singapore, 
stay with friends. 


If you're travelling to Singapore, stay with your friends at 
Holiday Inn. 

At the hub of Singapore's entertainment and shopping 
district, and only a 40-minute drive from the international 
airport, we're just where you want us to be. 

With 600 luxurious guest rooms, each with all the modern 
facilities you would expect from a first-class Asian hotel, we'll 
make you really comfortable. 

And with Western and Asian restaurants, lively bars, a 
rooftop swimming pool, a comprehensive meetings complex and 
a full range of guest services, we'll make your stay in Singapore 
a delightful experience you won't forget. 

We'll make you smile in everything we do — in Singapore. 





25 Scotts Road, Republic of Singapore 0922. 

Tel: 7377966. Telex: RS 21818. 

Holidex No: SINSN-15789B. Cable: HOLIDAYINN. 
For further information and reservations, contact 
your nearest Holiday Inn or Holiday Inn International 
sales office. 


Barr 








WE ASKED THE 
QUESTIONS SO 
THAT YOU 
COULD HAVE 
THE ANSWERS 
ABOUT 
ASINS TOP 
MANAGEMENT 


According to the latest available data from World 
Bank Atlas, The ASEAN countries (Indonesia, 
Malaysia, Philippines, Singapore and Thailand) and 
Hong Kong have an estimated 240 million people. 
The area's gross national product (GNP) approaches 
(US) $100 billion and is growing at a rate of nearly 
556 per year. Whereas total GNP is greater than 22 
of the 29 countries in Europe, every country in 
Africa, all other Asian countries expect Japan and 
The People's Republic of China, and every country 
in North or South America with the exception of the 
U.S., Canada and Brazil; it is the area's growth rate 
that is most revealing 


During the latest measurable period (1970-1975) 
ASEAN & Hong Kong posted an annual per capita 
growth rate that exceeded Japan, The USSR, West 
Germany, The United Kingdom, France, Italy and 
United States —the greatest economic powers in 
the world. This is clearly an area on the move. 
Although ASEAN & Hong Kong are still "developing 
in many areas, they are rapidly taking their place 
along side the economic super powers. 


* Whois managing business activity in ASEAN & 
Kong? 

* Where does he work? How large is his company? 

What are his responsibilities? What decisions does 

he make? 

* How does he foresee business for his company? 

* Whatare his personal statistics? 

* Which English4anguage publications does he 
read? What does he think of them? 


These, and other, questions are answered by this 
survey which was sponsored by The Far Eastern 
Economic Review and conducted by the indepen- 
dent research firms of Erdos & Morgan, Inc., and 
Business International, Corp 











































For your copy of the Asian Executive Study 
write on your company letterhead to: 


MR C. H. STOLBACH 
Publisher 
Far Eastern Economic Review 
GPO Box 160 
Hong Kong 
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John Haig & Co Ltd, 


MARKINCH-SCOTLAND 


си, ‘economies: Australia and As , el ty concept. © . 
munity Asi World | South American Pacific litt € | A few months prior to the: 
well endowed with natural resources in- meaning д a similar confer псе W 
cluding energy. Most of the developing | 
countries of the area — with the e 
of the smaller Pacific island states - 
alréady established sound manufa P chaps not ‘unexpectedly gi 
sectors. ^ | background of the: eda its 
Asa purely económic entit he Paci і : 
community is already viable even . linkage between tra 
greater progress be made through expand- | area (which to 
|f 1 ing and formalising political dialogue? | ii Asi si 
soft fi inancing as- «| Evidently many people think so. To date, | of th попи: concept oft 
by the D however, most of the impetus for discus- to the great diversity of th 
sion has come from academics and ea: ; 
businessmen (the latter group having al- 
ready founded organisations to help 
achieve their goal). "Politicians апа 
| bureaucrats, when not remaining totally 
ambivalent, have generally been less than | take root it will: require both or 
| enthusiastic about the concept. (The late | on the means of overcoming the p 
Japanese prime minister Masayoshi Ohira | it faces and a visionary political leade: 
was а noticeable exception to this norm.) | willing to shape national policies ac 
dr Regionalism in a formal sense can take |. ingly, Unfortunately this volume co 
'approachto deve- | many forms and thinking on this is clearly | little by way of stimulating though 
ates апа арап аге |-still at an embryonic stage. Possibly the | more vexing issues are dealt with o 
most interesting ideas to emerge so far as | sorily or not at all. 


POLICIES - 


: | ough a glass darkly | 
China’s New. Development Strategy edited by Jack Gray 
"and. Gordon White., Academic Pross: (London): £12.20 , 


» (US$25. 50). 


IT is perhaps inevitable that a collection of essays should be uneven. 
< The: collective aim: isthe description and evaluation of current 
‘policies, and. the approaches vary — some concentrate on recent 
,events, others search for roots or references in earlier periods. 
. Two articles, in particular, are extremely good: John Gardner's 
often funny description of educational policy and Andrew Watson's 
informative exposition of the management of the industrial economy 
‘which, in contrast with many tentative hedgings elsewhere, has a neat 
Ss conclusion. Both these writers deal with current events while Peter 
Nolan, Gordon: White and Jack Gray, "writing on rural policies, 
Suggest that in such fields the Cultural Revolution was more hot air 
4 than activity and thus that current policies may not be as ibrastically 
+ different as they appear. 
` , Neville Maxwell's article stands rather apart from the others for he 
í ofthe Cultural Revolution, the truce in the 
iss struggle and the lowering of the red flag at Dazhai. Other con- 
butors may hint at personal opinions but in Maxwell's case they - 
form the entire argument. He decries the attack on Dazhai's figures 
which he suggests may be a second-time-round frame-up) and uses 
production figures for the Cultural Revolution (no source cited) to 4 
demonstrate that production rose steadily throughout. 3 
One has to admire his constancy but might fear that he confuses is- 
sues. Arguing about the Cultural Revolution on the basis of figures is 
not likely to get anyone very far; when arguing about whether current 
policies are correct, he takes more-of a moral than a : 
tion: Although his essay is: 
bitterness and disappointment, it has a place for i 
current: ji ough Maxwell does 
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arkets were already edgy about the | 


с йс precise comparison is difficult 


‘because of the volatility of exchange rates, 
Hongkong's 
mance has been significantly worse than. 
South Korea's; and somewhat worse than. 
those of Taiwan and Singapore: It is аіѕо | 


domestic-expo perfor- 


weak on a global basis. Hongkong usually 


- | expects to expand exports by about dou- 


| official forecast for growth in 
oss domestic product for 1982 to 496 
he 8% given in his February budget. 
s contrasts with 11%.in 1981. . 
mridge did not refer directly to local 
itters. Ви. ће took a justifiably 
view of the world scene: he be- 
at “only the achievements of a 
il of able and resolute central ban- 
d ministers have. sustained the in- 
nal credit structure.” 
ws of sharply lower GDP. growth 
kong could hardly have come asa 
0 those who have been keeping 


“on the trade figures. Three - 


ago Bremridge had informally cut 
0.6% — and had been criti- 

hese pages for being too optimis- 
[no new target may be a 
relies very heavily 

and being under- 


nridge rhe that the performance 
economy was still good in relation to 
other economies, Most countries in 


s, many to below 
496 grow! would 
he two years — 1974 
«recession. Further " ‹ 
suffering the same E асл 








ble the rate of growth of GDP in countries | 


of the Organisation for Economic Coope- 
ration and Development. But the OECD 
is still expecting a little growth — 0.4% — 
this year while Hongkong is showing ап 
actual decline in trade. The last time 
domestic exports declined — in 1974 — 


the fall was in line with OECD uar 


mance, 


E» to the United States this year | 
have in fact held up despite the decline 
їп American GDP, probably because the 
strength of the US dollar has given all im-. 
ports a competitive edge. But elsewhere 


s of лз fluctuation, 

| ; for the. year so far is 
close 10 last year's 87.1, which was 596 
below the 1980 level. During thís period, 
Hongkong. srate of inflation has been per- 


sumer-price in ) 
to 11% from 15% а Augus 
likely to continue to fall, it re 
international standards. E 
Improvements. in manufacturing pro- - 
ductivity: have been significant but proba- 
bly not enough. to accommodate both a 
stable currency. and two years o 
nual wage-rate increases.‘ Manuf: 


wages in real terms are now abou 


BACK TO BASICS 


GDP expenditure forecast, 1982 


(HK$ billion). 


Private consumption 
expenditure ` 
Government consumption | 
expenditure 
Gross domestic fixed 
¿> capital formation 
Total exports; 
Domestic exports 
| ^ Re-exports 
Imports 
Exports less imports 
of services 
Gross domestic product 
“Per capita GDP(HK$) 
Total final demand 
^ Retained imports 
г Domestic demand 


: “Note: Includes estimate ot i imports of goid for indus 


Source: Hongkong Government. 
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Manufacturing weakness has not so far 
produced a significant rise in unemploy- 
ment. Official figures for September will 
probably add an increase of only about 
one percentage point to the 3.6% of a year 
ago. But, probably, a significantly larger 
rise has been disguised by a sharp fall in 
the workforce-participation rate from 
66.8% to 64.7% between March 1981 and 
1982. Further, many industries have been 
working shorter hours. 

If there is a strong case for a weaker cur- 
rency, it is not one made by the overall 
trade balance. The visible deficit for the 
first eight months of the year was only 
HK$10.8 billion (US$1.76 billion), 
against HK$17.1 billion for the whole of 
1981. The gap represents only 12% of im- 
ports compared with 14% for the same 
period a year ago. Two reasons stand out 
for this: an improvement in the terms of 
trade of between 1-295 and a sharp fall in 
imports of plant and machinery. For the 
year overall, Bremridge forecast spending 
on this GDP heading to fall 5% in real 
terms. Overall he forecast a 3% decline in 
total real imports for 1982, against a 196 
fall for total exports. The re-export busi- 
ness will be static. Although tourist arri- 
vals have been buoyant, the stagnation in 
entrepot trade — and probably slower 
growth in banking and financial services 





current account. Manufacturers. would 
not be unhappy. The sharp fall in plant 
and equipment imports by the private sec- 


It all points tő very difficult budget- 
making for 1983-84. Bremridge did not 
project that far. But simple eus 


tor does not augur well for the future of&| suggests that even if govérnment s nding 
the manufacturing sector. It is taking pcan be held to zero growth in real térms, а 


much of the burden of the downturn with 
sharply lower profits. Рё опа! incomes, 
on the other hand, are still growing, albeit 
slowly — sufficiently for Bremridge to 
forecast a 3% growth in real consumer 
spending. Private-sector building has slac- 


'kened, with growth of only 2% expected 


against an original 8%. It still remains on 
quite a high plateau 

The biggest stimulus to the economy is 
coming from the government in a splurge 
of unintended counter-cyclical spending. 
Government consumption outlays are 
growing at 7%, as originally targeted but 
again raising its share of output. Public- 
sector construction is set to rise 27% — 
against an Original 24% — and plant and 


‘machinery by 30%. The problem for the 


government is that its fiscal surplus has 
virtually been wiped out. Against a plan- 
ned surplus of HK$4.9 billion, Bremridge 


'now says he would be relieved to break 


even. Expenditure is already estimated at 
HK$2 billion over budget and unofficial 


forecasts suggest that land revenues will | 
be at least HK$2 billion short of the | 


targeted HK$12 billion. 


Manufacturing: equipment imports down; imports: expected to fall. 





— imply that net receipts from services 
will fall slightly in real terms, though in 
current dollars they are now forecast to 
rise by 7% to HK$9.3 billion. 


Bis did not say so, but it is quite 
likely that political considerations 
could cause the exchange rate index to 
move in a direction opposite to that indicat- 
ed by the current account. Last year, heavy 
capital inflows — both direct and through 
the financial sector — kept the currency 
quite stable despite a worrvingly high trade 
deficit. Now an outflow of capital is likely 
to more the offset the improvement to the 
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Even before the political concerns 
raised their heads, land sales were show- 
ing marked weakness in the face of over- 
supply of completed premises in almost all 
categories. Now there could well be a very 
serious hiatus. Land sales account for 30% 
of revenues. Corporate earnings growth is 
slowing sharply, too, as a result of the 
weak property market — though the im- 


pact on revenues will be delayed. Many | 


things could happen between now and à 
year hence, but a sharp revival in land 
prices is among the least likely even if the 
government (contrary to promises) cuts 
back on the new supply. 











‘substantial overall deficit.is likely. Brem- 


ridge noted that land was still expensive by 
world standards and that the fall in prop- 
erty values was good for prospective 
buyers. However, he argued that too pro- 
longed а fall would have undesirable re- 
percussions on the long-term supply of 
new property. It might more easily be ar- 
gued that a sharper fall — at least of resi- 
dential values — is needed to return prices 
to levels at which pent-up demand can be 
more effectively released, thereby ensur- 
ing a continuing market for new develop- 
ments. Private-sector building could well 
nosedive next year owing to poor sales and 
a massive inventory build-up. If the public 
sector is static, exports absolutely must re- 
cover if the economy is to stay on anything 
like an even keel. 





T5 other factor influencing demand for 
property which Bremridge did not 
mention is the willingness of the financial 
sector to lend against land and property; 
Lending to this sector continues — loans 
from banks and deposit-taking companies 
for building and flat purchases rose 24% in 
the first six months. How- 
ever, the pace is slackening. 
Much of the recent increase 
represents drawdowns from 
earlier commitments, See- 
ing the massive oversupply 
and noting, perhaps be- 
latedly, the huge increases 
in gearing shown by some 
property companies, both 
bankers and borrowers are 
increasingly reluctant to 
take on new commitments. 

This reluctance seems 
likely to grow in the im- 
mediate future due to politi- 
cal uncertainties and the 
very severe problems that 
some big borrowers are hav- 
ing servicing existing loans 
secured on properties and 
shares whose value has de- 
clined sharply. Credit defla- 
tion will hit government re- 
venues very hard, just as 
credit inflation caused the 1977-81 fiscal 
boom. Bremridge said that banks and 
deposit-taking companies were being 
continuously and carefully monitored 
with an eye to the property situation. “The 
position, is. satisfactory," he said. How- 
ever, he warned of “major financial 
shocks arising unpredictably from bank- 
ing, political or military events" elsewhere 
їп the world. Hongkong's general 
economic situation is, under all the cir- 
cumstances, still reasonably comfortable, 
But the events of the past week have 
shown that the financial markets are not 
immune from trauma. 
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Product-development strategies evolved by Kawasaki Steel 
typify the Japanese industry's response to a global slump 


By Mike Tharp 
Tokyo: As the world steel industry.slides 
into its worst slump in a decade, Kawasaki 


‘Steel Corp. — Japan's fourth-largest 


steelmaker — has evolved, in common 
with the rest of the industry, several 


' strategies to cope with recession. The pro- 


blem is essentially one of trying to make 


- money at a relatively low rate of operation. 


The approach is to improve existing 


_ products and processes while reducing 





- March 31 at 103.5 million tonnes, fraction- : 


production costs. “The kind of slump we 
are now enduring means we cannot expect 
to have continuing growth in production 


- and tonnage shipments," Kawasaki presi- 


dent Yasuhiro Yagi told the REVIEW. 
“We are steadily moving in the direction 
of broadening and upgrading our product 
lines and widening our company’s en- 
gineering and consulting services in order 


to keep growing.” 


Sluggish demand worldwide has forced 
Japanese steelmakers to lower their origi- 
nal forecasts for fiscal 1982 raw-steel pro- 


— duction. Early in 1982, they estimated 


production for the fiscal year ending next 


ally above the 103 million tonnes pro- 
duced the previous year. Now, following 
output of only about 51 miflion tonnes in 
the first half of the period, an even lower 
second-half projection would bring the Ja- 


| panese industry's total to about 97 million 
- tonnes. That would be the lowest level 


since 1971's 88 million tonnes. With total 
Japanese capacity estimated at 142 million 
tonnes, it is clear that the industry is 
operating far below peak capability. 
Kawasaki Steel's own capacity is 19.4 


- million tonnes and company officials re- 


cently projected this fiscal year's produc- 
tion at around 10.8 million tonnes, or an 
Operating rate of 53%. Yagi observed that 


in the domestic market, public works ex- 


penditures have been cut back, housing 
starts have dropped sharply and demand 
from the automotive and electrical- 


appliance industries has tapered off. 


Tubular-goods demand from oil produc- 
ers has also slowed. 

As a result, Japanese steel mills have 
taken some unprecedented (for them) 
steps. Nippon Steel Corp., the world's 
largest private steel firm, plans to shut 
down two of its 25 blast furnaces this 
month (15 are now operating) in order to 
curtail production. Kawasaki is closing 
down one of its three blast furnaces at the 
Chiba works ahead of schedule. Most Ja- 
panese blast furnaces need relining every 
seven or eight years, but the No. 2 furnace 
at Chiba will be shut down one or two 
years ahead. If blast furnaces are operated 
consistently at a lower rate than normal, it 
hastens their deterioration. 

Steel companies are also likely. to re- 


duce capital spending, at least from their 
original projections. Kawasaki orginally 
planned. to spend #130-140 billion 
(US$485-522 million) this fiscal year on 
plant and equipment. Recently, however, 
senior corporate planners decided such 
spending will be scaled back to the ¥110- 
100 billion range next fiscal year and in 
subsequent years. During the present 
year, the company allocated ¥89.3 billion 
for plant and equipment spending. Much 
of the original capital-spending funds 
were to be funnelled into the expansion of 
the Chita works' seamless-pipe mill. This 
third-phase expansion would slightly raise 
capacity to 9.1 million tonnes from 8.18 
million. Seamless pipe has been one of the 
industry's most successful products in re- 


cent years, and the Chita works project 
will produce a better grade of pipe used in 
drilling deeper oil and gas wells. The pipe 
will be able to withstand greater pressure, 
heat and corrosion than earlier output. In 
addition, Kawasaki will use some of its 
money to modernise two hot-strip mills at 
its Chiba works in order to make higher 
value-added steel products. 

“Technology in the steel industry ad- 
vances so rapidly that if you don't refur- 
bish early, you cannot incorporate all the 
technology available,” explained one 
steel-industry analyst. “If you wait too 
long, you may lose your competitive posi- 
tion — and follow in the steps of the Unit- 
ed States [steel] industry.” 


I: their efforts to reduce production 
costs, Japanese steelmakers are seeking 
technological breakthroughs in produc- 
tion processes while trying to fine-tune 
existing processes. Kawasaki's reputation 
for technological innovation within the in- 
dustry was recently bolstered when it set a 






^ "41 ‘ve 

е of continuous- 
action at its Mizushima - 
plant. (Continuous casting converts raw 
steel into semi-finished forms in an unbro- 
ken flow during the process. The tradi- 
tional primary-mill method involves sev- 
eral steps, such as stripping off steel ingot 
from moulds, reheating it and then form- 
ing it into semi-finished products. The 
older method is more costly and time-con- 
suming than continuous casting.) 

The Mizushima plant in July recorded a 
95% continuous-casting rate, compared 
with an average of 71% in Japan and 21% 
in the US. Steel experts estimate that a 1% 
increase in yield through continuous cast- 
ing saves about US$2 a tonne in produc- 
tion costs. Since the rate of such casting at 
Kawasaki's two main plants in Japan ap- 
proaches 91% , it means the company does 
not have to produce as much raw steel as 
in the past in order to achieve the same 
tonnage of finished products. 

Kawasaki exports about 44% of its an- 
nual output, and like other Japanese mills 
is looking at new contracts with China to 
help offset sluggish sales in other overseas 
markets. Japan's four major steel com- 
panies recently agreed with China to ex- 









port about 100,000 tonnes of seamless 
pipe to China in the second half of this 
year, roughly the same level as in the first 
half. Another 60,000 tonnes was added 
later to the second-half total. China 
seemed to be taking advantage of price 
cuts of up to 30-40% on seamless pipe in 
recent months. 

Yagi noted that Japanese suppliers are 
not in direct touch with end-users of steel 
products in China, but must deal with 
state buying agents. “If we could more 
freely exchange data with [the end-users}, 
we could deliver and produce finished 
steel products more fully tailored to their 
existing requirements,” he added. 

Nippon Kokan, Japan’s second-largest 
steel enterprise, and a Japanese consor- 
tium agreed in July to buy a controlling in- 
terest in Rough Steel Co., a Detroit-based 
subsidiary of Ford Motor Co. When the 
agreement is concluded, Nippon Kokan 
could become the first Japanese steel com- 
pany to produce steel in the US market. 
However, Yagi said Kawasaki has no such 
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inary items for 
Nippon Kokan and 
dustries [the top three 


ound ¥33 billion cah, aio 


; есїайу those from South Korea. 


cutives have asked the Japanese 


nment for official protection from 
ents to Japan. Kawasaki, however, 
much more moderate view of such 
ition. Yagi cites his company’s 
rnisation and refurbishing program- 


nd its shift to: higher: A] 


n E 
ome industry analysts say the outlook 
sales and profits in the second half is. 
ear, for several reason One i is that” 


China's... modernisation, 


secrecy 
agreement — one step short of a mini- 
_treaty rival ONE ON conventi ol 





modity purchases. - 
mentis the 1982 phase с 


‘dit arrangement а in 1979 


hence does not imply а further ЧУ - 
ing of economic relations between Chin 


il | and Japan. 
.. Suzuki was briefed by Chinese Premier 
Zhao Ziyang on China's industrial and ag- 


ricultural modernisation -programme to 
the year 2000, for which he affirmed his 


f | government's support. But. in his er [i 
мив Zhao, Sakurauchi explained that 


much as Japan would like to assist. in 
the . Japanese 
Government is. constrained by budgetary 
limitations and China should seek out the 


Japanese private sector as well as other: 
nations. 


This advice was said to have been made 
in the context of Japanese expectations 


that China would еск new aid in the near | 
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| have contracts with China, f 


plant exports. They have. taught not oy 
basic plant management but also specifi- 
cally. Japanese versions оѓ management .. 
processes such as quality control. 


' Semi-secret sabotage 


The Law of the Sea Treaty is nearly ready 
for signing but powerful opposition lingers 


B y Ted Morello 

New York: The United Nations Confer- 
ence on the Law of the Sea is heading for 
Jamaica — its final port of call in the de- 
cade-long search for an all-encompassing 
international treaty governing the world's 
oceans. But hopes of a global pact remain 


cas difficult to realise as ever. 


Any semblance of consensus was shat- 
tered last month by the signing in semi- 
of an "interim arrangements" 


. and epic 
чо play host. to 


| J. Alan Beesley 


: countries’ 





use: “navigation, fisheries, seabed mining, | 
maritime jurisdiction, environmental pro- 
tection and marine scientific. research, | 
Conference president Tommy Koh of Sin- 
gapore and drafting committee chairman 
Canada, who guided, 
the conference deliberations through the: 
final steps to text approval, were relieved 
at the outcome but disturbed by the four 
lative as well i other late- 


jections (Revi 
the US was one. 
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Suzuki: limited scope for aid. 





The ¥65 billion loan signed by 
Sakurauchi and Foreign Minister Huang 
Hua on September 27 carries a conces- 
sional interest rate of 3% a year with a re- 
payment period of 30 years (including a 
grace period of 10 years). The Y20 billion 
commodity portion of the loan is, in prin- 
ciple, unrestricted and can be used by 
China to buy Japanese goods and services 
for its general economic development. 

Much of the work of developing Sino- 
Japanese economic relations has fallen — 
at least on the Japanese side — on semi- 
public organisations such as the 
Nichukeizai Kyokai (Japan-China 


destinely as an underground newspaper, is 
aimed at safeguarding “investments made 
in exploration, research and other pioneer 
activities relating to the polymetallic 
nodules of the deep seabed." Neverthe- 
less, it emphasises that the agreement is 
"without prejudice" to any sea-law treaty 
signed by any of the parties. Furthermore, 
it provides that additional states may be 
invited to accede to the agreement, but 
only with the consent of the original four 
signatories. 


hile the interim agreement does not 

provide a competing, alternative 
mechanism for the mutual recognition of 
claims among the four, most conference 
delegates are convinced that it paves the 
way for a full-fledged mini-treaty that 
would. Indeed, some are convinced that, 
in the absence of overlapping claims, the 
September 2 accord has all the elements of 
a mini-treaty. 

In separate interviews with the 
REVIEW, Koh and Beesley pointed out 
that while the four-power agreement 
might avert disputes among its sig- 
natories, it would be of no use in resolving 
conflicts between the four and those who 
accede to the Law of the Sea Treaty. Or, 
as another convention advocate expressed 
it: “They [the four] will have lost access to 
the platform for dialogue and diplomacy 
and lost the benefits of a predictable, 
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Economic Cooperation Foundation), an 
incorporated body one-third capitalised 
by the Japanese Government and two- 
thirds by private companies. A week be- 
fore the visit of Suzuki and Sakurauchi, a 
mission led by Toshio Doko, chairman 
from 1974-80 of Keidanren, the Federa- 
tion of Economic Organisations, 
negotiated adjustments to Japanese im- 
ports of oil and coal from China. 

In the September agreement, which is a 
continuation of the Japan-China long- 
term trade agreement signed in 1978, 
China agreed to export to Japan 8-8.6 mil- 
lion tonnes of crude oil a year from 1983- 
85. China also agreed to export 4.5 million 
tonnes of coal in 1983, 6 million tonnes in 
1984 and 7-8 million tonnes in 1985. These 
figures are a scaled-down version of origi- 
nally sky-high estimates made in the hey- 
day of Chinese optimism about industrial 
development. 

Suzuki also told Zhao that Japan was in- 
terested in assisting development of 
China's non-ferrous metals resources. 
Additionally, Suzuki expressed Japan’s 
willingness to participate in the economic 
development of the San-he plateau, near 
the Soviet border. In these and other com- 
ments, Suzuki was said to be attempting to 
convey Japanese intentions to accommo- 
date Chinese policies and requirements. 
Sources in Tokyo say Sino-Japanese trade 
and investment activity is expected to re- 
main dampened by constrictions in 
China's modernisation programme. Al- 
though Japan is willing to offer technical 
and financial aid, the scope of such aid will 
be limited by Japan's slowing economic 
growth and budget deficits. 
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agreed rule of law.” More immediately 
the agreement has the potential of bring- 
ing the four into conflict with such 
technologically advanced rivals for seabed 
mineral riches as Canada, Australia and 
Japan. 

Another 11th-hour jolt was the Vene- 
zuelan Government's announcement at 
the opening of the three-day wind-up ses- 
sion that it was withdrawing its eight-year- 
old invitation to host the treaty's ceremo- 
nial signing. The reason is dissatisfaction 
with what Caracas considers unfavourable 
treaty provisions covering the delineation 
of the continental shelf that it shares with 
Colombia off oil-rich Lake Maracaibo. 

Fifty signatures are required to move 
the proceedings along to the next step. 
This is the convening of the preparatory 
commission charged with drafting regula- 
tions for seabed mining and laying the 
groundwork for the Seabed Authority. 
The authority, to be based in Kingston, 
Jamaica, is the agency through which the 
contracting states will organise and con- 
trol deep-seabed mining activities. Both 
Koh and Beesley predict that at least 50 
governments will sign by the end of the 
year, preparing the way for the prepara- 
tory commission to convene by early 
spring. The treaty comes into force when 
it is ratified by the legislative authorities of 
60 countries — a process expected to take 
up to five years. 
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The Furama side of the. Es 


* harbour is right in the heart of 


the Central business district, 
only steps away from 
international banks and 
corporations. 


The other side isn't. 


INTER? CONTINENTAL 
ON YOUR SIDE 


Hotel Furama Inter Continental, 

No.1 Connaught Road Central, Hong Kong. 
For reservations call: Hong Kong 5-255111 
Telex: 73081 FURAM HX Bangkok 2515764 

Manila 89 4040 Singapore 2202476 
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` The EEC is coy with nine exporters who 
have yet to reach a trade agreement 


By Malcolm Subhan 

Brussels: The uncertainty over textile 

exports to the European Economic Com- 
„munity has deepened. At the end of the 
-second round of negotiations on Sep- 
_ tember 27, nine exporters — seven Asian 


and two Latin American — were still un- 
E able to conclude an agreement. While in- 


۶ 


dications are that the two sides will go on 


- po means a certainty, since there are quar- 
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É to a third round of negotiations, this is by 


‘ters within the EEC which tend towards 
__ the view that further talks will be futile. 


At the end of the second round, the 


Eu Commission, negotiating under 


` a mandate from the EEC's Council of 


Ministers, said discussions with the nine 

` countries had been discontinued, not sus- 

pended or adjourned. Significantly, they 

were not described as having failed, as in 

August the commission's chief negotiator, 

Horst Krenzler, had threatened they 

might. Even so, he refused to give an as- 

-surance that negotiations would be re- 
sumed. 

` The reason is ostensibly legal. Only the 

- council can decide whether to resume 


- negotiations. The commission itself has 


asked that it be allowed to make one last 
attempt on the basis of an unchanged 
mandate to negotiate with the nine: Hong- 


- kong, South Korea, Macau, Indonesia, 


-Malaysia, the Philippines, Singapore, 
Argentina and Brazil. The fact is that 
events to date have left the EEC in a di- 
lemma. Although 18 out of a total of 27 
bilateral agreements were concluded by 
September 27, the hold-outs include three 
“dominant” suppliers — Hongkong, 
South Korea and Macau. Together they 
account for half the EEC's total imports 
from its so-called low-cost suppliers (a 
term which includes the East European 
and Mediterranean countries). 

While proposing а third round, the 
commission has indicated to the member 
states that its success cannot be assured. 
This may simply be an appeal to the more 
intransigent among them — notably 
France, Britain and, to a lesser extent, 
Italy — to show greater flexibility when 
assessing the results of individual negotia- 
tions. The agreement with India, reached 
here on the last day of the second round, 
shows the kind of concessions the commis- 
sion's negotiators have been making. For 
a number of items they agreed to larger 
quotas and considerably higher growth 
rates. The EEC was particularly generous 
over garments, but this was partly because 
handloom products are now included in 
the quotas. 

EEC and Indian negotiators also ex- 
changed letters containing agreed in- 
terpretations of the three clauses which 
allow the EEC to take unilateral action. 


(The clauses deal with surge, fraud and 
the basket extractor mechanism, under 
which the EEC can impose new quotas if 


imports exceed a given threshold.) The 


letters have the same legal force as the 


agreement itself. While their contents are 
secret, Indian sources have indicated that 
these “interpretative exchanges" will as- 
sure the country's exporters security of ac- 
cess. 


The community clearly hopes the four 


Asean countries will follow India's exam- 
ple. The Indian agreement, it has pointed 
out, "reflects the good relations based on 





Indonesian mill: agreement closer. 


the India-EEC cooperation agreement." 
As there is a similar cooperation agree- 
ment with Asean, community officials 
hope the four will be similarly inspired. 


y agreeing on the quotas to be introduc- 
ed from next January, the Indonesians 
have moved closer to an agreement. The 
inducement seems to have been attractive 
growth rates, in recognition of their status 
as newcomers. But Jakarta so far has re- 
jected the three controversial clauses. Sin- 
gapore was prepared to follow Indonesia's 
example but the community's negotiators 
were not as accommodating. They appa- 
rently felt they would lose the leverage the 
quotas give them over Singapore. 
Both Malaysia and the Philippines, on 
the other hand, were unwilling to 
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unity" 
states to divide the imports among them- 
selves on a more realistic basis. The fact is 
that the Philippines, like other exporting 
countries, has lost exports because of a 
too-rigid distribution of quotas among the 
member states. 

EEC negotiators have urged the latter 
to agree to transfers between themselves. 
They have submitted a fresh proposal, 
which would allow exporters to switch 5- 
10% of a given quota in order to take ac- _ 
count of changes in demand. But most 
EEC capitals are opposed to such trans- 
fers under pressure from their own textile 
industries. 

For the “dominant” suppliers the main 
point at issue is the EEC's demand for cut- 
backs of 10-12% in their quotas for five 
products regarded by the community as 
highly sensitive. However, Hongkong is 
alone in refusing even the principle of cut- 
backs. Both South Korea and Macau have 
made counter-proposals involving cut- 
backs of 5-7%. The former has insisted 
that there should be no reduction in its 
quotas taken globally. Macau, as the small- ° 
est of the dominants, has demanded more 
favourable treatment. 

The commission has warned the Coun- 
cil of Ministers that it will be extremely 
difficult to reach an agreement on the 
basis of the cutbacks it is seeking. It has 
suggested that the cutbacks be fixed pro- 
duct by product. Despite the uncertainty 
as to the outcome of the third round, com- 
munity sources privately are confident 
that all nine agreements will be concluded 
before the end of the year. They believe 
the influence of the trade, especially in the 
three dominant countries, will be decisive, 
as it has the most to lose. Importers, for 
example, will prefer to deal with the coun- 
tries which have concluded bilateral 
agreements with the EEC. 

The commission, not surprisingly, is 
keeping up its pressure on the hold-outs. 
It has recommended to the council that it 
approve the agreements initialled so far 
and undertake to implement them on a de 
facto basis from January 1, whether or not 
the community leaves the Multi-Fibre Ar- 
rangement (MFA ). 

This means the EEC would take restric- 
tive action unilaterally against the others. 
The legality of such action might be doubt- 
ful, but before the textiles surveillance 
body of the MFA or the General Agree- 
ment on Tariffs and Trade could take ac- 
tion the flow of imports would have been 
sharply reduced. The third round cannot 
take place before the end of October. This 
is because the council will not act on the 
commiíssion's recommendations before its 
meeting on October 26. 

The council may conclude, however, 
that further negotiations would serve no 
purpose and move on to the question of 
whether to confirm its earlier decision to 
leave the MFA. The French have argued 
that if the decision is to withdraw, it 
should be taken by November 1 so that un- 
ilateral measures restricting imports can 
be taken from January 1. i [г] 








When trading opportunities knock, the Geobankers 
have the banking network to open doors for you. 





With Manufacturers Hanover as your export/import 
bank, you can work with buyers and sellers anywhere 
in the world through safe, reliable and efficient banking 
channels. 

Call on the Geobankers, and you'll have access 
to one of the world's most extensive banking networks: 
over 100 Manufacturers Hanover offices, subsidiaries 
and affiliates in over 40 countries, plus nearly 5,000 
correspondent banks in the U.S. and more than 130 
other countries. 


When you're ready, we're ready. 

At Manufacturers Hanover, we have the systems 
in place to expedite processing of Letters of Credit. 
And we have the people, too, with specialized skills in 
processing required documents swiftly and accurately. 








Also, the international recognition of the 
Manufacturers Hanover name on your Letter of Credit 
helps assure acceptability and prompt servicing. 


Sorting out the possibilities. 


We offer a complete line of services for exporters 
and importers. We can arrange the type of financing 
that suits your needs best, advise you on available 
governmental programs and often get you the best 
rates for your spot and forward currency transactions. 

All are examples of Geobanking ®, the word that 
describes the worldwide banking activities of Manu- 
facturers Hanover, a major U.S. bank with $55 billion 
in assets. 

When trading opportunities knock, contact the 
Geobankers. And open doors. 


MANUFACTURERS HANOVER 
The banking source. Worldwide. 


Headquarters: 350 Park Avenue, New York. N.Y. 


In Asia and the Pacific Basin: Bangkok, Bombay, Hong Kong, Jakarta, Kuala Lumpur, Manila, Seoul, Singapore, Sydney, Taipei, Tokyo 


A total of over 100 Geobanking offices in more than 40 countries around the world 


Member FDIC 


Each and every BMW car represents a 
concept which is unique to BMW. A concept 
that combines high-quality engineering with 
compact and exclusive styling. 

Today, this philosophy of making cars 
better — rather than longer and wider — is 
regarded as the way all modern car manu- 
facturing should go. And it's a philosophy 
which is finding ever-increasing support 
from those who demand genuine quality, and 
who aren't concerned with mere ostentation. 

In fact, the unpretentious but exclusive 
styling of the new BMW 6-cylinder 5-Series 
is underlined by the cars' compact dimen- 
sions. Sheer size means little to the demand- 
ing buyer: true class and pedigree are what 
really count. 

The BMW 520i is an excellent example 





of BMW's concept of exclusive quality. It 
means that even in the 2-litre class you can 
now have all the performance, handling and 
efficiency of an in-line 6-cylinder BMW 
engine. And you also get the highest stand- 
ard of engineering technology, a compre- 
hensive passive safety system, carefully 
thought-out fittings, and an overall quality 
that encompasses every last detail. All pre- 
sented in a distinguished, unmistakable 
package. 

Nearly every motorist now realizes that 
buying a larger car doesn't necessarily give 
you added prestige. With the 520i you can 
now have in a compact form all the qualities 
demanded by the world's most discerning 
drivers. 

Usually, outstanding international cars 


are measured in just four dimensions: per- 
formance, handling, safety and price. In the 
new BMW 5-Series, the interaction of man 
and machine adds a fifth dimension: cha- 
racter. 


Model and equipment availability in the 
BMW international range may vary from 
country to country. 


Hong Kong: 
BMW Concessionaires (H.K.) Ltd., 63, Waterloo Road, 
G/F., Kowloon, Tel.: 3-7145271 

Indonesia: 
P.T. Tjahja Sakti Motor Corp. Jl. Cikini Raya No. 70, 
Jakarta Pusat, Tel.: 348203/321375 

Malaysia: 
BMW Concessionaires (M) Sdn. Bhd., Wisma MCA, 
Jalan Ampang, Kuala Lumpur, Tel.: 418555 


Singapore: 
Performance Motors Ltd., 475 Tanglin Halt Road, 
Singapore 0314, Tel.: 6387 88 

Brunei: 
Performance Company Ltd., No. 1 Bangunan Gadong 
Properties, P.O. Box 2394, Jalan Gadong Bandar 
Seri Begawan, Tel.: 20383 

Taiwan: 
Pan German Motors Ltd. 349, Tun Hua North Road, 
Taipei, R.O.C., Tel.: 7813101/7510173 

Thailand: 
Continental Auto Centre Co., Ltd., 6, Rong Muang Soi 
5 Rd., Bangkok 5, P.O. Box 5/120, Tel.: 214-2521-7 
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China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 19 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 
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rd An annual subscription to the 
КА ر‎ CHINA TRADE REPORT is an 
YP a5 investment that may well pay better 
= E. business dividends for your business 
e ( in China. 
A confidential monthly newsletter. 
Exclusive to subscribers. 


‘ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 


R1014CTR4M 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
REPORT. | enclose $ 
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Annual subscription rates 
HK$1,295 M/S$490 US$225 £125 A$215 i 
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Sent airmail anywhere in the world 
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Among finer things in life... 
Citizen belongs. 


Now you can enter the executive world of Citizen with a slim and elegant timepiece that 
measures moments with meticulous precision. 
Join the successful people who spend their interesting days and evenings with Citizen. 


Because, for them, the intelligent management of time is a way of life. 


+ CITIZEN 
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One foreign bank 


has a Chinese nickname 
that goes back over 
120 years. 


The Chinese characters stand for “Mai Jia Li" (Makalee) 


We've been known by this name in China since August 1858 
when we opened our first branch in Shanghai. 


No one knows for sure how the name originated, but some 
say it's the Chinese version of Mackellar, the name of 
our first manager in China. 


The Chartered Bank was the first foreign bank 
with branches in China and has a unique 
record in having maintained a 
continuous presence there. Today, our 
Shanghai Manager is John Brooks but 
the name Makalee lives on. 


We believe that we understand the way 
the Chinese system functions, and this expertise is a 
valuable resource for our customers in developing their 
business in China. 


Chinese management already has 
confidence in our financial skills and 
international reputation and we remain 
trusted bankers to Chinese institutions. 


Foreign trade finance is still a large part of 
our business. But we are very much involved 
in the finance of major projects. For example, recently the 

Standard Chartered Bank Group provided a substantial 
project finance loan for Guangdong Province. 


If you're a businessman engaged in this complex and highly 
challenging market, no bank is better equipped to 
help structure every kind of business, from 
compensation trade to equity joint-ventures. 


Contact us through our China Department in 
Hong Kong, or your nearest Chartered or 
Standard Chartered branch. 


The Chartered Bank 


A member of the Standard Chartered Bank Group. 


Your bankers for China. 


G.P.O. Вох 21, 4-4A Des Voeux Road, Central, Hong Kong 
Tei: 5-224011 Telex: 73230 CHABK HX 
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the dawn of the world, to the ends of the earth 


Great people to fly with 


PIA FLIES TO 57 DESTINATIONS ON 4 CONTINENTS: ABL DHABI, AMMAN, AMSTE 
DACCA. DUBAI, DOHA, DAR-ES-SALAAM. О! KHAN, FAISALABAD, FRANKFURT 
MULTAN, MUSCAT, NAIROBI, NAWABSHAH, NEW YORK. PANJGUR. PARIS. PASN 


BAGHDAD, BANGKOK, BAHRAIN, BEIJING. BOMBAY, CAIRO. CHITRAL. COLOMBO, COPENHAGEN, DAMASCUS, DHAHRAN, DELHI 
HYDERABAL ANBUL. JEDOAH. JIWANI, KARACHI, KUWAIT. KUALA LUMPUR, LAHORE. LONDON, MANILA, MOENJODARK 
QUETTA, RAWALPINDI, ROME. SAIDU SHARIF, SHARJAH, SINGAPORE SKAR: SUKKUR. TOKYO, TRIPOLI TURBAT 


















CAPABILITY xie Triesto 


navigate from their feeding grounds off the 
Brazilian coast to an eight kilometer strip of 
land, the Ascension Islands, 2,300 miles across 
the South Atlantic for annual breeding has long 
enthralled marine enthusiasts. 

A fine example of deep sea capability that 
we at Nedlloyd Lines must strive to emulate in 
our worldwide liner services. Accuracy, 
attention to detail and the commitment of 
Nedlloyd Lines people and over 80 vessels 
setting new standards of excellence in service 
to our clients. 


Our Capability — at your service. 


= Nedlloyd Lines 
ume Nedlloyd Lines. Houtlaan 21, 3016 DA Rotterdam 
in Tel: 177933 Telex: 24690 Telegrams: NEDSHIP 
A member of the Nedlloyd Group 
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By Paisal Sricharatchanya 
Rangoon: At a time when most coun- 
tries, capitalist or communist, are hard hit 
by global recession, socialist-ruled Burma 
— which has instituted a rigid policy of 
economic self-sufficiency over the past 20 
years with the slightest possible contact 
with the outside world — appears to be 
comfortably insulated from the slump. 

It is now clear that the socialist govern- 
ments paranoia towards the Western 
model of progress and development — 
which has brought much criticism from 
growth-oriented economists — is. finally 
paying off: Burma’s economic growth in 
real terms averaged nearly 7% a year over 
the past four years and the same pace is 
likely to be maintained in the foreseeable 
future. The current mini-boom — which 
undoubtedly represents one Of the best 
economic performances in the world 
today — has been achieved thanks largely 
to a massive infusion of bilateral and mul- 
tilateral concessional lending which began 
in the mid-1970s, together with a remark- 
ably successful agricultural revolution. 

Given firm indications that foreign con- 
cessional assistance will continue and with 
good potential for further strong growth in 
the agricultural sector, Burma will con- 
tinue to enjoy a high rate of economic 
growth — at least in the next few years. 
However, the country appears to be 
reaching a crucial turning point in its 
economic development pattern. The im- 
pressive achievements to date have 
brought with them a string of problems, 
highlighted by an increasingly serious 
debt-servicing headache and a severe oil 
shortage owing to substantial production 
shortfalls. 

To maintain the pace of growth in the 
medium and longer term, there is a pres- 
sing need for the long-ruling socialist re- 
gime to relax its xenophobic closed-door 
policy and open the country to foreign 
technology and capital to tap its rich but 
largely unexploited natural resources. 

But as long as veteran strongman Ne 
Win is alive, it is doubted that there will be 
any significant changes. Although he re- 
signed the presidency late last year sup- 
posedly to'pave the way for a smooth 
transfer of power, the 71-year-old 
helmsman, who continues to retain chair- 
manship of the ruling Burma Socialist 
Programme Party, still maintains a firm 
grip on Burma's destiny. “Since he took 
over the country in 1962, Ne Win has al- 
ways despised Western capitalistic influ- 
ence. Because he is such a dominant fig- 
ure, things won't change as long as he is 
around," commented one knowledgeable 
diplomat. 
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Burma shuns the world and beats the slump but now faces a dilemma 


The prize of isolation 


Ne Win is likely to stay on for some 
time, not being threatened by any serious 
health problem. But most observers here 
agree that after he goes, the new leader- 
ship could become more pragmatic. In the 
foreseeable future, however, the country, 
with its population of more than 35 mil- 
lion, will be caught on the horns of a grow- 
ing dilemma. At the grassroots level, the 
fruits of rapid growth in the recent past do 
not appear to have trickled down fully to 
the majority of the farm populace, which 
makes up 65-70% of the total population. 
Their basic amenities of food, shelter and 
clothing — the three guiding objectives of 
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Rangoon black market: vast range of goods. 





the socialist regime — have certainly im- 
proved but there has been little other ma- 
terial gain. 


Ur official regulations, farmers 
must sell a set amount of rice produc- 
tion to the state and are free to dispose of 
any surplus in the “shadow” economy, 
While official prices are very much below 
"shadow" levels, any increase in output 
does directly increase farm incomes and 
thus basic amenities. But because per 
capita income remains very low — and a 
large portion of the “shadow” profits goes 
to middlemen — there is little left over for 
much more than basics. TV reception, for 
example, is limited to Rangoon. 

With per capita income last year vari- 
ously estimated at US$170-180, Burma is 
the world’s 10th poorest country. Ironi- 
cally, though, its abundant fertile land, 


rich forest and water resources, petroleum 
and other mineral deposits make the 
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country potentially the richest in South- 1 


east Asia. 


Varying. degrees of wealth, instead, _ 


seem to be concentrated among a minori 


group of urban residents, small-time v 


ers and entrepreneurs who have thrived in | 
what has become a flourishing under- 


ground economy. The exact size of this 


shadow economy is difficult to gauge, but _ 
it has grown so large over the years thatit — 


now caters for a vast range of consumer _ 
needs, from smuggled cassette-players to | 
electrical products. from a state-run fac- _ 
tory and ordinary farm produce, The _ 


emerging trend is one of a widening dis- 
parity between the basically poor rural 
peasants and the new urban rich. The gov- 


‘ernment so far has made no conscious ef- 


fort to exert direct control. Even if it does, 
the sheer size of the shadow economy will 
render an effective crackdown virtually 


impossible — unless the authorities are | 


prepared to accept the consequences of 
upsetting what has now become part of the 
economic status quo. 


At the macro level, Burma's heavy re- 
liance on foreign loans to finance almost ` 


all its new investments has resulted in a 
mounting debt-servicing problem. From 
less than US$100 million in 1975 (shortly 
after the government launched a multi- 


faceted development programme follow- — - 


ing a prolonged period of economic stag- 
nation), bilateral and multilateral conces- 
sional loans and grants topped US$500 
million during fiscal 1981 (ended March 


1982), leaving a total external disbursed _ 


debt of US$1.8 billion. 
The external debt may be'small by inter- 
national standards, but looms large in 


Burma because of the country's narrow _ 


export base. The situation is aggravated 


because overall exports іп 1981-82 fell ` 


short of target, major agricultural exports _ 


such as rice netted lower foreign-exchange 
earnings owing to excessive supply in 


world markets, and the government set- _ 


tled two commercial syndicated loans 
amounting to US$40 million. The debt- 
service ratio climbed from about 25% of 
exports in fiscal 1980 to more than 30% 
the following year. 

The debt-service problem stems from 
an over-reliance on loan capital for invest- 
ments and the high proportion of funds 
needed to cover the non-concessional por- 


tion of external debt. About 20% of the — 


external debt has been the product of 
commercial loans and supplier. credits 
which require roughly 40% of Burma's 
current debt-servicing funds. Since last 
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foreign investment, not to 
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haps. more apart, Barings 


“petroleum sector has not kept - 
hi overall economic growth. Due. 


of technical problems which are 
i | ack of substantial 
n technology, crude oil: production 
ropped from a 1979-80 peak of 11. 
arrels to 10:1 million in 1980-81. I 
2. production dropped to less tha 


on and is expected to remain at this - 


evel this year. A sharp fall in the av 
“diesel fuel-has adversely affect 
levelopment projects in general and 
ultural sector in particular. 
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Desp 


qup to: maintain the 


ing inflow of g 
But how much 
open to questio: 


| been highly: selective in accepting ога 
aid and loans," said one donor-country 


diplomat. “The trend that there are more 
offers than Burma is prepared to take re- 
flects the international community's confi- 


dence in Burma's economie stability. But 
the country needs to open up more for pri- 
vate investment capital to help develop 
rich natural resources more vigorously." 
For the time being, Burma can look 
back оп the recent past with pride. Ac- 
cording to the Ministry of Planning and Fi- 


nance’s annual economic: report to the 


Pyithu Hluttaw in March, as well as inde- 
pendent studies Бу enibassies, the annual 
growth rate averaged 6.6%: over the third 
four-year plan ending March 1982, while 
inflation was kept at less than 395. The 
6:7% growth for 1981-82 was made possi- 
ble because of high growth rates in agricul- 


(15.8%). In contrast, Burma achieved 
only.a 5% growth rate under the second 
four-year plan (1974-78) with inflation av- 
eraging 15% a year. 

-And isolation helps: last year’s US$445 


million in exports represented just 7.5% 


the preliminarily projected US$5.9 bil- 
io gre ss | do 


seeds. 


tie: Saas at current | 


programmes grew to 
362 ships i in 1981- 


tal production. 
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: Te гешу sector 


contributed Significa tly to growth in 
oosted 

teak production 25% to SOL 000 cu. ton- - 
nes and hardwood produ on to 800,000 


hardwood exports accounted for more 
than 25% of total foreign-exchange earn- 
ings: The substantial in creases are the 
sult of mechanisation in three project 
areas in lower and upper Burma which 
have been financed by the World Bank 
and ADB since 1974. The timber corpora- 
tion is now making a significant effort 
upgrade milling and processing facilitie 
to boost exports of finished products. The 
World Bank is currently financing a wood 
industries project and has second one on 
the drawing board valued at US$50 mil- 
lion. 

Also benefiting froth new investment is 
the mining sector. ‘Tin and tungsten pro- 
duction rose 45% in 1981-82 with the com- 
pletion of a World Bank-financed tin- 
dredging project in the Heinze basin and 
rehabilitation’ of the Kanbauk mine. 
Silver, zine and lead production also rose 
about 30% following the successful reno- 
vation.of the Bawdwin mit 
the northern Shan state. Fo i 
in Burma’s history, sponge iron is being 
produced ; at anew plant in Maymyo. The 
mining: sector was projected to account for 
10% of exports during the last fiscal year. 

‘Burma's - index for. processing апа 
manufacturing goods has risen steadily 


i since 1974; when it dropped 10а low 
ture (9:276), forestry (13.1%) and mining | 


91: 8 (base year: 1970). During the past fis- 
cal year, the index reached 151.7. The 
index covers a. wide range: 
goods. from. foodstuff: 

hardware. Burma's 

facture: -blanke S 











Profits 
consolidated net profit 
-after taxation and minorities but 
before. extraordinary items for the 
six months ended 30th June 1982, 
amounted to. HK$543.0 million, an 
increase of 75% over the Same 
| period last year. Earnings per share 
improved by 16.0% 10.25. VM 


iut Future Growth 

v To-ensure strong future growth, 
several significant acquisitions have 
been made including Wi 34 5*5 of 
Hong Kong. Telephone Wi the las! 
., remaining;prime site in the central 
business district Wii 34.994 of 


—— 


Mandarin international Hotels 
Our five operational hotels continue: 
to trade well with operating profit 

up. 1996. Five others under 
development progress on schedule. 


Major Associates 

All our major associates show 
satisfactory growth Jardine. 
Matheson (42.8%-owned) ll Hong 
Kong Telephone (34.5% owned) ШШ 
Hongkong Electric (84.9% owned) 


` Half Year Results (unaudited) 
Sixmonths:January/June 


quisitions and Profit Growth 


W Maxim's Caterers (50% owned). 


Outlook | 
The Board is confident in the long: 
term future of Hong Kong. The © 
Group's income and contributions: 
from its associates will show overall 
growth in 1982. 3 


DK Newbigging. Chairman | 
Hong e 30th е ии 198; 





Operating profit 
Share of results of 
associated companies 





Group profit after taxation : 
Minority interests 


Group profit after taxation - 
and minority interests - 


Interim dividend - 
Earnings per share. 
Interim dividend per share _ 





HK$300.0M - 
25.46 
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33 "controlled price. 
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ven the importance of the under- 
nd economy, with its inflated prices, 
ral Rangoon residents interviewed by 
EVIEW openly cast doubts on the of- 

ly announced 0.3% negative inflation 
ast year. Some say the figure might 
een computed from officially con- 
ed prices rather than reflecting real 
els if the, black. market was in- 


withstanding the shadow economy, 


a's broader economic picture ap- | 


ars relatively stable. Gold and foreign- 
ge reserves jumped about 6076 
US$163.5 million in March 1979 to 
$259.5 million and US$265 million in 

h and September 1981, respectively. 

yite the poor export performance last 
year, the balance of payments continued 
show.a surplus of US$1.4 million thanks 
‘ly to concessional loans and grants, 

his represented a sharp decline 


e; US$185.4 million payments | 


plus in fiscal 1979. The international 
ide picture, however, is ryi 
‘ports rose a marginal 2% i in kyat te 

y 14% below the government 

a the US dollar ЫА bait 


s ut 29% 7 port 


pr 
h as 95%, crude-oil pro- - 


ropped about 12% from a high of 
‘million bartels in fiscal: 1979 (ende: 
March 1980) to an estimated less 
nillion barrels in fiscal 1981. Th 


ha: ome at a critical point in t 
“economic development: Over 


four years, gross domestic produ: ; 
grown at an impressive average rate of al- 


| most 7% yearly in real terms, stimulatin: 
a rapidly rising need for тоге diesel and 


other petroleum-based fuels. 


The state petroleum company, Myama |. 


Oil Torp (мос), ‘ganouniced late last 


PUMPING UP 


Oil ond gas producti: n 


1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 


*ended March 31. 
** Official provisi 

+ReEview estimate; Official provisional figure is 
12.000. 


search resumes 


Rangoon: Pressed Бу substantial 
shortfalls in onshore oil production in 


| 100-120 gallons, depe 


| two test wells will be sur 
` water off the Irrawaddy delta in bloc! 


ong queu at petrol stations inter- 
ny over the past: six months. Vehi- 
опе 1 ration of 


engine, at. the vernn 
price of Kyats 3.5 (about 45 
gallon, reputedly the: cheapes 
world. However, informed ‘sources 
the REVIEW. blackmar! 
goon are now Kyats 16-1. 3 pe | 
these could easily double in remote e places 
such as Taunggyt in the north. 

According to the sources, Burm 
ways Corp. has reduced its number of 
domestic flights in order to conserve fuel. 
Foreign consultants complained 
development projects upcountry 


k in the shall 


M-2 and M-3. MOC had previously 

served these blocks for its own use a 

had not leased them to foreign conc 

sion holders. The sources said MOC a 

BPDC als рате plans to drill in blocks 
5 : 


the past two years, Burma is resuming its -| -stag 


offshore exploration for oil and gas in 
the Gulf of Martaban after five years of 
inactivity. Under an agreement between 
the state petroleum company, Myanma 


Oil Corp. (MOC), and Tokyo-based | | 


Burma Petroleum Development Co. | 


(BPDC) concluded early this year, test 


| drillings will begin after the current mon- 
soon season — probably i in November өг | 


December. : 


The BPDC will extend a loan of about E 


| sources, the Japanese c mr 


t wells at this stage; fu- 


t will be discussed. after 


inally re that 


out its drilling in. 
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been stalled for lack of diesel fuel. Crops 
which depend on low-lift pump irrigation 
requiring diesel have declined in produc- 
tion. A member of the elected Pyithu 
Hluttaw (People's Assembly) earlier this 
year complained to Minister of No. 2 
Industry (in charge of petroleum) Maung 
Cho about the lack of kerosene in his con- 
stituency. 

Reliable published statistics on current 
crude-oil production are not available. 





The Central Statistical Organisation, 
which used to publish detailed data on this 
sector, has stopped doing so since March 
1981. The Ministry of No. 2 Industry also 
no longer releases production data for 
crude oil and refined petroleum products. 
The government's annual economic re- 
port to the March 1982 Pyithu Hluttaw 
session listed a provisional figure for 1981- 
82: 12 million barrels. But this figure is be- 
lieved to be a considerable overestimate. 


ased on a series of apparently authori- 

tative articles in the state-run Eng- 
lish-language Working People's Daily 
which reported production for the April- 
September 1981 period at 4.88 million 
barrels, a foreign embassy report on 
Burma’s petroleum prospects estimated 
production for the whole of fiscal 1981 at 
9.76 million barrels. If this is correct, it 
would represent a 3.4% drop from the es- 
timated 10.1 million barrels in fiscal 1980, 
and an 11.3% drop from the fiscal 1979 
peak production. However, informed Ja- 
panese petroleum sources here said actual 
production during the last fiscal year was 
less than 9.7 million barrels— though they 
could not provide any precise figure. 

In any case, these figures are all well- 
head read-outs which include a fair per- 
centage of water and other foreign matter. 
True production for recent years may ac- 
tually be 10-15% less than that arrived at 
from the read-outs. 

The natural-gas situation, however, is 


considerably better. According to the 
Ministry of Planning and Finance's report 
to the Pyithu Hluttaw, natural-gas pro- 
duction rose from 5.7 billion cu. ft in 1974- 
75 to 12 billion cu. ft in 1979-80, 14.8 bil- 
lion cu. ft in 1980-81, and an impressively 
high (provisional) 23.5 billion cu. ft in 
1981-82. If it is correct, the last figure 
would represent a major increase in out 
put since late last year, as April-Sep- 
tember 198] production was reportedly 
only 7.3 billion cu. ft. Given that provi- 
sional figures in previous years have often 
been too high, the embassy report esti- 
mated that last year’s actual production 
might be closer to 17.6 billion cu. ft, stilla 
substantial increase. 

Some of the increase probably repre- 
sents the coming on stream of the Tanta- 
bin field near Kyangin in Pegu division. 
According to an announcement last 
November, this field was producing 2.4 
billion cu. ft a year. Much of it, however, 
probably represents greater utilisation by 
new gas generators at Prome and other in- 
stallations. 

The bulk of crude-oil production has so 
far come from the Mann field on the west 
bank of the Irrawaddy river some 300 
miles north of Rangoon. The government, 
however, has yet to back up its words with 
concrete results from the three new fields 
announced late last year. 

According to statements by Prime 
Minister Maung Maung Kha last Novem- 
ber, two of the new fields are in the lower 


Social welfare is a subject of serious consid- 
eration in most modern societies. Man in the 
twentieth century accepts his responsibility to 
bequeath to the next generation a society better 
than his own. Daiwa Bank is not unique in ac- 
cepting this responsibility, but Daiwa is unique in 
making acceptance of this role in society an 
integral part of their banking service. 


Daiwa is the only Japanese city bank to 
combine banking and trust business. Daiwa is thus 
a fully integrated banking institution, comprising 
banking, international financing, trust, pension 
trust, and real estate business. This integration is 
part of our effort to fulfil our social responsibility 
consistent with society's needs in a contemporary 
environment. 


à fully integrated banking service 


DAIWA BANK 


ASA et Head Office: Osaka, Japan. 
haul London Branch: Winchester House, 77 London Wall, London EC2N 18D 
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ы 
(Lava 


Frankfurt Branch: Eschersheimer Landstrasse 14, 6000 Frankfurt am Main 


On England's 

Salisbury Plain stand 
these gigantic prehistoric ·. 
remains of Man's early 
attempts to understand his 
universe. 


1, F.R. Germany. Singapore Branch: Tower 8001-3, DBS Building, 6 Shenton 
Way, Singapore 0106. Hong Kong Branch: Rooms 704-705A World-Wide 
House, 19, Des Voeux Road, Central, Hong Kong. New York and Los Angeles 
Agencies. Sydney, Sao Paulo, Houston, Paris, Panama, Bahrain, Mexico and 
Vancouver Representative Subsidiaries: Daiwa Bank Trust Company, 
New York; Daiwa Bank (Capital Management) Limited, London. Affiliates: 
Р.Т. Bank Perdania, Jakarta; Deiwa Overseas Finance Limited, Hong Kong. 
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"| know the markets so well, | could yselt 


The Adam Smith Conference 
Disinflation: Who wins 
and who loses when 
inflation abates 


The Mandarin Hotel, Singapore, 
December 6 & 7, 1982 


T his conference aims to examine the Conference Highlights 


problems and challenges posed by Monday, December 6, 1982 
disinflation, as characterised by falling Adam Smith Disinflation; the impact of inflation 
commodity prices. It will explore the impact of and disinflation, and the policy 
disinflation on the world economy, with special questions they raise for governments, 
reference to ASEAN. bankers and businessmen and private 
The crucial issues to be discussed include.— investors 
Sixto K Roxas Disinflation and its impact on ASEAN 


e Disinflation — will it last? Chauman, SKR i 
Associates, Manila business development 


e Is ita precursor to deflation? б Е 
eii gor onference Dinner 
° Ne др pe implications for ASEAN and for Speech by Adam Smith “The ÙS E жай 
i Relationship to the World Economy" 
è What are the policy questions that confront 
governments, business firms and individual Tuesday, December 7, 1982 
investors? Tun Tan Siew Sin Declining Commodity Prices — 


Chairman, Sine Darby Bhd, 1 A 
* Will lower energy Costs lead to an upturn in former France Minster of ^ Regional View of what should 


economic growth? Malaysia be done 
Thomas McHale  Disinflation and the Changing 
For Whom Managing Dwector World Energy Balance — the 
Businessmen, bankers, government officials and sx deni рург con Future of Petrochemical 
private investors who are now facing, directly or PY Investments 
otherwise, policy questions and a complex range Adam Smith What are the Problems and 
of investment options and risks. Challenges of Disinflation? 


Keynote Speaker: Adam Smith Discussion Panels 

The keynote speaker, Adam Smith isthe pseudonym An in-depth examination and discussion of issues 

for George J.W. Goodman, renowned writer, funds raised by the speakers will be held by discussion 

manager, securities analyst anda former memberof panels comprising prominent personalities from the 

the editorial board of ‘The New York Times. Adam © region, 

Smith has written three non fiction bestsellers on 

money and economics, “The Money Game", Conference Fee: S$1,200 for SIM members 

"Supermoney" and "Paper Money". S$1,400 for non-members 
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E To: Singapore Institute of Management, PO Box 3040, Singapore 9050 Tel; 7378866 Cable: SIMANAGE 

The Adam Smith Conference 

Disinflation: Who wins and who loses Name 

when inflation abates? Designation [> 


December 6 & 7, 1982. 
Closing Date: November 6, 1982 


п Please register me for the conference. — 








Name & Address of Company —— 








Cheque/ Draft for enclosed Tel Cable 
п Please send me a copy of the conference brochure & 
registration form | am/My Company is a member/non-member of SIM 


East-West Business SINGAPORE 
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Mandalay. The prim 
that the two fields at Kyontani, located in 
the Irrawaddy delta between Kyonpyaw 
and Danubyu, and the third at Pagan pro- 
mise to become giant oilfields with recov- 
erable reserves in excess of 1.5 billion bar- 
rels. Until mid-1982, however. MOC had 
not been able to produce anything much 
from these two areas. It has become clear 
that the Burmese claim was premature. 

Informed sources said МОС drilled the 
first test well at Kyontani in early 1981, to 
a depth of 13,450 ft, and moved a second 
deep rig to the field to drill the second test 
well later that year. Although the first 
hole was dry, the prime minister declared 
that the test gave good indications of a 
prolific hydrocarbon reservoir with sub- 
stantial reserves of recoverable oil and na- 
tural gas, estimated at 543 million barrels 
and 814 billion cu. ft respectively. 

Foreign experts believe that Kyontani 
may eventually develop into a major 
source. It is on the. ofa new limestone 
formation discovered in the past two years 
which MOC officials believe is rich in hy- 
drocarbon deposits. The delta, however, 
is a difficult area in which to carry out op- 
erations because of the annual monsoon 
floods which begin in June and continue 
into. November. Exploration so far has 
largely been on a trial-and-error basis. 


OC discovered crude oil in test drill- 

ings at Pagan but the prime minister in 
his statement gave no indication of the 
amount, saying only that it was sulphur- 
free and measured 30.4° on the American 
Petroleum Institute gravity scale. He 
added, however, that the Pagan field had 
recoverable crude-oil reserves of 792 mil- 
lion barrels and 396 billion cu. ft of natural 
gas. Again, his estimates appear to be 
based solely on seismic data. The first well 
at Pagan was reportedly producing a crude 
so thick that it could not be recovered. 
MOC was reported to be drilling new test 
wells in other locations around Pagan, 
bracketing the announced find in a search 
for producing wells. 

Of the three fields, the only successful 
one to date is at Tantabin, which could be- 
come a major source, According to the 
prime minister, the field had recoverable 
reserves of 68 million barrels of crude and 
668 billion cu. ft of natural gas. 

At the time of the prime minister's an- 
nouncement, MOC had already drilled 
eight wells and was spudding a ninth. Pro- 
duction then was 600 b/d of gas conden- 
sate and 6.7 million cu. ft of gas. Ruling 
Burma Socialist Programme Party chair- 
man Ne Win visited the field in January 
when the 10th test well was being drilled. 

The substantial — crude-production 
shortfalls — and the resulting shortage — 
have raised speculation in some quarters 
here over the possibility of oil imports. 
Reflecting the official policy, which tries 
to maintain self-sufficiency, the govern- 
ment has not imported oil since 1974. 
Deputy Prime Minister and Minister for 
Planning and Finance Tun Tin reiterated 
this policy during discussions with the 
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minister claimed 
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"agan pagoda: new test wells nearby. 








Burma Aid Group in June. In reply to a 
question on whether Burma was planning 
to import oil, he said: “There is no inten- 
tion. A US$93 million loan to explore for 
onshore and offshore oil is being utilised. 
According to expert reports and historical 
findings, oil is there. Present availability is 
not too [great]. but quite sufficient for our 
present needs." He admitted a need to 
economise in some sectors: "To use but 
not to waste." 

An authoritative diplomatic source, 
however, told the REVIEW that the gov- 
ernment had quietly decided to earmark 
about US$40 million for about 100,000 
tonnes of crude-oil imports. Owing to the 
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impossible to verify this report. ) 
source, however, suggested that the роу. 
ernment might purchase the crude 
the Middle East if the plangvas 
out, 

The domestic oil shortage aside, the 
need to import crude has apparently tak 
on added justification in view of subs 
tial unused refinery capacity. Following 
the completion of a US$120 milli р 
25.000-b/d refinery at Mann early this year 
(built by Mitsubishi Heavy Industries a 
total refinery capacity today is about 55 
57,000 b/d. With the current short 
however, the Petrochemical Industries - 
Corp. is believed to be operating. at 95 
than 50% of capacity. 

According to provisional fi 
Burma refined approximately 72.7 milli 
gallons of petrol, 17.6 million gallo: 
kerosene, 87 million gallons of diesel. 
56.4 million gallons of furnace oil in 1980-- 
8l. These figures work out to roug a 
18,250 b/d in refined products, represent- 
ing a large gap from the reported 27,400 b/d _ 
production. There was, however, some - 
additional production in the form of heavy _ 

troleum oil — almost 1 million barrels _ 
in 1980-81. 

Given the ample idle refinery capacity, - 
foreign petroleum experts here believe it 
may be to Burma's advantage to тро 
crude — in view of the current low crud 
oil prices — to meet the domestic shortage | 
and even allow re-export of some refined 
products until new local oil supplies be- 
come available. Lo. 
— PAISAL зенаат t 














































— to continue disagreeing 3 


Rangoon: Burma's relationship with the 
World Bank is one of continual debate. 
Deputy Prime Minister and Minister for 
Planning and Finance Tun Tin. widely re- 
spected as the country's chief economic 
architect, remarked jokingly during a re- 
cent meeting. with representatives of the 
Burma Aid Group that the latest World 
Bank report on Burma was the result of six 
months of quarrel and mutual exhaustion. 
In the end, both sides agreed to disagree 
on certain issues. 

Disagreement appears to centre chiefly 
on the World Rank recommendations that 
Rangoon devalue the kyat to boost export 
earnings and raise prices of scarce re- 
sources such as petroleum products, elec- 
tricity and fertilisers. To date, the socialist 
regime here has acted on neither of the re- 
commendations. 

According to minutes of the June meet- 
ing here prior to the aid group meeting in 
Tokyo the Burmese were adamant there 
was no need for a devaluation. Replving 
to a question, Deputy Minister for Plan- 
ning and Finance Maung Shein said he 
agreed that exchange rates had to be kept 
under review but maintained that a ny 
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change was not necessary at this stage | 
since Burma was not at a competitive pricë — 
disadvantage with its neighbours in the re- 
gion. MC- 
"There are two questions needing p 
answers, First, why should there be a _ 
change if there is no practical necessity | 
[for опе]; secondly, what would be the in- 
ternal cascade effects [given the fact that _ 
Burma's agricultural production capacity _ i. 
is relatively inelastic and Burma would | 
therefore not benefit greatly from pal 
more competitive export prices]," he was - 
quoted as saying. 

Burma was also apparently concerned” 
about the potential inflationary effects, of - 
devaluation, including higher prices ofim- 
ports of vital raw materials and capital _ 5. 
goods. According to Official figures, aver- - 
age annual inflation was kept at less than 5 
3% during the third four-year plan (ended | - 
March 1982), as against the average 15% 
rate during the second plan (1974-78). 0. 

The World Bank suggestion was made ay 
in view of depressed world farm-commo- - 
dity prices which arc hitting Burma's ех- 2 
port earnings — 60% of the country’s ex- — | 
ports are, of agricultural produce. Al- — — 
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сап be exported — appears crü- 
Burma is to maintain its current 
Itural production boom. 
new ты was underscored by 


стопу for tandiu ctop cùl- 


rin the Mm division in July) to. 


learly referring to the United States 
Thailand, the minis E sad; Тур e 


rice. nd reap more: mene Мен Sates i in 
the high-quality rice market, whereas this 


1 ium-quality rice at present: "That 5 
y it is making efforts to . . enter the 
uality rice market." 
e added that existing rice тй 
en repaired while at the same ti 
ills capable of milling and producing 
gh-quality tice are being built. : 
The agricultural sector << 
yout 47% of Burma's total gr 
product and rice exports alon 
out 44% of total e 





‘ties тоге $ 
| They found several new types which 
: ers’ acceptance, and the AE 





g harvest top L2 million tonnes. Вее 
of the bumper harvests in most rice-ex- 
porting countries last year and the con- 
sequent excess supply on the world mar- 
ket, Burma continues to face difficulty in 
exporting its rice this year. Some sources 
estimate that Burma’s 1982 rice exports 
will be roughly the same as last year's 
Stiff competition and currently depress- 
еа ricé prices are raising doubts in some 
private. quarters: here over the govern- 
ment's wisdom in pursuing the HYV pro- 
grammes. Commented one foreign ob- 
server: “By according the programmes 
top priority in recent years, the govern- 
ment has mobilised all available resources 


1981-82. 


Source: Ministry of Planning and Finance. 


to boost production. That target has large- 
ly been achieved. The key question . 7. 
now is whether it is economically feasible 


for Burma to continue concentrating on 


producing more without a firm guarantee 
of raising exports. It [may] prove wasteful 


in the long run if Burma cannot dispose of 


all the surplus." <2 
When the various HYV types first ap- 
peared in Burma in. 1966, they were not 


popular. Most of the crop va 
| too short for lower Burn 
deep-water fields, and farmers. did not 


5 


s moderately 


hink much of the rice's flavour. So the 


"Agriculturé Research Institute at Yezin 


launched a programme to develop varie- 
able for Burmese conditions: 


gained 
riculture Corp 
1975-761 ge tract in 


tech iques | for. |. 











to ex and the number of townships under - 
the programme to 84 during the current 
fiscal year, which could raise the pro- 


gramme's share of paddy production to 


50%. 

“Because of the early successes of the 
HYV programme, the Agriculture Corp. 
decided to apply similar methods to other 
crops. Beginning in 1979-80, agriculture 
extension workers began promoting HY V 
types for 18 other cash сгорѕ іп town 


-where the paddy programme had been im- 


plemented, as well as in newones. Dur 

the 1982-83 agricultural year which s 

in June, authorities plan to increa 

total number of townships. involved in. 
crops other than paddy from: 139 to 169; 
These programmes. have: already" pro- 
duced significant increases in yields of cot- 
ton, wheat, maize, peanuts and sugar cane 
— averaging about two to: four times the 
national norms: 

The HYV paddy progrimine lias: un- 
doubtedly raised both the grossand net in- 
comes of participating paddy farmers. Ag- 
riculture Corp. offici оре to increase 
farmers’ incomes f ert het earnings 


ment came to power, 
nationwide. was. only d 

words, in a country 

with: a tropical eli- 

mate with moderate 

temperatures and 

plenty; of. rainfall, 

only 7% of the sown 

, then 


in the same year, o° 
“Теге have been 
and still are a number 
of obstacles to 
creased- multi- 
Coo coping in Burma, : 
limited credit facilities, lack of 
sati ndi cient water dur- 
: To counter these pro- 
blems, the Agriciltüre Corp. initiated à 
sua pie progr imme in lower Burma 
ng on oilseed crops. 
argest in the Irrawaddy 
dide : here about 865,000 acres, or 
about 26%, of sown acreage was planted 
with LE winter. c : st 
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programme is 
not aswell. and only -about 


7. 5%: of the 





anew style of 
iness Class 
that sets you ahead 


of the rest. 





Alitalia introduces a Business Class with a unique difference. It's situated in the area that most other airlines call their first 
class cabin. An exclusive class. ..very definitely! With privileges to match. Priority treatment on check-in and the opportunity 
of selecting your favourite seat. And that rare advantage — plenty of room, because we spaced out Business Class to just 28 
reclining seats, two abreast. 

Stretching out is no problem. Neither is hanging up your coat. A full length locker is a generous part of our up-front space 
Business Glass B747 | Plan. You expect the food to be good — but ours is superb. With a choice of excellent menus, 
complimentary drinks and fine wines. And an open invitation to use our hospitable bar at any time 

ABE during your trip. 
Many airlines have offered you Business Class facilities for some time. But not until now has any 
airline put you ahead of the rest in so much comfort at so little extra cost. Put us to the test. Fly 
Alitalia's Business Class aboard our new B747's direct to Rome and on to the major cities of 


Europe and the Middle East. 
= = 
Allitalia 









To assist you with your 
business ventures in Brazil, 
there is one ideal man: the 
manager of Banco do Brasil 
Why? Because he knows Brazil 
better than anybody else 

and knows precisely how 

to orient you in your business 
transactions and investments 
Today, Banco do Brasil offers 
you the convenience of 2,000 
bank branches located within 
Brazil plus a network of 70 
foreign offices located in the 
world's key financial centers. 
Through these combined 
agencies, Banco do Brasil 
provides a complete and 
versatile array of banking 
services... services designed 
to help businessmen in their 





The right man 
for your business 
dealings in Brazil 

wears this emblem 


commercial transactions as 
well as providing financing for 
the importation of Brazilian 
рових and services 

rough its size and expertise, 
Banco do Brasil stands 
as the main financial agent 
of the Brazilian nation, 
a principal link between 
foreign importers and 
Brazilian exporters 
Last year, Brazilian exports 
totaled 23 - billion U.S. dollars 
and comprised such mor 
items as household appliances, 
aircraft, shoes, textiles, 
medical-hospital equipment, 
diverse technologies, and 
countless other products and 
services to markets spanning 
the world 
With a population of 120 - 


million, over half under 20 
years of age... and with a GNP 
of more than 236 - billion U.S 
dollars, Brazil is fast emerging 
as a formidable member 

of the world economic scene 
So, if Brazil looks promising 
to you, rely on the man with 
the Banco do Brasil emblem in 


his lapel. He really knows how 


to help you with your business 

dealings, investments, and 

{oint venture enterprises with 
razilian businessmen 
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* « inchallenged authority! : 


There is no doubt amongst leading top manage- 
ment as to which publication is considered the 
most authoritative in the region on coverage of 
Asian business and general affairs. It's the Far 
Eastern Economic Review by an overwhelming 
majority! 


x inparalleled coverage! 

. No other publication in Asia or anywhere for that 

. matter provides such depth and breadth of cover- 

age of events throughout the region. Don't just 

. take our word for it. Ask the people you look up 
. to and respect the most which publication they 

turn to for unparalleled coverage of Asian news. 

. The overwhelming response will be the Far East- 

. ern Economic Review! | 


 xunequalled performance! 
. Since January of 1974, the Review has grown in 
size from just over 20,000 copies per issue to its 


present circulation of more than 56 ,000 ор: 
per issue. 


. No other publication in the region can match its - 
. performance. In fact the Review’s circulation has _ 
. grown by a number larger than the total present _ 
_ day circulation of any of the publications which — 
. Started during the years in question. a 





_ А growing number of advertisers have taken full _ 
. advantage of this impressive growth. The Review | 
has increased its ad page volume from 1,458 in _ 
1978 to 2,177 in 1982. | 


. Advertisers know beyond question that the - 
. Review reaches the highest concentration of | 
. Asia's most important people. And they know - 
. that as an effective advertising vehicle, its perfor- D 
. mance is unequalled. : 






For Advertisers who take Asta seriously. ~ 


FAR EASTERN I ECONOMIC | 
p *Erdos & Morgan — Asian Executive Study | EVIE 
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The first Middle East bank ЖОК А EES RR N EOS 








: ft I»: E aha E ried < 
formed with the specific X \ ga s 0 у 
aim of establishing Ae 
an international presence s 


in every aspect of 
world banking, 
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Gulf International Bank asc. 


Gulf International Bank B.S.C. 


Bahrain: PO Box 1017, Manama, Bahrain 
London: 2-6 Cannon Street, 
London EC4M 6XP 
New York: 499 Park Avenue, New York 
NY 10022 
Singapore: Unit 1101-1106, Shell Tower, 
50 Raffles Place, Singapore 0104 
Cayman: c/o 499 Park Avenue, New York, 
NY 10022 


GIB- The Tntetnational Bank 
of | thel Seven Gulf States 


shares, the officer added that every mar- 


ket has its "little peculiarities." 


* Many bankers must now be wis 


rvative traditions of their prof 


; Property values are still falling 


appes 

rdley's example 

Shroff, Oct. 1) — 

y to à developer 

on th property firm's 

shares. In. ‘this case it appears to have 

one so by underwriting a new stock 
Ssue.. "e 

‚ Regal and Great Eagle assets were in- 

ected in the bull-market days of Feb- 


ary 1981 into a little-known company; 


-Wing Cheung Shing, which was renamed 
< Paliburg Investments. In a complicated 
` package of bon 
sues, the number of Paliburg shares out- 
ES nding jumped from 35 million to 392 
million. Priced at HK$2.50 a share, the 
(T hts issue received a poor market re- 


pr 
peus 5% of 


| pared with original estimates of at least | 
HK$4,000, Hang Lung will. Бе: hard- 


, rights and warrant is- 


ch stand as collateral to outstandi 


| loans. 
le A SIGN of the times appeared т re- 
| cently. in am apparently little-noticed 
‘newspaper advertisement offering space | 
not only for sale but also for lease in the 
.A5-storey. gold-faced Far East Finance 


Centre. in. Hongkong’s Central District. 
With only 12 floors sold so far this year, 
the Sino Land-led consortium is clearly 


having trouble finding buyers —.a prob- 


lem common to all. developers at pre- 
sent. In February the lead manager for 
the syndicated loan. advanced towards 
construction of the building, Bank of 
Tokyo, paid HK$4,300 a sq. ft for two 
floors of Far East Finance Centre. But 


the bank's purchase failed to inspire 
others. In July the 16th floor was sold tò- 


Indonesian interests for just HK$2,725 a 
sq. ft and last month the 20th floor went 


to a company caled Sapperton for 


HK$2,550 a sq. ft: 
The owners are now offering three- 


year leases at a monthly rent of HK$18 a’ 1 


sq. ft. Sino Land's, problems have no 
doubt been noted by Harig Lung Deve- 
lopment, whose Admiralty 2 Mass 
Transit Railway site stands next to the 


Far East Finance Centre, though with an 
inferior harbour view. Hang Lung has 
recently announced final results below | 


market expectations and will soon be 
asked {о pay to the government a. pre- 
mium of HK$1.82 billion on Admiralty 2 


.when superstructure work starts in the 


next few weeks. With property analysts 


“estimating developed values for Admi- 


ralty 2 at best at HK$2,800 a sq. ft com- 


pressed. to таке any. profit to fund its 


s other scheduled developments along the 


_sidiary of the Hong 
. Hung Kai were lead unden 


. ness aggressively its arrival here in 
1978. Despite the continuing official veil 
of silence with inquiries being referred to 
London, one officer at.the local branch 


did venture the comment to Shroff that | t 
the Hongkong authorities were being | 


"reasonably sanguine" about the bad 
loan. Е 

» Asked about the practic 

ancing money against the secu 


Transit Railway's Island Line. | th 
dev 


ie developers who com 
in the year eod Ma 


danvolvement. may. well 


| now. bet ankful they missed out after : 


th hopes. -evaporating of smooth 
ding, of the эсен railway 





ong's low tax 


perty. values 


monopoly аге. 

anyway; at least 

with a company: flat. o 

e WITH a  property-dom 
stockmarket "deep in the. 
Hongkong investors must be wonde 


` where recovery will come fro 


ing political scares are allayed. 
"glamour" area in recen 
been the electronics вес 
are only three compar ( 
tronics accounted for 19. 6% о 
kong's domestic exports in.198 
star performer until recent 

stock Atlas | 


SEPA at eer A 
d rice stood on “October * 


.. Whether more electronics compa 


.go public may well depend on the ea: 


kong’ s four e isting exchange: 
stock . exchanges can be per iade 


mortar, this would pave the 
more industrial concerns to go pu 
asset-backing conditions we re 

a move which would к 
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IL By Richard Nations 


Washington: One of the little-reported 
_ but significant developments at the joint 
annual meeting in August of the Interna- 
tional Monetary Fund and. the World 
Bank in Toronto was an agreement to set 
up a task force composed of rich and poor 
‘countries to study the future of conces- 
sional development assistance. 
s "Washington could have blocked the initia- 
- tive. The fact that it chose not to has been 
_ read as a signal to open the debate across 
_ the range of contentious issues plaguing 
multilateral aid. 
The idea of a task force on concessional 
| "assistance was agreed on by the develop- 
y j ment committee at the interim meeting 
- in Helsinki in May. (The development 
_ committee is the only multilateral-policy 
d body which brings together rich and poor 
| i ‘countries and IMF and World Bank offi- 
Tu ~ cials to address development issues in 
` | broad outline.) The Helsinki decision was 
endorsed in Toronto, when 18 participat- 
— jngcountries were chosen, evenly divided 
| _ between North and South blocs. The de- 










By Brian Robins 
- Sydney: Falling interest rates in Australia 
_ have precipitated a rush by investors into 
- bonds, with yields plunging by up to 2.5 
_ percentage points in just six weeks. But 
5 i whether the sharply lower trend in rates 
| И | will be maintained over the medium term 
remains an open question, especially 
given an increasing public-sector debt. 
- The decline has been evident in recent 
| "tenders for Commonwealth government 
i мш when rates have fallen sharply. In 
^ ^y^ жаш trading on secondary markets, 
|. yields ave shown further falls and already 
ie а wide range of finance companies with 
PF 
| 


.- 


ag 


|. 
| 


 fund-raisings i in progress have begun trim- 

ming rates offered. The privately owned 
_ trading banks have also reduced their 
_ prime lending rates. Prime was cut by half 
| а percentage point to 17% by the ANZ 
— Banking Group and the Bank of New 
= South Wales on overdraft lending of more 
| than A$100,000 (US$96,000). It may be 
4 longer, however, before there are rate 
| сш for other categories of lending. 

Т. The sharp fall in bond yields caught 
. many institutional investors by surprise; 
. resulting in boom-market conditions. 
— Most major institutions had been very li- 
quid to take advantage of the high rates 
available for short-term investments. But 





Ü K Out of the World Bank/IMF annual meeting grows a "et group 
И of rich and poor countries to take a fresh look at aid 


veloping countries include India, China, 
Tanzania, Senegal, Saudi Arabia, 
Kuwait, Costa Rica and the Dominican 
Republic. The developed countries in- 
clude the United States, Canada, Japan, 
Britain, West Germany, France, the 
Netherlands, Italy and the Nordic bloc. 
Two major issues are expected to figure 
prominently at the first meeting, sche- 
duled for October 19-20 in Paris, to lay out 
the task force’s agenda. These are “bur- 
den sharing” and the allocation of aid. 
Donor countries can be expected to argue 
among themselves over the size of mul- 
tilateral concessional lending while trying 
to minimise their own contributions to it. 
This is the central issue in the negotiations 
over the seventh International Develop- 
ment Association replenishment due to 
begin in November. (The IDA is the 
World Bank’s soft-loan window.) But 
while the task force’s work will move 
parallel to the IDA’s talks, it will not form 
part of the negotiations. Instead, in a 
world economy expected to grow slowly 


` Aplunge into bonds 


ustralian investors make a dash for government 
paper as interest rates lurch downwards 


as domestic interest rates moved lower 
there was a push into slightly longer-dated 
government paper, with a large number of 
investors chasing only a small quantity of 
paper. The shortage was exacerbated be- 
cause of earlier buying by a number of Ja- 
panese investors. They are widely reputed 
to have invested more than A$1 billion in 
semi-government paper in recent months, 
soaking up issues with very high yields. 
The Japanese were, in particular, ex- 
tremely active, picking up as much of the 
longer-dated paper as was available, thus 
catching the local institutions napping. 

In September, tenders were called for 
A$675 million of government bonds under 
the new tender system adopted in July fol- 
lowing a recommendation made by the 
Campbell committee of inquiry into the fi- 
nancial system. Those institutions success- 
ful in gaining stock tendered 15.26- 
15.31% for bonds with maturities stretch- 
ing from September 1984 to March 1992. 
The successful tenders were about 1.3 per- 
centage points less than tenders for a 
A$350 million bond issue in July. In trad- 
ing on the secondary market immediately 
following the second tender, rates con- 
tinued to drop, with yields falling to 14.5- 
14.6%, making a total fall of two percent- 
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irces may be available. 

This raises the question of how effective 
the IDA has been in the past. The World 
Bank's staff prepared a history of its soft- 
loan window, IDA in Retrospect, which 
was released at Toronto. Not very surpris- 
ingly, given that its authors are IDA advo- 
cates and strategists within the World 
Bank itself, the study concludes that de- 
spite some mistakes the programme has 
been a success. Other countries may wish 
to undertake independent studies of con- 
cessional lending. But what saves the bank 
from special pleading is its reputation for 
accuracy and analytical integrity. The re- 
trospective study thus reflects the very 
favourable sentiment among the majority 
of both donors and recipients towards the 
IDA. 





he study establishes the IDA as a 

major force in development-assistance 
lending. Since it was set up in 1960 it has 
been replenished six times with a total of 
US$29 billion, promised by 35 donor 
countries. Nearly US$15 billion of this fig- 
ure has been disbursed on more than 1,300 
projects. The IDA's role in dispensing 
concessional aid has increased as donor 
countries — after the first oil shock — 
turned increasingly to multilateral banks 
to distribute their official development as- 
sistance (ODA). ODA more than dou- 








age Б in bond yields over the past six 
weeks 

Since then, the trend has continued with 
some trades as low as 14% being struck. A 
fall of this magnitude — 2.5 points in only 
six weeks — may prove difficult to sustain. 
It seems to have been caused, at least in 
part, by the mad scramble for paper. In an 
attempt to guard themselves against 
major outflows of professionally managed 
funds, most finance companies with rais- 
ings now under way have adopted the 
cautious policy of limiting the total size of 
MU to the modest level of about 


Te big fall in bond rates has coincided 
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arge ihe of its resources ыл, 

the poorer countries. They accounted for 
80% of its loans in 1980 compared with 
4% of Organisation for Econc 

ati n and Developmen oun 


and hence toward 
co агпегѕ of the « 
: TheIDA has also, асре 


сап тападег quits Singapore: s national fund 
up with constraints on decision-making 


By Patrick Smith 


c | Singapore: The Government of Singa- 


pore Investment Corp. (GSIC), formed 


Jast year to manage the republic's large. 


capital reserves, has lost one of the three 


g | senior investment managers recruited ear- 
| lier this year by Deputy Prime Minister 


› | Goh Keng Swee. Leo Bailey, who was re- 


eturn on IDA projects, 
higher than the 17% of 
Bank for Reconstruc- 


rroduetign of the tefider sys- 

method of financing govern- 

t debt. Under the former ы? апд 
nder” 


rétically Mata to 
arket: But in prac- 
elds failed to move 
n line with market rates. Опе of 
Сыры $ important proposals was for 
the government to call tenders for bonds: 
"This allows thé market to set the rate. The 
changeover to thé new tap System was ap- 
proved by loan-council meetings of State 
premiers earlier this year. 
Federal Treasurer John How 
earlier this year-of raising 
through the tender system і 
financial year, ending June 30, 1 
first successful tender of A$350 


issues are anticipated in 
this financial year: 
are traditionally: flush with funds. 

€ question no 
nain at their lower levels. H 


due to be rolled over in the preset 
cial y year would. tise to A$4.3 3 bill 


his figure excludes elec-- 


borrowings. They have 
ppetite | dor public 
as mey oceeded 





e pre nt | 


n the v money mar- | 


is whether yields can : 


| sponsible for the GSIC's investments. in 


international markets, resigned on Sep- 


‘tember 29 only six months after : arriving | 


from New York to take up a two-year con- 
tract. : 
Тһе: announcement was unexpected, 


"though senior banking sources indicated 


that Bailey had been unhappy in his posi- 
tion since shortly after his arrival. Bailey's 

departure underscores the GSIC's chronic 
and continuing staff problems since it was 
formed as part of tlie reorganisation last 
year of the Monetary Authority of Singa- 


| pore (MAS), the republic's quasi-central 


bank. These problems must ultimately be 
traced to the management ‘style intro- 
duced when Goh became chairman of the 
MAS early i in 1981 and directed a purge of 
the agency's senior leadership. 

~The government sought to fulfil two 
ambitions in establishing the GSIC, ac- 


cording to official explanations offered at. 


the time. Top priority was to shift a great- 
er. proportion of :Singapore’s.. capital 


| surplus, conservatively valued at $$15-20 * 
billion (US$6.86-9.15 billion) into more 


profitable long-term investments. Prime 
Minister Lee Kuan Yew, who is chairman 


ing investments i 
have more than 


ment жер ат : 

The three senior i 
all of whom were re 
ed States, have been respo 
ous aspects of the GSI 
programme. They were 
to the corporation's m 
Yong Pung How, 
up additional duties ds 
of the. MAS recent! 
sources here des ibe 


a Dutch болат 
an important figur 


resignation ; gave no ex 
and neither ше MAS no 


‘two agencies since Goh's arriva 


had told.some associates that 
with time he would be all 

cretion in the GSIC's investment 
Since Goh's reorgan 
ary authority, how 


' at both the GSIC and the 


highly centralised. In 
of any ана пні 


Advertisement — 


` Are you Switched into Swiss Pina: L 
Deutsch Marks or Troubled by Treasury Bonds: 


. Weareas 
. Company o 
. Institutional users. 


ialised Currenc 
ring advisory and bı 


Financial Futures. 
brokerage services for 


— We have a long established news letter with a 
. worldwide readership and also offer ашу led y market 


| reports and comments, 


We are members of INTEX, | 


|| major exchanges. 


For details.of how we can help you wit 


a dvice, please contac 





с 
. rector and separate approval by 
_ Goh or the prime minister. “Yong is Кеер-. 
à ing a very low profile," a senior banker 
said. “He is minuting everything to prove 
L _ itis not his fault if anything goes wrong. 
Goh's tight control over the agency has 
M led to serious problems, sources close to 
- Bailey assert. “The committee is very nar- 
-row-minded," one foreign financial 
& analyst said. "They have missed oppor- 
бшш to lock in high US dollar interest 
. rates on medium- and long-term invest- 
_ ments. They seem to be unwilling to buy 
_ апу paper beyond 90-100 days." 
Bailey's principal complaint was that he 
_ was unable to respond to fluctuating mar- 
Е ка conditions under these circumstances. 
— Some 90% of the GSIC's assets remain іп 
— short-term instruments as a result. 
f Neither have any investments been made 
E án. the strategic areas sought by the prime 
— minister. “It remains strictly a money- 
E: market operation," a foreign banker ob- 
served. With US interest rates falling, in- 
) ‘formed sources here say it is not a question 
— of whether the GSIC has lost profitable 
fi ances, but of how much the missed op- 
"е Кы es have cost. 
X In an extensive interview published not 
8 long agc in The Straits Times, Goh de- 
- fended his passive investment policies as 
e» having avoided potential losses of S$1 bil- 
lion. “The management is watching the 
market for clearer signs of a turnaround, " 
һе said. Put simply, Bailey appears to 
^ have resigned because he did not agree 
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By Manggi Habir 
Jakarta: The continuing slowdown in 
both the domestic and international tex- 
tile markets was graphically illustrated at 
- Jast month's annual shareholders’ meeting 
— of Century Textile Industry (Centex), one 
Indonesia's two publicly listed inte- 
. ted textiles groups. With a 96% drop 
4 in earnings from Rps 409.2 million 
— (US$601,764) for the year ended March 
— 31. 1981, to Rps 13.3 million for the year 
a pended March 1982, there was some ap- 
| prehension about how the company would 
p. “satisfy the capital-market authorities by 
& ying out sufficient dividends for its In- 
-donesian investors (that is, providing а 
-? yield comparable with bank deposit rates) 
and at the same time not have to sacrifice 
. too much of its retained earnings. 
Centex decided to pay out Rps 750 per 
share i in annual dividends only on those of 
its shares listed on the Jakarta Stock Ex- 
change, which represents a dividend yield 
of about 13.6% based on the offer price of 
+ Rps 5.500 per share. (For many Indone- 
sian investors, who buy shares for very 
long-term investment and do not expect to 
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Goh described his two assessment criteria eria: 
one, known as “the do-nothing portfolio," 
measures a manager's success against the 
theoretical outcome if he had made no in- 
vestments; the other, known as the “per- 
fect hindsight" model, compares actual 
performance with what a manager would 
have done had he predicted future deve- 
lopments with complete accuracy. 

“These are perfectly acceptable if your 
intention is simply to improve your 
theoretical knowledge or sharpen your in- 
stincts," a source close to the GSIC said. 
"But somewhere along the line they seem 
to have been taken as a measure of how 
well analysts should actually be perform- 
ing." The result appears to be an organisa- 
tion where option papers are about as 
close to a decision as anyone is willing to 
го — or, apparently, is expected to go. “It 
is a good place for young analysts who ex- 
pect others to make decisions," a banker 
said. "But it is very frustrating for real 
dealers." 

Indeed, Goh's management style is 
widely held responsible for prolonging the 
agency's problems in recruiting — and 
now keeping — fund managers of the 
calibre the government desires. The most 
visible measure of this, many bankers be- 
lieve, is the prime minister's inability to 
relinquish his duties as chairman of the 
GSIC. He is thought to be anxious to do 
so, but a replacement has not yet been 
found. [r] 


1 Atri tricky cut of cloth 
" ‘Indonesia’ s textile troubles are highlighted by a firm 
forced to eat into meagre earnings to pay dividends 


trade them, a.yield based on the offer . 


price — in this case dating back to 1979 — 
is the most meaningful assessment.) The 
other major shareholders, consisting of 
Toray Industries of Japan (with 28.9%), 
Kanematsu-Gosho (28.4%), Tokai Senko 
Со. (8.5%) and Kurabo Industries (2.2%) 
— all from Japan — and Indonesian 
businessman Hadi Budiman (17%), in ad- 
dition to forgoing dividends will not re- 
ceive their customary annual bonus. 

The textile industry's problems began in 
mid-1980 when cheap imports of yarn and 
unprocessed cloth flooded the market, 
causing competing local companies to cut 
their prices. These imports were allowed 
by the government because of the capacity 
imbalance in the textile industry between 
the various textile-processing stages com- 
prising spinning, which produces yarn, 
weaving and knitting, which produces 
cloth, and finishing and dyeing. Observers 
say that companies limited to only one 
processing stage — spinning, weaving or 
finishing and dyeing — have been the hard- 
est hit. Already there are unconfirmed 
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Textile plant: exports stagnant. 


reports that several spinning mills have 
closed or been taken over by large groups. 
The integrated companies such as Centex, 
which are involved in all three major pro- 
cessing stages, have been less affected by 
these imports as direct sales of their excess 
yarn and cloth to the market have not 
been significant. 

Roughly 11% of Centex's fabric sales 
are exported, mainly to the Middle East. 
But because of continuing uncertainty in 
this region, exports have not grown. 
Meanwhile, domestic sales growth started 
to slow with the decline in consumer pur- 
chasing power resulting from a general 
drop in overall export earnings. As a re- 
sult, export and domestic prices were cut 
by 6% and 1% respectively, while sales 
were pushed up by almost 10%. The com- 
pany therefore was able to increase net 
sales by 11% to Rps 15.7 billion for the 
year ended March 31, 1982 — up from 
Rps 14.2 billion the previous year. 

However, costs jumped by roughly 15% 
while its interest bill, a significant item, in- 
creased.by 25% to Rps 2.3 billion owing to 
increased interest rates during that 
period. Consequently net income.as a per- 
centage of net sales cropped to less than 
0.1% for the year ended March 1982 from 
3% the year before. The Rps 750 dividend 
per share declared during the sharehol- 
ders’ meeting represents a total payout of 
Rps 87 million compared to earnings of 
Rps 13.4 million, thus requiring the com- 
pany to finance the shortfall from retained 
earnings. 

But this represents a substantial drop in 
dividends paid out to investors. For the 
year ended March 1981, dividends were 
Rps 1,000 per share, while the year before 
they were Rps 1,500, These dividends 
have been consistently above earnings per 
share in each period, resulting in decreas- 
ing retained earnings over the past three 
years. With current dividends limited to 
shares listed on the Jakarta Stock Ex- 
change (and lower dividends now being 
paid to private holders), the company has 
at least been able to slow down this reduc- 
tion in retained earnings. 

Centex's weak performance is also a 
consequence of its financial ‘structure 
which is heavily based on debt — thus in- 
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ts; dropped faster, and stood at 
billion. in March. Тһе ratio. of 


lities over capital therefore increased. 


.-103.4:1 in М: 


is p probl em is compounded by. the 
‘omposition of the debt. Roughly 68% | 
is bank and Shareholder de denc 


р 
he coi pany fo foreigh: ex chang risks. In 


-anetfo t 


h 31,1982. With the 


exchange rate weakening a further 2.896 


from March 30 to September 27 this year, 
the foreign-exchange loss for this six- 
month period alone would come to about 
Rps 325 million. 

рє twin problems of a бери 


areholders. da with qum 


| problems, the management is attemptir 
to. export to Europe and the. Unit 


its | States, to increase its marketing networ! 


loans only from b eign or priv e 
"banks v ; 


| accused of wrongdoing 

he United States, have chosen opposite 
rategies for tackling. their. difficulties. 
Aitsui has chosen to settle a steel-dump- 
: Ang suit filed against.it here with a mini- 
mum of publicity. But Hitachi, accused in 
the far more serious [BM trade. secrets 
case, is fighting tooth and nail to de- 


monstrate that the big US firm was out to . 


' get it precisely because of its threat to 
IBM's position. 

“In. the Mitsui case, first brought last 
"year, the company admitted filing false 
documents with US customs authorities in 


order to bring steel nails into the country - 
"at less than the so-called fair market price. 


This is in effect a floor price for 


employees accused of responsi 
the falsification have each been sentenced 


in absentia to. 18 months" “probation | 
„documents requested is not clear. The de- 
fence claimed to need them in preparing 


which prevents them from working in the 
US. during that time) and fines of 


10882 ,500. АН three were in Japan at the ` 





lity for? 





to cut costs and to try to switch foreign- . 


currency debt to rupiah liabilities. 


thorities to allow publicly fisted co: 


panies access to rüpiah loans from s 


‘banks. Many companies are in the same 


position as Centex. Unfortunately t 
timing of an upturn in the market is st 


uncertain, while the rupiah has been | 
steadily weakening against other major | 


Currencies — a process which observers 


feel is likely to continue. xy гу 


the American computer. giant. The pro- 
secution has been so unwilling to comply 
that it recently allowed a feder 1. 

dismiss its case against three: non-Japan- 


‘ese defendants rather than hand over any 


of the documents requested. 
< The defendants, 


ner, National Semiconductor Corp., had 


been accused of initiating the traffic in sec- 
ret: information about IBM computers. 


that led to the present case. (Raymond 
Cadet, the Haitian, was suspected of steal- 
ing IBM computer manuals before leaving 
ІВМ ѕ employ for National. Barry Saffaie, 


“one of the Iranians. апа Cadet’s boss at Na- 


tional before the present case led to the 


dismissal-of both, was suspected of offer- 


ing the documents to Hita 
the govoreni. 5 stand. 


` ow been. Pra from the. case. 5 


Precisely why the federal prosecutors 
have been so reluctant to hand over the 


its case, and the judge upheld the claim. 


time of the sentencing, which. brought the | Bu 


case to а close. ` 
^ "The IBM case has been far more dra 
tic, with defence lawyersattempting top 


two lranians and. a | 
Haitiad connected with Hitachi's US partê 








` JETSPEEDED RATES 


judge to | p. 


| Yearbook. It gives: you Asia minus the тув 
Minus the myth. A country-by-country s SUNI 


Politics and Social Affairs. The: only 
medium of its kind. 


Rate: Soft cover US$13: 95 or HK$79. 50 
equivalent іп local. currency). 
Yearbook cost to your 











| Cheque payable то Far Easter Economic Review enclosed 
To: Gircutation Manager Ad 





| 


d 
ра ало, 
—_ 
— 
= 
— 
— 
a 
— 
Los 
Lond 


= 
отт 


Ta 





Your bank i in 
New Zealand 


banking is handled through 
us. This leadership position 
makes us the best equipped 
bank to serve you, here and 
around the world. 

No matter where 


You and your clients can tap 
an exceptional resource in 
New Zealand, simply by 
calling us in Singapore, 
Tokyo, or in the other 
world financial centres 
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holdings). Jardine” s after-tax profit for 
the half came to HK$298 million, and in- 


terim dividend was set at 23 cents a share 

- (20: cents previously, after adjustme 

Earnings per share were 75 cents. (6 
"|, cents previously, after adjustment). 


But Hongkong operations (which the: 


cast that та MORE 

cumstances second-half ‘results. Wı 
continue to be satisfactory. Genting 
clared an Miri uoa: 5% gross divi 


| same periada a year а 


Genting. s опаа. est 


| company said made "satisfactory pro- | 


- gress”) continue to account for the larger | 
share of Jardine's earnings. Jardine is re- 


| portedly still paying out more in interest | prc 


ed Land's debts, now 

ut HK$9 billion. 

5 While the company is not highly geared 

by conventional standards, the cost of 

servicing the debt would, nevertheless, 
profitability, analysts said, 

dividend was set at 14 HK 

| (12 cents previously). 

lined to make а di- 

the full year though it 


r share came to 
s Pie): 

The comp $ main associate is Jar- 

e, in which it has a 42.8% stake. Jar- 
dine in turn has. a 35% holding in Land, 
with the-effect.that the performance of 
one is considerably influenced by that of 
thé other (the two equity-account their 


Hitachi's lawyers, said they were noten- 


" 


led to them. The case is expected to go 

to trial early next year, but the skirmishing 
at is taking place now could. affect its 

outcome. 

-The action involves charges. against 

Hitachi, 12 of its employees and tw ; 


роп stolen IBM. hig 


to Japan (REVIEW, Tay 2). In both cases, 
Hitachi charged that IBM and Palyn Asso- 
he. 


ciates, a small engineering firm, us 
deral Bureau of Investigation to 
‘chief competitors for anti-competi 
asons. Seeking to substantiate its.cla 


ments with IBM and Palyn, personnel and: 


other files on. FBI special agents Alan’ 
Garretson and Mary Williams and form 
FBI agent Richard Callaghan and c 


-than it gets in income from its stake їп: 


Land; and analysts say performance con- 
tinues to be cramped by the cost of ser- 


vicing debts. Jardine chairman: David | 
;Newbigging (who is also Land's chair- 


man) said the company’s profit growth in 


the second half should be similar to that | 


of the first; © — CHEAH CHENG HYE 
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‚ | Genting raises take = 
With revenues from its. Malaysian 
casino, hotels, property and plantations 
operations. rising by M$22.1 million 
(US$9.3 million) to M3135. 2 million, 
post-tax profits at Тап Sri Lim Goh 
Tong’s Genting group were 8% higher in 
first-half 1982 at M$26.5 million. The re- 
sults were not strictly comparable with 
the earlier period; since in October 1981. 
Genting had acquired for cashand newly, 
issued shares three: Singapore-based 


rubber companies. Ko Rubber Planta- 


tions, Kah Hin Rubber and Chin Cheng 
Realty — which took its total estates 
holdings up from: 13,000 ha. to 23,000 
ha. The new wholly owned plantations 


subsidiaries are thought to have made 


only a limited contribution to earnings. 
Genting's principal source of revenue, 
its casino operation at Genting High- 


: judge the subpoenas were so broad it 


would take “thousands of documents .. . 


» thousands of man-hours and cost millions 


* 


of dollars" to comply with Hitachi's re- 


quests. Hoffman added that even if IBM: 


and.the FBI hàd worked together, it was 


levant to the charges against Hitachi. 


ly issue, he said, is whether Hitachi 


һе materials уеге stolen and 


year to June 30 after a 
terest charges to A$4 


| higher debt burden reflects the purchi 
|. of Mauri Bros and Thomson for 


than A$60 million during the ye 
difficult trading conditions in th 
region. The group ran u 

Pacific islands operations, 

its newly established U 
hardware division. Turnover dur 
year rose 16% to A$1.T7 billion. 

of more than A$60 1 

during the year, which | 

to retire some borrowi 

difficulties outside Australia, 

tic operations performed we 

the. profit slump, directors have ma 
tained the final dividend at FLA ce 
share, which isnot covered by pro 
earned. 


they od learn a very importan 
. it took a little time, but wem 
they knew who was boss." 
Electric is also a defendant but fa 
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“IBM set about to targe itach 
diverted the FB 
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Hitachi for more than 10 years, Sai 
Brosnahan, an attorney for one « 
taok he employees, but it was Ра 
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| The market plunged headlong to its lowest 

| point in two-and-a-half years as political 
anxieties coupled with poor economic 
_ news unnerved investors. The Hang Seng 
— Index closed at 816.23 for a loss over the 
-. period of 196.39 points, or 19%. Analysts 
— were cautious about predicting the mar- 
— kets prospects, pointing out that much 
_ now depends on whether the worries 
about Hongkong's future can be as- 
- suaged. Although some shares are looking 
cheap on fundamentals, investors in the 
_ Hongkong market are not known to give 
- too much emphasis to such fine points. In 
_ their present mood, they are likely to pay 
_ more attention to signals — no matter how 
= vague — on the territory's future. Aver- 
— age daily turnover was high by the stan- 
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Hongkong leads losers 


harpened political anxieties set off 
E panic selling in Hongkong, taking al- 
—. most 20% off the Hang Seng Index in the 
period to Oct. 4. In stockmarkets else- 
- where in the region, weakness was also 
_ evident but losses were generally small. 


dards of recent months, standing at 
HK$242.6 million (US$37.4 million). 
Contributing to the flight from equities 
were bearish economic influences: the fall 
in the value of the Hongkong dollar and a 
bleak mid-term economic report. 
Taipei 

The average weighted price index fell five 
points to close at 460 in a week shorten- 
ed by two holidays. Average volume 
dropped 30% to NT$385 million (US$9.6 
million). Analysts noted particular weak- 
ness in textiles issues, which dominate the 
Taiwan Stock Exchange. Probably the 
best items of news during the period were 
the declines in the Hongkong stockmarket 
and currency. Taiwan expects to attract a 
good portion of the capital fleeing Hong- 
kong, market sources said. 


Kuala Lumpur 


Early buying pressure took prices and 
daily turnover to a peak by Sept. 29, spur- 
red by cuts in United States and Singapore 
prime rates and by active interest from 
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traders across the Causeway, where the 
exchange was closed the previous day. 
Later, though, setbacks in Hongkong and 
Wall Street sapped investors’ confidence, 
and Fraser's Industrial Index settled back 
to close the period 6.3 points down at 
2,237.56 on a five-day turnover of 40.7 
million units, still a new high for the year. 
Investment and management group Johan 
Holdings, which showed a 48 M cents (20 
US cents) gain to M$2.29, took over as 
volume leader from Malayan United In- 
dustries (MUI), which in turn rose 14 
cents to M$3.76. On Oct. 4, MUI an- 
nounced that the Malaysian authorities 
had approved its takeover of D and C 
Bank and Kwong Lee Bank, though at a 
price in new MUI shares of M$292 mil- 
lion, M$121 million lower than when the 
deal was proposed in May. 


Singapore 

The market successfully bucked the do- 
minant trends in Hongkong and New 
York, remaining steady despite drops on 
both these exchanges. Local analysts 
noted a revived interest in Malaysian 
stocks and falling local interest rates as 
factors in the market's performance in a 
holiday-shortened week. Both major in- 
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dices dropped only slightly. Fraser's In- 
dustrial Index lost 41 points, finishing at 
3,730.82. The Straits Times Industrial 
Index was off 4.43 points in the same 
period, ending at 654.19. Volume was 
firmly above 5 million shares daily. 


Tokyo 


Foreigners and individual domestic inves- 
tors generally stayed out of the market as 
the yen continued 10 weaken. There was 
some movement among smaller issues. 
Dealers began buying blue chips to spark 
enthusiasm but few other investors fol- 
lowed their lead. The Nikkei-Dow Jones 
Average closed at 6,942.22, down about 
33.28 points for the period. Turnover re- 
mained dull. 


Share accumulation by a foreign company 
in Carmen Mindanao resulted in brisk ac- 
tivity in this small gold producer. It ac- 
counted for 416 million shares of the total 
volume turnover of 1.2 billion shares. The 
buyer was said to be a Malaysian firm with 
a minority stake in Carmen which is trying 
to raise its holding to a level good for at 
least a seat on the board of directors. The 
only other fairly fast movers in an other- 
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wise sluggish market were two oil issues, 
Seafront and Philodrill, which traded 239 
million and 81 million shares respectively. 


Bangkok 


Investors were in a cautious mood and 
prices fluctuated narrowly on sharply re- 
duced turnover. The Book Club Index lost 
4.31 points over the period to close at 
108.32. The caution prevailed despite 
news that the authorities had agreed to ex- 
tend by another year the Krung Thai Bank 
Fund, set up three years ago to support 
share prices. 


New Zealand 


Turnover remained low but some in- 
crease in buying interest later in the period 
saw prices firming. Rises were more 
evenly spread than they have been for 
about a month and market confidence ap- 
pears to have consolidated. Equity invest- 
ment is not, however, very high on inves- 
tors’ priorities at the moment. Fixed-in- 
terest securities are at the fore as liquidity 
continues to tighten. 


Australia 


Share prices continued to weaken in light 
trading, with the Australian  All-Or- 





dinaries Index losing 11.8 points to fini 
at 499.9. Most institutional and profe 
sional investors stayed out. apart from 
` special situations. While the market held 
ground in the early part of the period, it 
slid later. Overseas buyers have also 
out, adding to the lack of interest. 
index slipped back through the 500-poi 
mark on Oct. 4 when the Sydney аы 
Perth markets were closed for a holiday. 


Seoul 


The market shook off the sluggishn 
that had enveloped it since mid-August. — 
In a trading period shortened by two holi- - 
days, the composte share price index _ 
jumped 4.5 points to close the period at ^ 
163. Trading was brisk at a daily averag 
of 9.1 million shares, almost a 30% in 
crease over the previous period. Mach 
nery and construction issues gained O te 
news that 1982 would be a record year lee SE 
overseas construction contracts. Analysts — 
| expect the modest rally to be short, 
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#4 ym getting married in the morning: 

ding-dong the bells are gonna 
chime," sang Stanley Holloway in the 
musical My Fair Lady. And the bells are 
chiming all over China today as marriage 


‚Боот — and becomes more and more 


elaborate and expensive. 

Indeed, wedding receptions in recent 
years have become so extravagant that 
the government has issued a number of 
warnings to restaurants about spending 
too much money on them and has 
cautioned people to be more thrifty in 
their attitude towards getting married. 

In Shanghai, a number of restaurants 
made a big show of cancelling large wed- 
ding parties. But in the past year, wed- 
ding receptions seem to have drifted 
back to their old ways. A reception in a 
restaurant will con- 
sist of anything from 
10 to 40 tables each 
one seating 10-12 


mately Rmb 120 
(US$60) per table, 
it is not cheap. One 
important item, 
curiously, is sweets. 
The sweets might 
cost as much as 
Rmb 200 and weigh 
up to 50 kgs. 
Overall a wed- 
ding at the lower 
end of the market 
will cost a total of 
US$600 — and this 


who may be earning 
only about US$60 
а month between 
them. For the sons 
and daughters of 
high-ranking cadres and old capitalists, 
the bill might be as high as US$6.000. 
However, the greatest outlay for the 
newly married couple is not the wedding 
itself but furniture. In Shanghai, the 
average cost of furnishing a new home 
has increased in the past couple of years 
by some 25%. A couple will have to pay 
anything from Rmb 400 to Rmb 1,200 
for a set of basic units. This will include a 
double bed, a wardrobe, a small ward- 
robe, a side-table, a large dining table 
and four chairs. For those with money to 
burn there might be a sofa as well and 
perhaps a couple of armchairs. A set of 
furniture is referred to as having so many 
legs. A set of 36 legs is the basic. More 
expensive — and today's status symbol 
— is to have 48 legs and for the very rich 
(or foolish) there are sets of furniture 


` with 72 legs. 


Regardless of the number of legs of 
furniture a couple wishes to buy, the pro- 
blem in Shanghai always remains where 
to put it all. Shanghai's biggest problem 
for the newly married couple is finding a 
place to live. 





There are few private houses in Shang- 
hai; private housing in the city accounts 
for only 5% of the total housing area. 
Therefore most housing space is allo- 
cated by the housing authorities, and very 
good hou men (backdoor connections) 
are necessary to get a place quickly. In 
allocating space for a couple the au- 
thorities look at the living conditions of 
both the bride's and the groom's 
families. If they feel that there is suffi- 
cient space then the couple will live with 
one of the families. 

All in all, marriage for a young Shang- 
hainese is not something to be taken 
lightly. Once married it will be difficult 
for him or her to get divorced, and if it 
comes to divorce then the couple will 
face enormous pressure to stay together. 





Tian's cartoon: a shocking proposal. 


Cutting costs: model couple praised by the 
Chinese press for their quiet wedding. 


























The pressure comes not only from family 
and friends but also from work units and 
the courts. For a young person in Shang- 
hai marriage will come in the late 20s or 
early 30s. It will take anything up to 10 
years to save enough money for the occa- 
sion. The strictness with which the new 
birth-control regulations are enforced 
makes it almost certain that the couple 
will have only one child. To have more 
than one would mean serious difficulties 
— from losing their jobs to the stopping 
of "fringe benefits" such as health care 
and education for 
their children. 

But the pressure 
to get married and 
into some indepen- 
dent life away from 
one’s parents is 
also very strong. In- 
deed, it has become 
à пеаг-оБѕеѕѕіоп 
among the young to 
get married. It is 
Often seen as a way 
to a better and 
brighter life. The 
obsession is helped 
along by Shanghai's 
new consumerism, 
which in the past 
coupie of years 
has taken off at 
à staggering pace. 
Couples are 
brought together by 
friends, or they 
meet at their work units or, more re- 
cently, they have been able to sign up at 
one of Shanghai's two new hunyin 
Jieshao suo (marriage bureaux). 

The old days of looking at a person's 
political attitude to see how "correct" it 
was are gone, and arranged marriages, 
though they still exist, are also dying out. 
Today one finds that what counts is 
money, a good place to live and a job 
with good prospects for the future — not 
only for the couple themselves but for 
their child as well. 

The new consumerism and the blatant 
materialistic approach to marriage have 
worried a lot of people. And any young 
man proposing marriage might well be in 
for a profound shock. The cartoonist 
Tian Youkang has caught the spirit of 
the times exactly with his cartoon, Elec- 
trocuted. The young woman may well 
say yes — but first of all she unfurls her 
list of demands; her shocked suitor drops 
his flowers, aghast, and no wonder. She 
wants a refrigerator, a TV set, anelectric 
fan, a record player and a computerised 
stereo tape-recorder! -— 1AN FINDLAY 
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Martial lawlessness 
Zia-ul Haq overthrew the legal civilian 
government of Pakistan on July 5, 1977, 
claiming that law and order had broken 
down and that the country was "on the 
verge of civil war." But now, lawlessness is 
so rampant that he has had to introduce 
the death penalty for damaging public 
property. 

Even a cursory examination of the 
Pakistani press shows that daylight assas- 
sinations, murders and bank robberies 
have become commonplace. Shooting at 
policemen has become almost a national 
pastime, and Pakistan now has the dubi- 
ous distinction of being the world's 
foremost supplier of narcotics. 

The most astonishing aspect of the mat- 
ter is that there are no fewer than three 
different judicial systems operating in the 
country: civil courts inherited from the 
British and duly castrated by Zia; Islamic 
courts, and summary military courts 
which make up their own laws as they go 
along. Despite this, the law has been 
turned into solely a club to beat the law- 
abiding. The criminal has nothing to fear. 
In fact, the more heinous or blatant his 
crime, the less his chances of being 
brought to justice. 

Under Pakistani "justice" a man can 
have his hand amputated for stealing à 
pair of shoes, but there is no one to chop 
off the hands or heads of generals who 
have salted away millions of dollars in 
foreign banks. What is the point in con- 
tinuing martial law with all its attendant 
evils if the abuses allegedly prevalent in an 
elected government not only continue 
but thrive? 

Lahore K. M. AREF 


Hitting home 





MORGAN CHUA 


The photograph with Letter from Nairobi 
[REVIEW, Sept. 17], about the need to es- 
tablish a bank to assist public housing 
schemes, did not show public housing in 
Singapore. It showed the Blair Plains 
blocks, which are owned by the Port of 
Singapore Authority and used to house its 
workers. 

Ironically, in view of the subject matter 
of the letter, it was the planned demolition 
of these blocks which was a factor in the 
by-election victory of J. B. Jeyaretnam in 


m LETTERS mmm] 
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the Anson constituency last year: As I 
write, the large block on the left of the 
photograph is being demolished — the 
first of the blocks to go — to become a 
container storage area! 


Singapore M. J. CROFT 


, 

Sayle's wobbly leg 

The REVIEW provides much useful infor- 
mation about Asian politics and 
economics, but background pieces are 
often vague and based on outdated 
generalities. A good example of this is 
Murray Sayle's final article on the Lessons 
of Peart Harbour [REViEw, Sept. 3]. In it, 
he resurrects that unproven shibboleth 
that the collapse of the world silk market 
in the 1930s led to widespread hunger in 
rural Japan and “һай a lot to do with the 
spread of fascist ideas among junior offic- 
ers, mostly country-bred." 

There are a number of problems with 
this statement. To begin with, the greatest 
“hunger” (hunger is a relative term; there 
is no evidence of actual starvation in Japan 
in the 1930s) came in the northeast, but 
cocoons were produced mostly in central 
Japan. 

Secondly, raw silk prices made а соте- 
back after 1934, so that at the time of the 
coup attempt on February 26, 1936, 
economic conditions were improving in 
cocoon-producing areas. In fact, in 1937- 
38, real income per farm household 
nationwide hit its highest level up to that 
time. 

Thirdly, only 40% of the total popula- 
tion and an even smaller percentage of 
junior officers came from the countryside 
in the 1930s. (In 1920-24, 42.776, in 1926- 
30, 38.6%, and in 1932-36 only 32.8% of 
the army's military academy graduates 
came from rural backgrounds.) And an 
even smaller percentage of the radically 
fascist leaders were farm boys. 

Microanalysis not only raises questions 
about the validity of Sayle's generality, 
but also casts doubt on the conclusions he 
draws. If Japanese farmers did not suffer 
to the extent that Vietnamese and other 
peasants did, and if young Japanese army 
officers did not represent poor farmers, 
why would they appear as fellow sufferers 
in the countries they invaded? 

I have written at some length about this 
one statement of Sayle not because it is in 
itself important, but because it is indica- 
tive of a journalistic habit of building con- 
clusions on vague and  unproven 
generalities. He has built one leg of his 
analytic underpinnings on an old saw 
which is in fact quite wobbly. 

Pittsburgh RICHARD J. SMETHURST 


Voting slip 


In my story Prelude to a storm [REVIEW, 
Sept. 10] I may have conveyed the impres- 
sion that Britain in the past has abstained 
in voting on the Cambodia seat issue at 
the United Nations General Assembly. In 
fact, though Britain has derecognised the 
Democratic Kampuchea regime, it has al- 
ways voted for it to retain its UN seat. 

Bangkok RODNEY TASKER 
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Asia's liquefied natural gas (LNG) industry is a 
young one, but it now earns more in export re- 
venues for не Морис than all other tradi- 
tional commodities except crude oil. But re- 
cent years' impressive growth rates hide 
mounting problems which must: soon be 
faced. The massive costs involved in obtain- 
ing the gas, lori ا‎ into а freezing-cold li- 
quid, transporting it in special tankers and 
turning it back into gas at its destination are 
cold comfort indeed to the fuel's developers, 
who face falling prices and shrinking markets 


for LNG. The chill may well spread: a series of upsets nowthreatens 
the viability of LNG schemes in Asia to a greater extent than else- 


where — a 


them the trimming of demand projections for at 


least the next 10 years in major markets, notably Japan. Kuala Lum- 
pur correspondent Jeffrey Segal takes an in-depth look at the struc- 


ture of and prospects for the industry in Asia and analyses its costs, 


revenues and the pricing of its products. Pages 69-83. 


Cover photo: Petroleum News 
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Japanese Prime Minister Zenko 
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a scramble for the succession. 


Pages 13-14 

As a Soviet delegation goes to 
Peking, Vietnamese lea ar- 
rive in Moscow — but the journey 
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vain. 
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Papua New Gui- 
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Elizabeth — and 
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state. 
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` China to set up a TV 
station near 

China is to set up a new TV sta- 
tion in the Shenzhen Special 
Economic Zone which will be 
able to broadcast to Hong- 
kong. 

The station will screen its 
own programmes as well as 
relay material from the central 
and provincial. broadcasting 
systems, according to a report 
in the Hongkong  news- 
paper Hsin Wan Pao, which 
has close links with Peking. 
Equipment for the station will 
be imported. ;— ROBERT DELFS 


Prem will not run 
in the Thai election 


Thai Prime Minister Prem Tin- 
sulanond announced that he 
will not join a political party or 
run in the general election 
scheduled for early next year. 
There had been earlier hints 
that he would join former pre- 
mier Kukrit Pramoj's Social 
Action Party. Under the con- 
stitution, the prime minister 
does not have to be an elected 
MP and it is likely that Prem 
will be called upon to serve a 
second term after the election. 

Observers agreed that the 
decision meant that the pre- 
mier had accepted the counsel 


of civilian politicians such as 
Kukrit who believe he should 
run for parliament to 
strengthen the nation's demo- 
cratic resolve. — JOHN McBETH 


Peacock retums 

to the cabinet 

Australian Prime Minister 
Malcolm Fraser has reinstated 
Andrew Peacock їп the 
cabinet, naming him to the past 
left vacant by the resignation of 
‘Sir Phillip Lynch, minister for 
industry and commerce. Lynch 
‘said he stepped down because 
of ill health. у) ае 

Peacock had been оп the 
back bench since his dramatic 
resignation last year (REVIEW, 
Apr. 24, '81) and has been a 
constant critic of the govern- 
ment's performance. But after 
his unsuccessful bid for the 
- leadership in April he pledged 
his loyalty to Fraser. 

The government's low stand- 
ing with the electorate and its 
public differences over re- 
trospective tax legislation cur- 
rently before parliament made 








Peacock's return as soon as a 
vacancy occurred an urgent 
priority for Fraser. Peacock, 
former foreign minister and in- 
dustrial relations minister, is 
popular with voters and is a 
good parliamentary рег- 
former, both qualities which 
the government sorely needs. 
— ANNE SUMMERS 


The Cambodian coalition 
passes its UN test 

The United Nations' creden- 
tials committee recommended 
acceptance of the credentials of 
Democratic Kampuchea — 
now represented by the tripar- 
tite coalition — without a vote 
on October 7. 

Verbal protests were made 
at the committee’s meeting by 
the Soviet Union and Seychel- 
les, but six other members 
spoke in favour of the coalition 
set up by Prince Norodom 
Sihanouk's Moulinaka  Fac- 
tion, the Khmer People's Na- 
tional Liberation Front and the 
Khmer Rouge. 

Diplomats believed that the 
coalition's opponents — led by 
Moscow and Hanoi — feared 
that if they had insisted on a 


vote they would have been | 


humiliated. They forecast that 
the opponents would not call 
for a vote in the UN General 
Assembly later this month to 
contest the committee's recom- 
mendation. — TED MORELLO 


King Birendra reshuffles 
the cabinet 


In a major shake-up of the gov- 
ernment, Nepals King 
Birendra last week appointed a 
new 35-member council of 
ministers. The move is seen as 
a victory for Surya Bahadur 
Thapa, who retains the king's 
confidence and continues as 
prime minister. Nineteen 
ministers from the previous 
council were dropped, includ- 
ing Thapa’s detractors Hem 
Bahadur Malla and Narayan 
Dutta Bhatta. More than two- 
thirds of the new council are 
of the younger generation. 

But there are some veterans 
among , them Padam 
Bahadur Khatri, 68, and 
Bakhan Singh Gurung, 74. 
Thapa has given Khatri the 
foreign affairs portfolio while 
taking over defence himself. 
Bala Ram Ghartimagar takes 
charge of commerce and local 
supply, while economist Y. P. 
Pant keeps finance. Т 

— KEDAR MAN SINGH 


BUSINESS 


Singapore newspaper 
group starts trading 
Singapore News and Publica- 
tions Ltd, the newspaper hold- 
ing company formed as part of 
the povernment-directed reor- 
ganisation of Singapore's press 
earlier this year, began trading 
on the Stock Exchange of Sin- 
gapore on October 7. Shares of 
Nanyang Siang Pau and Sin 


Chew Jit Poh, the two formerly 


independent newspaper com- 
panies that merged after thinly 
attended shareholder meetings 
in August, were delisted at the 
same time, Shares in the new 
company, valued for the pur- 
poses of the merger at S$3.74 
(US$1.72) each, hit a low of 
5$3.08 the day they opened, 
and finished at $$3.16 the same 
day. On October 12 they closed 
atS$3.20. | — PATRICK SMITH 


Caltex subsidiary - 

gets Filipino boss 

The appointment at the end of 
September of а Filipino, 
Amaury Gutierrez, as presi- 
dent of Caltex (Philippines) 
leaves Mobil Oil Philippines 
the only oil firm with a 
foreigner as head. Like Mobil, 
Caltex is still wholly foreign- 
owned, whereas the other 
major, Pilipinas Shell Petro- 
leum Corp., is already more 
than 50% locally owned. 
Bringing the oil firms into the 
Filipino fold began 10 years 
ago when Esso Philippines was 
taken over by the state-owned 
Petrophil Corp., which cur- 
rently controls about 45% of 
the market for finished oil pro- 


ducts. — LEO GONZAGA 
Singapore companies 
discuss China's oil plans 


The China Nanhai Offshore 
Oil Joint Services Corp., 
formed last May to enter into 
joint ventures for the supply 
and servicing of China's 
offshore-oil development in 
the South China Sea, has tenta- 
tively accepted the first of six 
planned joint-venture con- 
tracts at the conclusion of a 
visit to Singapore. Representa- 


tives of the corporation, a joint 


venture between the China Na- 
tional Offshore Oil Corp. and 
the Guandong provincial gov- 
ernment, signed a contract for 
the provision of heavy-duty 
supply vessels with Wah Chang 
International, a Singapore- 


based engineering concern. If 
the contract receives final ap- 
proval later this year — the 









signing is one step before that 


— Wah Chang will either build 


the vessels or contract for them 
elsewhere for a renewable term 
of 10 years. The first vessels are 
required by next April. 

The Chinese officials are 
also negotiating with other Sin- 


gaporean firms, though no 


draft contracts have yet been 
approved. These include Air- 
trust (for helicopter services), 
Fitzpatrick's (for catering) and 
the Jurong Town Corp. (for 


supply bases). Participation in 


all six joint-venture servicing 


contracts is to be split 51% for 


the Chinese and 49% for the 
foreign partner. 
° — PATRICK SMITH 





Following a recent meeting of 
Indonesia's economic minis- 
ters, Information Minister Ali 
Murtopo stated that exports 
for the first half of 1982 did not 
fall drastically, as had been re- 
ported previously. Elaborating 
on the statement, Trade Minis- 
ter Radius Prawiro said oil and 
non-oil and -gas exports de- 
clined by 11.6% during the half 
to US$6.2 billion from US$7 
billion during the same 1981 
period. Non-oil and -gas ex- 
rts. declined by 16.5% to 
S$2 billion from US$2.3 bil- 
lion. Meanwhile, natural-gas 
exports jumped by 22.9% to 
US$1.8 billion from US$1.5 
billion. Thus, in terms of total 
value exports only declined by 
8% for the half to US$9.9 bil- 
lion from US$10.8 billion. 
— MANGGI YASIR, 





REAGAN MAKES HIS CHOICE 


atic wrangle Over 
Cambodia as an ominous pointer to 
ncerted dry-season military 
sive o against the Cambodian 


dismayed that repeated 
lanoi for an international 
discuss the 


The government expelled four delegates of 
the internationa Red Cross (Oct. 8). 


Jo AUSTRALIA. : 

T Andrew Peacock was-appòinted minister 

for industry and commerce after Sir Phillip 
nch resigned (Ocr. 11). : 


ANGLADESH 


Lawyers boycotted the Supreme С 'ourt and : 


courts to protest a 1 
the judicial System (Oct. Ti 


,000 extra policemen have heen Fı re- 
te (Oct. 12). 


Foreign’ Ministry Official said itie j 
of China's sovereignty over Hong- 
the mainten- |. 


st take precedence ove 








ions General A 
Oi's stand was still that 
10t pull out of Cambodia un 
aguely defined Chinese thre tt 
ietnam had disappeared. 


iplomats monitoring Indochina | 


ow think that after the general 
assembly 
bodia's dry season, Vietnam 


| will explain that i its military - 


reluctantly after 


-| the failure of its Somatic 
overtures. 


newspaper Nhan 

or. Hoang Tung, 
well known for his lengthy briefings 
to foreign visitors, earlier this year 
handed over the editorship of the 
daily, which he is hought to have 
assumed in 1955 
virtually unknown figure Who: 


INDIA 


Bangladesh's йу ruler Lieut-Gen. Н. 
M. Ershad arrived on an official visit. Presi- 


dent Zail Singh underwent a successful heart : 


by-pass operation at the Texas Heart Institute 


(Oct. 6). India and Bangladesh reached an in- ] 
terim agreement on. the sharing of the: 


Ganga's waters (Oct. 7). At least four people 


| died and about 100 were wounded: when 
‚ police opened fire on Sikh demonstrators. try- 
ang to storm parliament (Oct. 1). 


INDONESIA . 


-President Suharto монеа a 17- ae ‘work 


- tour. Atleast 43 people died of cholera i 
"East Kalimantan, a health official said (Oct: 
6). The Galunggung volcano in West Java 


erupted again, Aeros at least 60 hou 
(Oct. 8). : 


JAPAN- 
Pri 





became an alternate member of th 
central committee at the fifth party 


congress. The change does not seem 


to signal a demotion, however, at 
the congress Tung was appointed 


the important party secretariat, t 


0-man body which hand day H to- 
iness for the polit 
vho like та 


and with the beginning of | _ 


| uppliers 


| reviews supply tend. 
stock, track and ot 


system. Work « on the oie 
begin late next year. The 
government has confirmed a Short 
list of consulting engineering firms 
~~ and two-of the five under ^ ° 
consideration are British. They a 
Freeman Fox and Mott Hay and 


Anderson; the latter has taken 


in recent feasibility studies for th 
mass transit system. à 


Negri Sembilan. state assembly 


‘PHILIPPINES 
Mayor of Мох 


wV ladimir Promysiov had 





The secret of 


66 Do you know why some 
papers are white and. some are 
not? The difference is in their ti- 
tanium dioxide content. If you 
look at а piece of white paper 
through an electronic micro- 
scope with a magnification of 
100,000, you i$ gan that КЕШЕ 
between and on top of the paper fibres 
there are innumerable small titanium 
crystals. These crystals throw the light 
back and so make the surface look 
white. The richer you want the white, 
the more titanium dioxide you need. 
The substance that makes paper 
white also makes it possible for paint to 
have dyeing and coating үре А 
covering paint film can be incredibly 
thin — even less than 0.1 mm. is enough 
with modem paints. However, to get 
such a small value you need the best ti- 
tanium dioxide. Just like Kemira's 
Finntitan. 99 


PANU TALVITIE, LABORATORY MANAGER, 
KEMIRA MINERAL CHEMISTRY 


TURNING STONE TO PAINT 
We are always finding new uses for 
the white powder ground from the 
black ilmenite stone of iron mines. In 
addition to paper and paint, there are 
many other uses for this powder. Just 
look around you: 

Titanium dioxide makes the 
plastic of your coffee cup opaque 
and the color of your telephone deep 
and bright. It gives a brick wall a deep 
yellow shade. It makes your tooth- 
paste brilliant white, gives your cigar 
ash an even grey color. 
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Its very possible that all those 
objects contain Kemira’s Finntitan, 
because we are one of the largest ex- 
porters of the substance in the world. 
A more colorful environment, paints 
that last longer and protect better — 
they are Kemira’s research areas. 


THIS IS KEMIRA 

Kemira is a Finnish multi-product 
chemical company and one of the 
world’s leading manufacturers of ti- 
tanium dioxide and fertilizers. We 
want to do more than just sell our 
products: we want to solve our 
client's whole problem. 

Kemira has specialist knowhow 
in the important branches of the 
chemical industry. We develop prod- 
ucts that improve the output of food 
and other basic human needs. 

But we are not too large to ig- 

nore problems of a smaller size. Ke- 
mira uses the chemical industry to 
solve our clients’ problems. What is 
your problem? 
Kemira Oy, Fertilizer Division: fertilizers, 
pesticides. Industrial Chemicals Division: 
industrial and specialty chemicals. Safety 
equipment. Säteri: viscósè fibres. Mineral 
Chemistry: titanium dioxide. Vihtawalori: 
explosives. Technical Experts::complete pro- 
jects. Tumover 1981: USS 750 million. 
Personnel: 6,800. For further information, 
please write to our Director-General: Mr. 
Yrjö Pessi, Kemira Oy, Malminkatu 30, 
00100 HELSINKI 10, Finland. 


wy 
AS KEMIRA 
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The 


By Mike Tharp and Hikaru Kerns 
. . Tokyo: Discouraged by dwindling popu- 
Jar and political support, frustrated by 
` Japan's persistent economic problems and 
__ stung personally by critics’ charges that he 
was partly responsible for them, Prime 
Minister Zenko Suzuki said on October 12 
that he would not run for re-election as 
- president of the ruling Liberal Democratic 
Party (LDP), the post which carries with it 
the prime ministership. 
Although his unexpected decision 
‘Caused immediate political confusion over 
|_ а successor, no substantive changes in 
- | Japan's foreign and domestic policies аге 
expected. Leaders of the LDP, which has 
^ held power without interruption since 
^ 1955, quickly met to’ pick one of half a 
` dozen candidates as party president. Since 


А 
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Pe 


Suzuki after announcement; under fire. "9% * 


the LDP enjoys healthy majorities in both 
the lower and upper houses of parliament, 

„its president automatically becomes prime 
- poo Minister. The new man will not Бе for- 
mally elected until, November, but the 
LDP seemed likely tó select Japan's 16th 
post-war prime mifiister, and its sixth in 
the past decade, by October 18. 

The factional infighting which contri- 
buted to Suzuki's surrender will deter- 
mine the party’s choice, and the rivals for 
power began jockeying for position in the 
private sessions that are ран of Japanese 
2 democracy. Yasuhiro Nakasone, 64, head 
of the government's Administrative Man- 
agement Agency appeared to take the 
` _ lead early in the гасе. Nakasone, who 
М ^ comes from Gumma prefecture, northeast 

of Tokyo, has spent many years in the 
lower house and has held several cabinet- 
level posts, as well as senior party jobs. He 


332 
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has been in the running for the premier- 
ship before: in November 1978 LDP 


primary election, he finished third behind: 


the late Masayoshi Ohira and former 
prime minister Takeo Fukuda. 


Analysts believe Nakasone could be the, 


victor because of support from Suzuki апа 
his faction, coupled with that of ex-pre- 
mier Kakuei Tanaka, Japan's most in- 
fluential politician and head of the LDP's 
largest faction. With Nakasone's own 
group, the three men control about 60% 
of the party's 421 seats in the upper and 
lower houses. “Nakasone seems favoured 
because Tanaka seems to support him," 
said Takuo Hayashi, a political commen- 
tator. “Не is easy for Tanaka to handle — 
just like Suzuki was." 

Nakasone has been one of the more col- 
ourful figures on Japan's political stage. 
He has used his former tenure of the Japan 


M ——— 


criticism by those who saw him as 
Tanaka's puppet — and the party presi- 
dency could go to another figure less be- 
holden to a man now on trial for accepting 
bribes in the Lockheed Aircraft Corp. 
scandal (REVIEW, June 18). Two names 
figuring most prominently after that of 
Nakasone were those of Toshio Komoto, 
71, director-general of the Economic 
Planning Agency, and Minister of Inter- 
national. Trade and Industry Shintaro 
Abe, 58. 


omoto had already announced his 

candidacy for the LDP presidency, and 
there are not many political opportunities 
left for him. His strongest point, according 
to Rei Shiratori, president of the Institute 
for Political Studies in Japan, is that he 
could *most change the policies and politi- 
cal posture of the LDP represented by 





n 27 
The challengers: Komoto; Abe; Nakasone. 


Defence Agency portfolio as a platform 
from which he appealed to those who be- 
lieve that Japan should reassert its na- 
tional pride and assume its international 
responsibilities by rearming and assuming 
a bigger share of the western Pacific de- 
fence burden. However, this populist ap- 
proach to emergent nationalism was large- 
ly discounted as opportunism by the tiny 
band of true militarists. 

Should Nakasone become prime minis- 
ter, he would undoubtedly be more recep- 
tive to both internal and external pres- 
sures to rearm (page 25). But the combi- 
nation of the limitations imposed on de- 
fence spending by Japan's huge budget de- 
ficit, his own highly evolved instinct for 
political survival'and the necessity to rule 
by a consensus formed of LDP factions 
would, it is thought, mean there would be 
little change in Japan's defence posture. 

Nakasone's victory is, however, far 
from certain. Tanaka's influence could 
backfire — Suzuki came under increasing 


Suzuki" — in other words, present a new 
political face. 

Ironically, Komoto's weakness is that 
many Japanese corporate executives do 
not favour his Keynesian economic 
policies. "He differs from the major busi- 
ness-community leaders now," explained 
an economist for Keidanren, the federa- 
tion of economic organisations. “We don't 
believe we can expect high economic 
growth from stimulating fiscal spending.” 

Abe has the support of his influential 
father-in-law, former prime minister 
Nobusuke Kishi, who has said that this 
LDP election will be his last public ser- 
vice. Abe could also count on the backing 
of Fukuda, assuming Fukuda declines to 
seek the top political job again as a 
caretaker. For some years Abe has tried to 
avoid mistakes by not taking initiatives. 
He has not committed any grievous er- 
rors, but then again he has not made any 
single memorable policy decision. 

The emergence of a dark horse — a re- 
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assive "budget deficits and re- | 


venue shortfalls and. an entrenched : 


bureaucracy which so far has resisted ef- 
forts to streamline Japan's administrative 
structure: - 

Suzuki had staked his reputation on the 
reconstruction of public finances through 


administrative reform, but the nature of 
| the problems and his own slumbrous ap- 
| proach to them prevented their solution. 


Recently, he was forced to admit that 
Japan's fiscal situation had reached what 
he called “a state-of emergency,” 
claration widely’: misinterpreted in the 


West as an admission that Japan's econ- 


omy was on the skids. (The official gov- 
ernment forecast for real growth of gross 


.national product during the fiscal year 


which ends next March 31 has been trim- 


med to 3.4% from its original 5.2%, but 


most :private-sector- economists’ believe 
that growth will be 2-376.) 

Although the announcement by the 70- 
year-old prime minister that he was step- 
ping down ‘caught most Japanese by sur- 
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TEST TUBE BABY 


prise; he: had told friends several times 
‘during the past two years that he would. 
"not run for re-election. Terming his selec- | 


a de- 


-with Peking emerc 


ne 
coverage by Soviet medii 


By Mary Wisniewski 
Moscow: The Soviet people have not 


с been told by their state-run medi a 
. exploratory Sino-Soviet 


place in Peking. But car 
paper readers and TV vi 
that sométhing is going oi 
of strident anti-Chinese 


‚ Soviet people. cannot fail’ 


small, but increasingly frequent, 
of Chinese. domestic developmen 
their daily press. 

On the eve. of Soviet President 


: Brezhnev’ 's visit to Baku in. the: 


Asian republic of Azerbaijan in late 
tember, when he repeated his call to re: 
tablish: talks with the Chinese, the à 
Soviet TV viewer noticed a rare rep 
During the main evenin news, а а 
China was projected ; 


: reader, who read a Tas: 


port datelined. Peking. The Tass 


‘which was also published. 


party newspaper Pravda two lays. 
told of reconstruction’ work at.C 
largest car plant. 

Tass, quoting . China's. Xinhua’ 
agency, reported that the plant had 
built with the help of the Soviet 
and has been producing. vehicles 
1953. It was the first time in rec 
Soviet observers say, that 


arts i in ‘Chita — the first tim i 
yan that a Chiesa TV 


i tion in 1980-a-windfall, Suzuki told опе | 
veteran: Diet member shortly: after. his 
election: “My mission is to be the bridge | 
before handing over the burden to the 
younger generation." 

It is likely that the pomp and panoply of 


pressed desire. for: inm ы the 
LDP will probably have a moderating in- 
fluence. “То most people in the LDP, his 
decision [not to run] was admirable and he 


sought to avoid conflict,” said one LDP 


er-house mer nber; “Thus his will must 


- power temporarily changed this attitude, . 
but as criticism mounted steadily in recent 


: months; Suzuki privately committed him- 
self to resigning. The imminent prospect 


of facing condemnation by members of. 


the Supreme Advisory Council, an infor- 


mal body of LDP elder statesmen, doubt- 
ision, buthe kept it to 


less hastened hi 
himself. As«rec 


ntly as last weekend, 
young aides 1 


г | former senio b 


used to puri between 

official press, however, and have n 

distinct change in the official attitud 
Brezhnev's first approach. to 

Chinese came in a policy address 


vealed no chang in Soviet 
towards the ig 








ch — in his Baku ee — the word 
pue to d gone out to the ee 


cal matters. inti the second wee 
ks in Peking, a speech by a Soviet offi- 
1 at a communist party conference on 
logical questions. showed the new 
position on China: 
onstantin Rusakov, secretary of the 
tal committee and. the. тап who 
pervises the party s relations with com- 
nist parties. in other countries; criti- 
] the Chinese leadership for holding, 
| he termed anti-Soviet positions. But 
akov also repeated the appeals for 
alisation of relations that Brezhnev 
made, on. three earlier occasions. 





st is known; it eon- 
avour of normalising 

















rezhnev, put the. ball 
ly i in the Chinese court. “The future 
show.” he said, “to what extent. the 
dership is ready for a real i im- 
ent of relations with our country.” 
ders аге waiting to see the next 
ve — and while they wait they 
to: cut back. temporarily, if 
"halt. the flow of anti- 
ü 











| time ago, in response to a long- standing 
' Soviet. invitation. The delegation маз, 7 


с са to a group 
visitors in шин 1978, Th 


the head of state, Truong Chin 
Officially, the visit was organised s 


however, unusually high-ranking © 


Chu Huy Man; Foreign Minister (and al- 


‘ternate politburo. member) Nguyen Co 


Thach; and three other officials, all: mem- 
bers of the central committee. It had no 

avowed. mission and was announced only 
shortly before its departure. These factors 
have led to speculation that Hanoi wanted 
to have urgent talks with its Soviet allies, 
either about a possible Sino-Soviet rap- 
prochement or about aid. Most evidence 
SO far seems to support the second 
hypothesis. —. 

And though the Vietnamese are show- 
ing themselves to be as. impervious as 
usual to Soviet advice, this i 15 an uncom- 
fortable position for a country as indepen- 
dent as Vietnam to find itself in. Relations 
between Vietnam and the Soviet Union 


soviets sf to reassure a Уйа that the Sino-S viet - 
- cd will not affect Moseon s ties with Напої 


i h vulnerable V Vietnam; 


ps euni 
legation y were in 
bothsides termed an official, 





-tance of China at the Б 


tions with China.” 


Brezhnev himself b 
uring Chinh. “The quespon f our. rela- 


naturally, «among the. major. subjects 
which we discussed . . We have the same 
viewpoint on this issue — we favour nor- 
mal, good- -neighbourly relations with 
China.” - Chinh echoed Brezhnev's words 


Socialist. Republic 


i People's Republic 


He added, however 


.| buted in large measure to the Vietnamese 






Chinh, another politburo member, Gene 





‘President Leonid Brezhnev. Although - 
| there may come a time when the Soviets 


mas to: them. О 


out the impor- | 
uet speech hon- 













are officially portrayed as close and cor- 
dial. Chinh, for example, told his Soviet 
hosts last week that their aid had contri- 


‘victory against the United States. - 






nist Party, which was for a 
ile in the colonial government the Viet- 

















he unwillingness of either Mos- 
cow or Peking to allow the mining of 
Haiphong harbour by the Americans to 
stand in the way of detente with the US led 
the Vietnamese party newspaper Nhan 
Dan to comment acidly that detente Рос 
sued “to serve one’s narrow interests" 
“advantageous to the enemy". and "disad- 
vantageous to the revolution." 
In recent. vea “divergences between 
Hanoi and Moscow have been less appa-. 
rent, though Soviet diplomats rarely 
bother to hide their irritation at Vietnams: 
decision to invade Cambodia, a subje 
which seems to have cropped up aga 
during the talks between Chinh and Soviet 








will feel that their relationship with Hanoi 
has to be sacrificed i in favour of better ties 


servers noted that 
the Soviet president, being careful not to 
say anything hat c cot dd harm the budding 
Sino-Soviet di fr 









ion t respective relations 
with Peking. Both Brezhnev and Chinh, 
Tass said, “hold that giving more normal 
character. to the relations — not to the de- 
triment of third countries, naturally —. 
would meet the interests of the Soviet 

























forts to inp шон with China. The |. 


regular Vietnamese appeals for reopening 
negotiations tend to fall on deaf ears. 
While Peking rejected a Vietnamese 
proposal for a truce on the border to allow 
both countries to celebrate their national 
days without interruption, sources close to 
Hanoi say with some satisfaction that the 
proposed truce period — late August to 
October 6 — passed fairly quietly. 


W hile Chinh seems to have taken the op- 
portunity last week to find out what 
Moscow has in mind regarding China, and 
received from his hosts the customary 
reassurance that any rapprochement with 
China would not occur *at the expense of 
third countries," the main subject of dis- 
cussion — and Vietnamese concern — ap- 
peared to have been aid. 

The fourth anniversary of the Vietnam- 
ese-Soviet treaty of friendship, November 
3, threatens to be rather a hollow occasion 
if Hanoi cannot announce a clear aid com- 
mitment by the Soviets. In fact, the close- 
ness of the anniversary may have been one 
of the factors that determined the timing 
of the Chinh visit. For Several months now 
Hanoi has hinted that Soviet aid for the 
current five-year plan will exceed substan- 
tially the amount for the preceding plan. 

Commentaries and, Statements about 
the Chinh visit also indicated that Moscow 
would be making a large commitment. 
The aid is, however, very late: the current 
five-year plan (1981-85) is rapidly ap- 
proaching the end of its second year with- 
out a clear indication of the size of Mos- 
cow's contribution. Soviet aid to the 1976- 
80 plan is believed to have amounted to 
US$3 billion and to have been finalised 


day into Vietnam, and may be taking a 
long, hard look at this almost one-sided fi- 
nancial arrangement. Vietnam owes the 
major part of its non-convertible currency 
debt to the Soviet Union. The terms of 
bilateral trade are overwhelmingly in 
favour of Moscow. But the millions of rou- 
bles pouring into Vietnam daily are sup- 
porting the occupation of Cambodia while 
Vietnam's economy reportedly worsens. 
Observers point to signs that Moscow may 
be tiring of Vietnam's apparently endless 
ability to swallow up economic aid. 

Chinh left Moscow after his talks for 
what was described as a few days of rest in 
Kiev in the Ukraine. A lengthy joint com- 
munique, released by Tass, followed his 
departure. China, perhaps the thorniest 
topic discussed, was not mentioned in the 
communique. The omission-is seen as a 
careful compromise acceptable to both 
sides. 

The Soviets, eager not to hurt the 
Peking talks, apparently chose not to 
mention China by name. The Vietnamese 
leadership, which views China in harsher 
terms, could clearly interpret the phrase 
"hegemonistic forces" as a reference to 
China. 
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several months before the start of the 
plan. When Chinese aid to Hanoi was cut 
off in 1978, Comecon — the Soviet bloc 
economic organisation — assumed re- 
sponsibility for the 21 major Chinese aid 
projects. 

The delay in funding the current plan is, 
however, partly Vietnam's fault. Intense 
debate over economic policy prevented 
the formulation of a five-year plan in time 
for the party congress in March. In what 
was probably an unprecedented move, the 
congress passed по resolution оп 
economic issues and party members were 
later told to treat the figures offered for 
the plan at the congress as guidelines. 

There is some suggestion that Chinh 
took. a completed plan with him to the 
Soviet Union. If true, this would deepen 
the Vietnamese disappointment at Mos- 
cow's failure to announce a concrete aid 
plan. It seems quite clear that Brezhnev 


make ee fy to be generous with 1 
aid this time. The Soviet party chief refer- - 


red pointedly in the Kremlin talks to the — 


"considerable problems and deficiences" 
in the Soviet economy. 

Inefficient use by Vietnam of Soviet 
aid, a frequent complaint in the past, came 
up once again in the talks. More striking, 


however, was the Soviet Union's blunt _ 


urging of Vietnam to reach a settlement of 
the — Asean-Indochina 
"During the Soviet-Vietnam talks," à 
Vietnamese-language Moscow radio com- 
mentary said, “it was pointed out that it is 
an indispensable necessity to stabilise the 
situation in Southeast Asia." 

Soviet support for Vietnam and In- 


confrontation. - 


dochinese initiatives for peace were men- _ 
tioned at length. Absent, however, were 


any expressions of support for the Viet- 
namese military operations in Cambodia. 
Even more pointed was the broad hint 
that Vietnam would have economic dif- 


ficulties — and thus perhaps the Soviet ў 


Union would have to bail it out grudgingly 


— as long as Hanoi remained at war. The _ 
Vietnamese need a stable lasting peace, — | 
the commentary added. Only with thiscan _ 
the Vietnamese devote all their human ` 


and material resources to resolve Viet- 
nam's economic and social problems. 


- Given the absence of a clear aid com- — 


mitment, and the apparent lecture over 


Cambodia, it is little wonder that the Viet- _ 


namese evaluation of the trip seemed 
slightly restrained. Hanoi tends to de- 
scribe activities with which it is pleased as 
fine or brilliant successes. A Nhan Dan - 


editorial at the end of the trip, however, _ 


began simply: “Our party and state dele- 
gation's official friendship visit to the So- 
viet Union has concluded successfully." 


International Real Estate Seminars 
Presents the Third Annual Asian Seminar Tour 


INVESTING IN UNITED STATES 
REAL ESTATE —1983 


FEATURED SPEAKER 

Christopher A. Combs, J.D. 

Tax Attorney * Real Estate Agent * Syndicator of 
Real Property • Bar Association President «Former 
Law Professor * Former Marine Corps Captain 


TOPICS: Acquisition and Financing of Investments • Required U.S. Government 
Reports * The New U.S. Foreign Investment in Real Property Tax Act * Tax Treaties and 
Tax Havens * Status of Immigration for Investors under New Law * Investment ` 


Opportunities in Sunbelt States 


6:00 p.m. to 10:00 p.m. 20 


Tokyo Prince Hotel 
Tokyo 


Jakarta Hilton Hotel 
Jakarta 


Register Directly to: 
IRES, LTD. 
2202 East Camelback Road #114 
Phoenix, Arizona 85016 U.S.A. 
(602) 955-3170 * Telex #165782 


Manila Hotel 
Manila 
Monday, November 22,1982 Wednesday, November 24, 1982 


Duesit Thani Hotel 
Bangkok 
Monday, November 29, 1982 Wednesday, December 1, 1982 


Kuala Lumpur Hilton 
Kuala Lumpur 
Friday, November 26, 1982 


Sheraton Hong Kong 
Hong Kong 
Friday, December 3, 1982 


Tuition: $150 (U.S ) or Local Equivalent 
Payable at the Door 
Includes Seminar Materials 
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By John McBeth 


-Khao-i-Dang, Thailand: Each morning 


in Phnom Penh, Vietnamese Ambassador 


` Ngo Dien or the senior adviser directly be- 


neath him arrives at the riverside Cambo- 
dian Foreign Ministry building carrying a 
stack of telegrams from Hanoi. Ushered 
into the office of 32-year-old Foreign 
Minister Hun Sen, the envoy reads 
out the contents of the cables, in effect in- 
structions on how to resolve specific issues 
and what position to take on world events. 

The minister or, if he is not there, vice- 
ministers Kong Korm and Prach Sun, will 
pass on the directives to the relevant chair- 
men of the ministry's 14 departments 
where another 15 Vietnamese advisers 
supervise the day-to-day work of assorted 
Cambodian officials who often have no- 
thing more to contemplate than the bare 
wooden tops of their desks. 

This picture of a cardboard cut-out 
Heng Samrin administration is painted by 
Dy Lamthol, 33, Sen's former personal 
secretary and а former chairman of the 
Foreign Ministry's American and West 
European department, who defected in 
May and was nudged into public view last 
week. Lamthol was vice-chairman of the 
department in late 1979 under Prom 
Eang, who defected last month from his 
post as head of Phnom Penh's information 
office in Stockholm. 


A civil service defector tells how the Vietnamese pull the 
strings in Phnom Penh and keep a stranglehold on the country 


He says the telegrams come from B68, a 
shadowy unit attached to the party 
machinery in Hanoi, which is responsible 
for the administration of Cambodia. Thai 
intelligence sources claim the unit is di- 
vided into two parts, one codenamed A40 
dealing with the country as a whole. and 
the other called A50 handling affairs in the 
Phnom Penh area. Little else appears to 
be known about its functions and Lamthol 
could give no estimate of the number of 
advisers who work under its direction and 
are spread through the ministries. 

He leaves little doubt, however, that it 
is B68 which pulls the strings. Asked if 
Cambodian Foreign Ministry officials 
ever initiated policies or statements of 
their own, Lamthol replied: “Мо, every- 
thing is coming from the Vietnamese." At 
three ofthe Indochinese foreign ministers" 
meetings which he says he attended, the 
declarations had already been drawn up 
by the Vietnamese and were merely rub- 
ber-stamped by the Lao and Cambodian 
representatives without discussion. And 
on occasions when he and other officials 
were required to talk to foreign diplomats, 
they were armed with Hanoi-composed 
instructions in either French or English, 
never Khmer. 

Lamthol identified some top Foreign 
Ministry figures who ‘are Cambodian 





Sen: following orders. 





Communist Party members: Sen, Vice- 
Foreign Minister Korm, the ambas- 
sadors to Hanoi, Cuba and Moscow, and 
Pen len, the little-known head of the 
ministry's organisation department who 
defected to the Vietnamese with Sen in 
1977 and is now responsible in his current 
position for personnel and ideological 
training. Surprisingly, Second  Vice- 
Foreign Minister Sun is not a member. 

The party membership is small by any 
standards — roughly 700, according to a 
statement by politburo member and Plan- 
ning Minister Chea Soth in July last year 
— but if what Lamthol says is correct, 
Foreign Ministry representation is proba- 
bly the lowest of any of the ministries — 
probably logically so, given the greater 
importance attached to strengthening in- 
ternal control. 





a 
The queen: a-clean break. 





PAPUA NEW GUINEA 


Hail and farewell 


Plans to appoint a president are mooted as 
the British queen visits Papua New Guinea 


By Rowan Callick 

Port Moresby: As Papua New Guinea 
was preparing to welcome Britain's 
Queen Elizabeth last week, it was re- 
vealed that the nation's parliament will 
debate next month a proposal to *depose" 
her as the nation's head of state by becom- 
ing a republic. The proposal came from 
the general constitutional commission set 
up by parliament four years ago to review 
the country’s constitution. 

"After hearing views at public meetings, 
and receiving written suggestions, the 
commission decided to recommend that 
the nation stay in the Commonwealth, but 
appoint a Melanesian citizen of Papua 
New Guinea as president. The British 
queen — represented by a governor-gen- 
eral — has been head of state since the 
country received independence from Aus- 
tralia in 1975. She was due to arrive in Port 


Moresby on October 13 for a two-day visit 
before going on to the Solomon Islands, a 
fellow Commonwealth member which has 
also been debating electing a president. 

The constitutional commission said in 
its report: “We accept the queen as head 
of the Commonwealth, which we are and 
will continue to be a member of. We will 
continue to show her respect and affec- 
tion, and welcome her and her family with 
our traditional hospitality. But the present 
ties with the Queen of England have re- 
ceived little support from our people. 

“They see no reason why Papua New 
Guinea should not make a clean break 
with its colonial umbilical chord and es- 
tablish its own head of state." The com- 
mission would like to see the president 
elected, like the current governor-gen- 
eral, by parliament. 
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ficials in a 3,000-strong corps or 
which acts as a link between the 
society and which serves as a pool of can- 
didates for eventual party membership. 
His inclusion in the group was due no 
doubt to his relative seniority as a member 
of the first group of officials to enter the 
foreign service after the Vietnamese inva- 
sion. 

Typically, his short-lived career as a 
bureaucrat began when he travelled to 
Phnom Penh in early 1979 from Kratie, 
where he had survived the Khmer Rouge 
reign of terror by working in the ricefields. 
Lamthol says he joined a so-called intel- 
lectuals’ association and from there was 
chosen to attend a two-week course at the 
Ministry of Propaganda’s political school. 
He was then assigned to work in the 
Foreign Ministry and underwent a two- 
month diplomatic and political course be- 
fore being chosen as vice-chairman of the 
American and West European depart- 
ment. 


ntrants in the second and third groups 

were, for the most part, relatives of those 
already working in the ministry and the 
method of recruiting new officials since 
then has been more on the basis of 
nepotism than any other criterion in a 
country where execution and exodus has 
left only a trace of the former educated 
elite. 

A medical student during the early 
1970s with a halting grasp of English and 
French, Lamthol is representative of 
those inadequately trained officials who 
now find themselves in positions of au- 
thority, their work seemingly under the 
constant supervision of the men who put 
them in power. He has little regard for 
Sen's intellect and ability, after serving as 
his secretary for three months and travel- 
ling with him to Poland, Nicaragua, Cuba, 
Angola, Yemen and Laos. 

However, that could be due to what 
would seem to be the main reason for his 
defection: the minister's opposition to him 
divórcing his first wife and marrying 
Neang Seda, 33, a former second secret- 
ary at the embassy in East Germany who 
escaped with him along with her two sons 
from а previous marriage. 

He resigned from the ministry in 
November last year and quietly slipped 
out of Phnom Penh in March for what was 
to be a two-month trek to the Thai border. 
Only half a dozen Samrin functionaries 
are known to have defected, the most 
senior being a deputy provincial governor 
who crossed into Thailand last year. But 
diplomats say they believe many more 
have deserted their posts and used bribes 
and false names to conceal their past and 
pass unnoticed into refugee camps along 
the Thai-Cambodian border. 

Those who have been identified have 
inevitably given the continued Vietnam- 
ese occupation of Cambodia as the reason 
for their defection. Lamthol claims most 
of his colleagues in the Foreign Ministry 
chafed over the way the Vietnamese con- 
trolled the government, but he says they 
are afraid to protest. s 
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THE MOST DEMANDING 
BUSINESS TRAVELLERS 
STAY WITH US. 


Believe us, Mr Experienced Traveller... if you've seen one, 
you haven't seen them all. 

The future is here. 

We're sure you'll agree, the moment you step into the towering, 
sky-lit, 14 storey Atrium of the Pavilion Inter-Continental. 

In a 21st century, glass-walled elevator, gazing out and down 
on spectacular gardens, you'll rise to your sumptuous room. 

If you can bear to start working immediately, we're ready 
to help, with everything from translation services and business 
contacts to private offices within the hotel. 

And when you're ready to relax...aah! We have food ranging 
from the Chinese delicacies of our Summer Palace Restaurant to the 
haute cuisine of our astonishing replica of Maxim's of Paris. Plus 
the finest hotel shopping center in Singapore. 

Don't you owe it to yourself to sample the best there is? 


THE 


PAVILION 
INTER” CONTINENTAL 


One of more than 80 great Inter-Continental hotels around the world. 


For reservations, call your nearest travel agent or Inter-Continental Hotels. 


MCRVIC4152 
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The б дате 


The economy and Mrs Bandaranaike's civic rights are major 


issues in the election but statistics provide most interest 


By Manik de Silva 

Colombo: The campaign for Sri Lanka's 
first presidential election, now in its final 
stages, has gathered momentum, with 
President Junius Jayewardene running on 
the economic performance of his govern- 
ment since 1977. His main challenger, 
Hector Kobbekaduwa of the Sri Lanka 
Freedom Party (SLFP), has been 
capitalising on the issue of the deprivation 
of civic rights of SLFP leader Sirimavo 
Bandaranaike by the Jayewardene gov- 
ernment. But the main campaign argu- 
ments centre on statistics. 

Jayewardene's confidence in retaining 
office is largely rooted in statistical evi- 
dence. Since independence his ruling 
United National Party (UNP) has polled 
more votes at every election than it did in 
the preceding one, regardless of whether 
it attained power. In terms of its share of 
the total vote, too, it has gained in all elec- 
tions since 1956 with one exception. That 
was in 1970, when Mrs Bandaranaike 
routed the UNP, reducing it to 17 seats in 
parliament. Even then the UNP shed only 
1.7% of its share of the total vote. 

But the SLFP has also been increasing 
its share of votes at successive elections, 
except in 1977 when its share fell steeply to 
29.7% from 36.9% in 1970. And another 
historical trend could stand in the SLFP's 
favour. In six general elections since 1956, 
the ruling party has been defeated. The 
upcoming election on October 20 is, of 
course, the first time that the whole coun- 
try is voting as a single electorate at a pre- 
sidential election. But the numbers game 
is being assiduously played in Colombo. 

‘Both major candidates are conscious 
that the minority Tamils, concentrated in 
‘the arid northern province, can play a vital 
part in a closely fought election. Jayewar- 
dene's appeal to the Tamils of Jaffna was 
very simple. “I want you to take part in 
this election,” he exhorted. “Vote for any- 
body you like. That is your business. But 
vote, because that is what the sovereignty 
of the people is all about’. . . The candi- 


- date who collects 5096 6f the vote at this 


“election will be the wiHhër. There are 8 
-. "hihilliori voters on the list iid I think 7 mil- 
“Aion will vote. So anybody getting 3.5 mil- 


mw 


lion votes would hai Won on the first 
count." 

He said that the UNP had polled 3.2 
million votes at the last general election in 
1977. So all he needed was 3-400,000 votes 
to reach the 3.5 million mark. “Tf all of you 
vote for me, you will give me those 3- 
400,000. If you don't, I will find them 
Somewhere else," he declared, adding: 
"The SLFP polled only 1.9 million votes in 
1977. They need 1.6 million more to win 
this election. Even if all of you vote for 
them, they cannot get that." 
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Kobbekaduwa followed Jayewardene 
to Jaffna. He too attracted large crowds. 
“1 come as a friend," he tofd his meetings, 

"there is nothing that I have to fear from 
you." He also had a strong campaign ad- 
vantage, being able to reach the Jaffna 
farmers, who remembered that their chilli 
and onion crops fetched high prices during 
his tenure as Mrs Bandaranaike's minister 
of lands and agriculture. 

The SLFP's main campaign pledge is 
that Mrs Bandaranaike’s civic rights, 


Jayewardene inaugurating campaign; de Silva: 
questions over a candidate. 
































[sores oi is pce to res restore her 


franchise, dissolve parliament im- 
mediately after the election, and permit 
her to lead the SLFP at a general election. 
He has also pledged that he will ensure 
that the constitution is amended so that 
real power will be stripped from the presi- 
dency and returned to parliament and the 
prime minister. 

A complicating factor for the SLFP in 
this election is the role played by Mrs Ban- 
daranaike's son, Anura, who had hoped 
for the party ticket (REVIEW, Oct. 8). He 
lost out mainly because he defected from 
his mother's faction last year (REVIEW, 
Sept. 4, '81) though he returned to the fold 
in April. For the first two weeks of the 
campaign, the 33-year old heir-apparent 
to the SLFP leadership kept off the Kob- 
bekaduwa campaign, angered that his 
supporters were being kept out of impor- 
tant organisational slots. 

The wrinkles were apparently 
P i smoothed and he later appeared at 

a Kobbekaduwa meeting — but he 
d then made а speech which the UNP 
seized with glee. “Kobbekaduwa is 
on a temporary contract,” he told 
the meeting at Balangoda, his 
mother's birthplace. Referring to 
Kobbekaduwa's pledge to revert to 
the pre-1977 system of government, 
he said oneé'that contract is fulfilled 
Kobbekaduwa’s “task will be 
done.” 

This speech raised hackles within 
the Kobbekaduwa camp. Although 
it desisted from directly attacking 
him, the Moscow-aligned сот- 
munist party, which is backing the 
SLFP candidate, launched what 
Anura described later as a "foul 
tirade against me." The party's 
newspaper, Aththa (Truth), ac- 
cused Anura, whom it sarcastically 
labelled the “little master of the 
manor," of engaging in childish talk 
and pointedly said: “We wonder 
whether he should be asked . . . the 
question, Are you in this fi ight to 


=| defeat JR [Jayewardene] or Kobbeka- 


duwa?" 

The SLFP candidate, in addition to 
fending off blows from his own party, is 
also contending with a sustained campaign 
by the veteran leftist leader, Colvin de 
Silva, who is also in the race. De Silva had 
unsuccessfully tried to be joint opposition 
candidate and now is hammering away at 
the theme that Kobbekaduwa is a risky 
candidate who may be unseated by the 
courts even if he is elected. 

De Silva's argument is that under the 
law, a person without civic rights is not en- 
titled to assist a candidate at an election. 
He says that Mrs Bandaranaike, who has 
not spoken one word or issued a statement 
in this campaign, remains the president of 
the SLFP, which in turn could lead.to a 
legal contention that she played the role of 
à candidate's agent. The courts could, 
upon an election petition, invalidate Kob- 
bekaduwa's candidature should he win 
and declare Jayewardene the winner. @ 
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Reinhold Messner and his Rolex 
enjoying the fresh air at the summit of Everest. 


Ask any climber his nomi- 
nation for the greatest living 
mountaineer in the world, and 
almost inevitably he will 
answer "Reinhold Messner.” 

That is not simply because 
Messner is the only climber to 
conquer eight mountains of 
8,000m or more, but also 
because of his methods. 

Reinhold Messner climbs 
“by fair means”: without oxy- 
gen equipment; without 
pitons; without porters. ; 

“Now technology has 
overtaken the climbing,” says * 
Messner. “I want to climb 
with my strength, with my 
fears, with my senses. So, ,. 
climbing for me is a matter of 
self-exploration; to discover 
more about myself. I want to solve a mountaineer- 
ing problem in the mountains, not in the sporting 
goods store.” 

And his achievements have left the mountaineer- 
ing fraternity shaking their heads in disbelief. 

Messner was the first to climb Mount Everest 
(8,848m) without oxygen. Completely alone he 
conquered the 8,125m peak of Nanga Parbat. 

He climbed K2, at 8,611m, the second highest 
and most difficult mountain in the world. Accom- 
panied by Michael Dacher and a small expedition, 
this was achieved in record time. 





These exploits are record- 
ed in his books ‘The Seventh 
Grade; 'Solo Nanga Parbat; 
‘Everest’ and ‘Big Walls; and 
have become best-sellers. 

In 1980 Reinhold Messner 
risked “madness” as some 
called it. 

The ascent of the north 
face of Everest from Tibet. 

Completely alone, during 
the adverse weather condi- 
tions of the monsoon season, 
Messner climbed for days at 
altitudes known to mountain- 
eers as the death zone. 

Without oxygen едшр- 
ment; without a partner; with- 
out native porters. 

Without the possibility of 
rescue. 

But one piece of equipment Messner never 
climbs without is his Rolex Oysterquartz. 

“To be up there without a precise and absolutely 
reliable watch would be madness," says Messner. 
*My Rolex is my life insurance. When to make 
camp; my rest period at the peak; the night-time 
decampment all have to be timed precisely. 

“For me there is no better watch.” 

And as demonstrated: at 8,848m; at 40 degrees 
below zero; and even without oxygen, Reinhold 
Messner and his Rolex both W 


function perfectly. 
ROLEX 


of Geneva 





The Rolex Oysterquartz Datejust Chronometer in stainless steel, with matching bracelet. 
Other Oysterquartz models available in 18ct. gold, and also in combination gold and stainless steel. 


EVERY SUCCESSFUL BUSINESS TRIP 
SHOULD BEGIN WITH A GOOD DEAL. 


SINGAPORE AIRLINES BUSINESS CLASS. 
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Bigger choice of main meals eFruit basket e Royal Doulton chinaware e Premium wines,champagne and 
a wider choice of cocktails e Exclusively designed wider seats e Never more than one seat from the aisle e 
Extra legroom e More hand-luggage space e Specially-assigned cabin crew e A private zone to yourself e 
Silver Kris Lounge facilities at 23 airports e Special check-in counter e Seat selection offered at time of 
booking e Baggage priority e 30 kilo baggage allowance e SIA's exclusive Premium Accommodation Plan. 


ne BADIN 






All this for just a little more than the normal economy fare, on all our 747 flights to and from 
Europe, Australasia, the Orient and USA. En route, you'll enjoy all the comforts of 
the world's most modern fleet, plus inflight service even other airlines talk about. 

And for those who prefer even more exclusive travel, all First Class seats on our 747 


Super-B services are now fully-reclining Snoozzzers. SINGAPORE AIRLINES 


MANILA 


In an extraordinary city, 
Mandarin International offers 
a great hotel. 





The Manila Mandarin 


For reservations at The Manila Mandarin please call: the nearest office of 
HRI, The Leading Hotels of the World, your travel agent, the hotel direct 
at 857811, telex 63756, any other Mandarin International hotel, 
or any British Airways Office worldwide 


Hong Kong: The Mandarin. The Excelsior. The Royal Garden. Bangkok: The Oriental. 
The Royal Orchid. Manila: The Mandarin. Jakarta: The Mandarin 
Vancouver: The Mandarin (1983). Macau: The Excelsior (1984). Singapore: The Oriental (1985) 


The Manila Mandarin 








WWF Kojo Tanaka BCI 


The 
Giant Panda 
needs your help 
to survive 


ONE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 


Please send contributions to the WW Е 
National Organisation in your country or direct to 
WWF International, 1196 Gland, 

Switzerland. 





WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 
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telecommunications. 
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TONY JACKLIN plays BEN CRENSHAW 
72-Hole Strokeplay Competition 
Ist Leg: Hirao Golf Club, Toyohashi, Japan, Tuesday 9th November 
2nd Leg: The Royal Hong Kong Golf Club, Thursday 11th November 
3rd and 4th Legs: Pondok Indah Golf and Country Club, Jakarta, 
Saturday 13th November and Sunday 14th November 





E Benson & Hedges World of Golf. 


Official carrier to the tournament, Cathay Pacific 


"e düpan will have to more wt double dolónta expenditure if itis 
to develop the capability to defend sea lanes 1 1000 miles away 


By Richard Nations 

Washington: The recent visit to the Unit- 
ed States by Soichiro Ito, director-general 
of the Japan Defence Agency (JDA), has 
done little to relieve the mounting pres- 
sure on Tokyo from. President Ronald 
Reagan's administration and the US Con- 
gress to do more on defence. 


o brought with him approval in princi- | 


for the US to base two squadrons of 

16 fighters at Misawa air force base on 
the northern coast of Honshu, a decision 
ith political costs for Japan's ruling Lib- 
eral Democratic Party since the new Ame- 
rican deployment is obviously directed 
ainst the Soviet Union to the north and 
us open to attack from critics for un- 
isely involving Japan in global super- 

wer strategy. 


Less dramatic, but certainly not insig- 


ficant opposition can be expected from 
ople in the Aomori prefecture in Hon- 
ч who have joined residents from other 
ensely populated areas in complaining 
bout the noise.and nuisance of nearby US 


ait facilities: Nor are the budgetary impli- ? 


tions of the decision. negligible since 


okyo has committed itself to providing: 


5 illion to upgrade 
xisting facilities at Misawa. 

Nonetheless the Misawa decision was 
regarded in. Washington as little more 
than a sop offered by Ito inlieu of news on 

€ two items at the top of Defence Secret- 

ry Caspar Wei berger's agenda. for the 
talks: first, a commitment by Japan to ac- 
celerate sharply the pace of its defence ex- 
< penditure and secondly an agreement in 


rinciple to transfer military technology to: 


e US. Progress on. either of these re- 
quires a major political decision in Tokyo, 
ut Ito could only co 


torpedo each an 





їй that асю 


tunity to express consternation over what | 


Washington considers Japan's delinquent 
defence policies. Tokyo was doing the 


right sort of thing, Ito was told, but not- 
nearly enough. The centre-piece of 10075 


presentation was Japan's 1983-87 mid- 
term defence plan which had already been 
exhaustively discussed just a few days ear- 
lier in Honolulu by the US-Japan security 
consultative committee. Although Japan 
has selected the right weapons systems, 
acquisition is planned at about half the 
rate Pentagon officials judge necessary to 
fulfil by. 1990. Prime Minister Zenko 
Suzuki's е ум to defend sea lines of com- 
munication up to 1,000 nautical miles 
from Japan (REVIEW, Aug. 6). 

Pentagon officials refuse to discuss fig- 
ures in. keeping with the administration's 
policy of avoiding counter-productive 
public pressure on Japan. But informed 
congressional sources say that the 150 F15 


"fighters and 72 P3C marine patrol aircraft 
which Japan will have acquired by the end. |. 


of the current mid-term period are consi- 
dered inadequate. to defend even. the 
home islands — a task estimated t 
quire an additional 50 F15s and 48 P3 
not to mention the sea lanes. These are the 
sort of figures Japan can expect from the 


_ US side during the joint study of defence 


requirements both. sides: have agreed to 
undertake later this year. 

In addition Japan is seen to be woefully 
deficient logistically — in areas such as 


| provision of ammunition for its 13 army- 


divisions, Mk46 torpedoes for its 50 de- 


stroyers which currently have only опе 
issiles for its 400. 

r Japan's armed | 
force is well prepared for рап des and: 


fighter aircr 


exercises, but not war ена; ffi 
ed 


-cial comme 


San Japan is 


‘the alliance: 


These sent 


| nate floor, att 
fence plan: as" е 


defence spending ‘and 


| of the growing gap 1 
| rhetoric and actions about how he V 
| expand their efforts to meet their comt 
'security commitments." Lev 

that the real increase in defence out 


the 1983 budget is only about US$7I 
lion “which will not even buy one cap 
destroyer these days." He: 

estimate that Japan wi 

military pende! tw 


ica 
; senators were покии. toth 


since JDA officials accept th 

celerate the military build-u 
phasised that budgetary limitati 
even more stringent now (page | 
another apology, and even less acce 
than the constitutional and politi 
straints offered in the past,” i 


BY the uproar in East Asia o over th 


vision of Japanese history t 

has not passed unnoticed in №, 
igh the American press h 
the controversy as a quaintly 
with little relevance to the US, ffi 
here now take greater care. 
outer limits of Japan's larger | 
» The 1,000 nautical-mile param 

measured from Tokyo (and not, fo 
stance, from Okinawa). The US had n 
tention of assigning Southeast А: 


-urity to Japan in the future. 


_ » The character of Japan’ 8 buik - 


arged air-defence rc 
the atiti:subma ne 


cartier Midway home- paded ‚ 
while. preserving an offensive c a 
directed against the Soviet forc 


‘north. Moreover the US 


take responsibility for. 
wei the Indian and Pagi c 





n 
Sapabilities w villi in time be erased. 


- As a consequence Asean leaders are re- | 


ported here to have sought firm reassur- 
ces from dips that. ће US has 


invidious linkage: is © 
lat The fact that ; 


ce sophisticat 
the: F 3 has - 


domestic: хык. ‘of US- 
гапа, secondly, M. 


rtain орогон 
principally in Strat- . 








(4) Yokosuka 


ment bonanza. Senate sources expect that 
а concurrent resolution, of which Levin is 
a joint sponsor; will be brought on to the 


floor:of. congress. when it-reconvenes in 


November: : This originally called for 
Japan to breach the benchmark:of 1% of 
gross national product in defence spend- 


ing. But it is now being drafted afresh as it 


is e that a n economy father 


Bein Japan ralees the question st how. 


Mi Toky 


future defence discussions 


on to the future. | offsetting Soviet military forces — esti- 


eploym nt of a wing of American-F16 
the Misawa air base followed 

redictable patterns; but: its long-term 
impact is much more difficult to gauge. 


‘Those in: favour of-Jápan plaving a. 


strohger defence role obviously ap- 


proved the scheduled deployment of 40- 
50 aircraft for four years beginning: in 


1985. 

After his return from Washington 
Soichiro Ito, director-general’ of: the 
Japan. Defence Agency (JDA) told 


foreign correspondents that the two 
squadrons would improve the military. 


balance between the United States and 
the Soviet Union in East Asia. “By 
< clearly articulating the determination 


behind the US commitment, [the de-- 


ployment] aims to maintain the deter- 


` rent power. of US-Japan security аг 


rangements," he said. 


Other Japanese commentators: inter 
i preted the American action as a way of. 





"mated by Japanese intelligence sources 


at being at division strength — om the 


four.small islands north of: Hokkaido. 
claimed by Japan but occupied by the 
Soviet Union since 1945. That interpre-: | 
tation is aimed at appeasing or silencing 
doméstic crities of the deployment and 
seeks to invoke the spectre ofa'Soviet at« 


tack on Japanese territory às justifica-- | 


tión for stationing the US aircraft on Ja- 
panese soil. At.present, the-US Air 
‘Force bas: some 70. F4s in Japan, so 
another S0 aircraft would raise the Ame-- 
rican military ртезепсе in Japan consid: 
érably- >- 

The Japan Socialist Party; the largest 
opposition political party, said the plan- 
ned deployment was part of à joint те 
gional strategy for mutual defence of the 
sea lines of communication against Mos- 
cow. The communists.called the pl 

“rash attempt" which could increase 


ny. tensions. in Asia. Both Yomiuri 


Hz 


{< 
H 


i 





ure of the Reagan ad- 
“ministration in its pur- 
‘suit of the twin objec-. 
tives of  revitalising 
both defence and the 
economy simultane- 
ously must account for 
much "of the current 


in Washing ` 


the Reaga defen 
budget | has p duce 


but in apan a 
el ewhere. 


price of Washington's рма. | 
appear to be the imitati s 
swelling Japan's already unma ageable 
deficit by nearly tripling defen nd- 
ing. Тһе: alternative is to suffer the op- 
probrium- and asperity of: an American 
congress anxious to confront a perplexing 
recession with the brave fage of self-r ight- 
eousness.' E 


Shimbun and: Asati Shimbun, the twor 
largest circu 


cised’ the s e-and Prime Minister 


| Z enko Suzuki's acceptarice of it. 


Asahi said the deployment "involves 
the basic nature of the Japan-US secur ity- 


| treaty; as well as the roots of ihe current 


tension in Asia. 
виса that stationing the a fein арай | 
would.violate Japan's constitutional ban 
on collective defence 8. d 
Apart from: the’ immediate debate 
Over those issues, the deployment poses" 
the larger question of how- the US in- 


tends to deal 


fence’ discussi 

"that the station: 

fall'under the prior-consultation e PR 
in. the revised 1960 mutual security 
treaty. 

However, there is a considerable body: : 
of opinion in Japan which believes diffe- © 
rently.- Opponents of ‘the deployment 
say the F16 case: strongly suggests the U 
Government will be much less mindful i 
the future istitutional and 
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the world a branch 
of the key Swiss bank 
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ness. Checking out what's 
what at the stock ex- 
change. ening iiri 
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from there. 
Swiss Bank Corpora- 
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representatives on all 5 Swiss Bank Corporation 
continents. To help you Schweizerischer Bankverein 


capitalise on opportuni- 

ics all over ihe world 
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Comrades in arms  — 


British and Soviet offers of modern 


and their 


weapons 
joint development confront India with a tricky choice 


By Mohan Ram 

New Delhi: As India seeks to diversify its 
arms sources, two Of its traditional 
suppliers, Britain and the Soviet Union, 


аге vying for a still larger share of the In-: 


dian defence market. In addition to offer- 
ing modern aircraft, Moscow is holding 
out the prospect that India may be able to 
export locally made spare parts to the 
Warsaw Pact countries. Britain, while also 
offering sophisticated weaponry, has 


| come up with a tempting proposal of co-. 
. operation with New Delhi in research and 


development of a new generation of arma- 
ments. 

The Soviet resolve to strengthen India 
in every manner, reiterated through a 
public statement during Prime Minister 





DIPLOMACY 


Indira Gandhi's visit to Moscow last 
month, presages a massive arms deal, 
larger than the Rs 12.8 billion (US$1.35 
billion) agreement signed in 1980. Mrs 
Gandhi did not go to Moscow with a shop- 
ping list but the Soviets, anxious to retain 
their position as the dominant arms 
suppliers despite India's attempts to diver- 
sify its sources, are likely to make the 
terms more attractive than those offered 
in 1980. The 1980 deal was on very easy 
terms — 2.5% interest and 17 years for re- 
payment — and in rupees. In contrast, the 
United States arms package to Pakistan 
was at 11% interest, repayable over 14 
years and in dollars. 

The 1980 agreement enabled India to 


` Friendship flows again 


The Indo-Ba 


i accord on the Ganga waters 


improves economic ties, but political problems remain 


By Salamat Ali 
New Delhi: Relations between India and 


` Bangladesh, which have in the past de- 


cade swung between amity and acrimony, 
` appear to be friendly again. At the conclu- 
sion of his October 6-8 visit to New Delhi, 
Bangladeshi military ruler Lieut-Gen. H. 
M. Ershad described his talks with Indian 
Prime Minister Indira Gandhi as historic 
and successful. “It is historic in the sense 
that serious efforts have been made to im- 


prove relations between the two coun- . 


tries,” Ershad said, “and successful be- 
cause we are making progress towards re- 
solving the problems." 

But pointing out that he and Mrs Gan- 
dhi had directed their respective adminis- 
trations to remove the points of tension, 
he remarked cautiously: “Now it will be 
seen if these are removed." Apart from 
settling a minor irritant in the implemen- 
tation of the 1974 Indo-Bangladeshi land- 
boundary agreement and reaching an in- 
terim agreement on the sharing of the 
Ganga's waters, Ershad's visit seemed to 
both sides to signify a renewed desire for 
stability. However, despite the achieve- 
ments of the visit and the positive tone of 
the communique, the outstanding politi- 
cal problems are such that a new downturn 
in relations cannot be entirely ruled out. 

Under the 1974 agreement finalising the 
Indo-Bangladeshi land border, two small 
Bangladeshi villages — Dahagram and 
Angarpota — were left surrounded by In- 
dian territory. Negotiations continued as 
Dacca sought free access to the villages 
across a corridor less than 100 yds wide. 
During Ershad's visit, India granted 
Dacca the lease of the linking land strip for 


a token annual rent of Taka 1 (6 US cents) 
though it waived its right to collect it. This 
formula underscored Indian sovereignty 
over the corridor. 

The lease also retains the right of free 
passage for Indian citizens and India’s 
continuing jurisdiction over its citizens 
while they are on that small piece of land. 
These elaborate terms were devised to 
guard against any private litigation in In- 
dian courts demanding the annulment of 
the agreement on the constitutional 
grounds that the government does not 
have the right to cede any part of Indian 
territory. 

But the vital issue for Bangladesh was 
the interim Farakka barrage agreement of 
1977, due to expire on November 14. The 
agreement fixed the quantities of water 
India was obliged to release downstream 
from the Farakka barrage into 
Bangladesh during the five dry months 
from January to May each year. (The bar- 
rage was built 20 kms from the 
Bangladeshi border to divert Ganga wat- 
er for the purpose of flushing Calcutta 
port, which was rapidly silting up.) 

Although the diversion canal, with a 
maximum capacity of 40,000 cu. ft per se- 
cond (cusecs) of water could not rehabili- 
tate Calcutta port, an all-party delegation 
from the Indian state of West Bengal call- 
ed on Mrs Gandhi on the eve of Ershad's 
visit and demanded that the state be as- 
sured a minimum of 40,000 cusecs flow 
during the lean months. It also demanded 
that all the water from another barrage 
being built on the Teesta river in the state 
should be retained by India. 









progra ffer under con- 
sideration is expected to be preceded by 
the visit of a high-level Soviet military de- 
legation. India is likely to receive and 
eventually to manufacture MiG27 fight- 
ers, new classes of missiles and naval craft. 
But more interesting is a reported Soviet 
proposal which effectively aims at 
dovetailing the military aircraft industries 
of the two countries. 

With India having all but scrapped the 
deal under which it was to manufacture 
the Anglo-French Jaguar, there will be 
two streams of military aircraft produc- 
tion: Soviet and French. India has already 
moved from building Soviet MiG21s to 
MiG23s and, having built up much experi- 
ence with the MiG approach to technol- 
ogy, should have no trouble building 
MiG27s. The French offer comprises the 
Mirage 2000, which is also destined for the 
French air force and later the Mirage 
4000, on which India has taken an option. 





Despite the pressure from Calcutta, the 
new agreement assured Dacca almost the 
same quantities laid down in the previous 
agreement, giving West Bengal 21,500 
cusecs during the leanest 10-day period in 
May. But the new agreement differs from 
the old one in two important respects. The 
1977 agreement laid down that if flows at 
Farakka fell below the quantities pledged 
to Bangladesh, India would be obliged to 
release 80% of the available quantities. 
The new agreement provides only for con- 
sultation in such an eventuality. 

Secondly, it commits Bangladesh to the 
current Indian Government view that the 
old agreement was deficient in concept 
and incapable of producing a permanent 
solution of the bilateral issue. 

There are two features of the new 
agreement which both sides see as posi- 
tive. First, it specifies that the Indo- 
Bangladeshi Joint Rivers Commission 
must complete the study of rival proposals 
for augmenting dry-season flows at 
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The Soviet Union is known to have re- 
cently sprung a surprise — suggesting that 
India might make spares not only for the 
Soviet-designed aircraft it is manufactur- 
ing but also for similar aircraft used by the 
Soviet Union itself, its Warsaw Pact allies 
and some African and Asian nations 
under Soviet influence. Orders for the 
first 10 years would be guaranteed. And to 
make the offer more attractive, there are 
suggestions of Soviet assistance in design- 
ing India's proposed light combat aircraft. 
If the spare-parts plan were to go through 
it would bring orders worth Rs 10 billion in 
the first year alone. 

Early last month visiting British De- 
fence Minister John Nott indicated Bri- 
tain's readiness to take part in joint pro- 
jects that would take India into the realm 
of push-button warfare by the turn of the 
century. Design of a new combat aircraft, 
missiles and high-speed naval craft could 
be some areas of Indo-British coopera- 
tion. 

While a policy decision on long-term co- 
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Farakka within 18 months. Secondly, it 
provides for automatic acceptance and im- 
plementation of any plan approved by the 
commission. In the event that existing dis- 
agreements continue at the commission's 
meetings, both sides believe that the two 
governments can take up the issue at the 
political level. 

The two rival proposals are New Delhi's 
plan for the inter-basin transfer of waters 
through a huge canal across Bangladesh 
linking the Brahmaputra in Assam and the 
Ganga in West Bengal and Dacca’s pro- 
posal for an agreement involving India, 
Nepal and Bangladesh to build a string of 
reservoirs in Nepal on the Ganga 
tributaries and use the stored water to re- 
plenish the Ganga during the lean months. 
Since the prospects for a settlement by the 
commission look bleak, it is an open ques- 
tion what diplomatic strategy India has 
opted for. New Delhi could opt for con- 
tinuing the current Farakka agreement on 
a long-term basis while waiting for a more 
favourable political climate to revive its 
link-canal proposal. 

The joint communique issued at the 
conclusion of Ershad’s visit implicitly as- 
signed low priority to the two other most 
contentious issues — the delimitation of 
the maritime boundary and the ownership 
of New Moore (South Talpatty) island. 
The two sides agreed to continue discus- 
sions on these issues. The two neighbours 
also agreed to set up a joint economic 
commission with wide-ranging terms of 
reference covering trade, communica- 
tions, industrial collaboration and Indian 
loans for Bangladesh’s economic develop- 
ment. 

The joint communique mentioned the 
vast scope for Indian assistance іп 
Bangladesh's industrialisation and rec- 
ognised Dacca’s highly adverse terms of 
trade with India. All the same, the extent 
of economic cooperation will depend 
upon Bangladesh's willingness to buy In- 
dian technology. That, in turn, is likely to 
hinge upon political relations. 
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operation will take time, Britain's im- 
mediate concern is to sell a more advanced 
version of the Sea King anti-submarine 
helicopter to the navy. New Delhi is 
weighing the merits of the new Sea King 
against a French offer which consists of 
Super Puma helicopters and Exocet mis- 
siles, used to devastating effect by Argen- 
tina against British vessels in the Falk- 
lands conflict earlier this year. 

Britain has already contracted to sell 25 
Sea Harrier naval jump-jets, the first eight 
of them being due for delivery in October 
1983. But Britain would have to reconcile 
itself to the cancellation of a long-term In- 
dian manufacturing programme for its 
version of the Jaguar fighter; the Jaguars 
are no match for the American F16 fight- 
ers which Pakistan is acquiring. However, 


New Delhi is buying 4U Jaguars, with 
another 31 to be assembled in India, under 
a long-standing arrangement with Britain. 
For its advanced fighter the Indian Air 
Force has settled on the French Mirage 


2000 and possibly the Soviet MiG27. As Y 


for the army, the British have not come up 


with a suitable counter to match the Soviet _ 
T72 tank, which is in service with the army _ 


and is to be produced in India shortly. 
The Soviet and British offers, involving 
new technology and being long term in 
nature, have important political and se- 
curity implications for India. Whether 
New Delhi settles for one or the other or 
goes for a healthy mix of the two — if that 
is possible — is a matter of intense debate 
among India's security planners as well as 
their political masters. u 
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Worried about arg touch with the grassroots, Lee Kuan Yew's 


government is send 


By Patrick Smith 
U the tiny world of Singaporean politics, 

J. B. Jeyaretnam's election to parlia- 
ment à year ago was a watershed. Above 
all it indicated the extent to which the rul- 
ing People's Action Party (PAP) had lost 
touch with the electorate in the decade 
since it began replacing local leaders with 
trained technocrats. Perhaps the political 
cost of this policy was recognised privately 
by the party's leadership — and deemed 
unimportant. Suddenly, however, the 
government of Prime Minister Lee Kuan 
Yew was faced with its first parliamentary 
opposition. since 1966. Caught unawares, 
the party's surprise was as significant as its 
defeat. 

Now Lee and his ministers are embark- 
ing on a major campaign to. rebuild the 
government's frayed relations at commu- 
nity level. Centrally controlled. local or- 
ganisations, long known as the eyes and 
ears of the government and party leader- 
ship, are being revitalised and given great- 
er responsibilities. In conjunction. with 
this, the second generation of leadership, 
which has suffered seriously from a lack of 
political experience, is to embark on a 
series of tours to each of the republic's 75 
parliamentary constituencies. The visits, 
the government says, are to explain na- 
tional policies and allow younger leaders 
to gain an impression of voter reaction. In 
effect, they are intended as a primer in 
politics. 

If history is any guide the visits are also 
the clearest indication so far that the 
government is preparing to holda series of 
by-elections that had been postponed 
after Jeyaretnam's unexpected victory. 
The government-supervised daily, The 
Straits Times, has repeatedly stressed a 
comparison between this campaign and a 
similar effort by the prime minister almost 
two decades ago. Lee's tour, starting late 
in 1962, was described as an effort to en- 
sure the government's responsiveness: 
But since it took place in the months pre- 
ceding the 1963 general election, it was 
also important in the PAP's success at the 
polls. At the time Lee had imposed a nine- 
day limit on pre-election political cam- 
paigning, a limit that is still in effect. 

Community organisations have been an 
important component of Lee's political 
machinery since the early 1960s. With the 
departure of the PAP's leftwing members 
and the formation of the Barisan Sosialis 
in 1961, the party lost more than two- 
thirds of its rank-and-file support. It was 
in this context that Lee founded the first 
Citizens’ Consultative Committees in 
1965. There is now one committee in each 
constituency. 

Lee's inspiration for the committees is 
said to have come from two sources: his 


ng MPs on tours of constituencies 


admiration for the efficiency of com- 
munist organising practices and the use of 
neighbourhood associations for surveil- 
lance by the Japanese during World War 
II. But as the government's ambitious 
housing programme has broken up tradi- 
tional communities, the citizens' commit- 
tees have lost much of their relevance. 
Their leaders tend to be older and living in 
the community — but out of touch with 
the values that underline the leadership's 
ambitions for a technocratic state. 
Reflecting the demographic changes 
that have accompanied Singapore's rapid 
economic expansion, the government 
launched the first residents’ committees, 


known as RCs, in 1977. Organised on the 
basis of multi-storey apartment blocks, 
there are up to five committees in each 
constituency that has been fully organ- 
ised. There are now 240 RCs, with 22 
group coordinating secretariats above 
them. As with all other forms of local or- 
ganisation, the RCs are ultimately con- 
trolled by a department of the Prime 


Minister's Office. 


oth citizens' committees and RCs have 
been intended as two-way channels of 
communication between the government 
and the electorate. But as officials and 
committee leaders stressed in recent inter- 
views, the RCs have also been charged 


‘with re-socialising new apartment dwell- 


ers and reducing the alienating effects of 
the ‘government's housing relocation 
programme. They have in fact, become 
little more than informal estate managers, 
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passing them on to the government's 
Housing and Development Board. Л 

In an effort to raise their profile, the 
government has stressed repeatedly since 
Jeyaretnam's election the usefulness of 
the committees in accomplishing a diver- 
sity of community tasks — they have acted 
as everything from job information 
centres to organisers of civil defence pro- 
jécts. Now the government is urging a 
more conspicuously political role, Form- 
erly confined to local issues, the com- 
mittees are to lead community-level dis- 
cussions on national issues such as wage 
policy, productivity and defence. The in- 
tentions are obvious: while presenting 
government policy in a favourable light, 
the committees are also to gather intelli- 
gence on how Singaporeans are likely to 
respond to policy decisions. 

Officials also emphasise that they are 
seeking professionals and trained admini- 
strators to lead the committees — a policy 
consistent with the governments em- 
phasis on technocratic expertise else- 
where. Two committee chairmen intro- 








duced to this correspondent during an of- 
ficial interview recently, for instance, 
were a physician and a university lecturer. 
This suggests the government will be plac- 
ing greater emphasis on the committee's 
role as a disseminator of government po- 
licy to the electorate — and less, perhaps 
as a voice for the community in govern- 
ment policy. 

These changes are in part complemen- 
tary to the government's effort to improve 
relations between political leaders and 
their constituencies. When the new role 
for the RCs was first tested, for instance, it 
was through a local forum on the budget at 
which Defence Minister Goh Chok Tong 
presided. Goh has been a highly visible 
member of the younger generation of 
leadership and acts as deputy chairman of 
the RCs’ steering committee — he is, in ef- 
fect, fourth in command behind the prime 
minister. It was also Goh more than any- 
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to he winners. The "Deutsche Mark" is: one of the 
ше currencies ig. the world, 


| Sint GUARANTEE #234 dd 


Ж These amounts are guaranteed 2% 


ss to be paid outin one lottery. p | 


2х1,5 MILLION = 
4x1,0 MILLION = 
12х0,5 MILLION = 
8x 250000 DM = 
24x 160000 DM = 


30000000M s, | 6 


4000000 DM э, 


6000000 DM Ж 


2000000 DM 5 


2400000 0M- * 


‘aha ae ae ae E E E E ahe 





12x 80000 DM == 
20x §00000M= . 
24x 50000 0М = . 
28x 40000 DM = 
30x 25000 0М= - 
384x 10000 DM — 
560x 5000 0M — 
1900x 2500 0М = 47500000M 5 
200%: 20000M— - 400000 0M sts + 
1500 DM =. 15000000 0M 0 
12500M-- 25000000M s. 


: 950000 0M. X 
:1200000 DM st 
:1200000 0M s 
A 120000 DM E 

"150000 0M 


2800000 DM - 





000 DM — 13640 
mí 226400 xu» UM-- 136 00000M s | 


у: 241588 Prizes totaling 188120000 DM. 
LLL 


All prizes are paid in cash without being ‘subjected 
to German tax deduction: This, in itself, is another 
incentive to take a ticket. 

The "Süddeutsche Klassenlotterie" is fully backed 
by the Goverhirient. : 

This is not a private corporation. Tickets are ‘sold 
through government-approved agents only {Lotte- 








rig-Einnehmer). The drawings are poblie proce-: 


dures and every move is regulated by ам. This 
way itis à clean operation throughout. 


Дале lr Postfach 1107 d 
D-6000 Frankfurt/Main (W-Germany) 
Telex 04189 125 daw 


“3640000 0M. = 
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Everything's clear and. you'll be kept: infer 
eH bend That's our v усе! You determ 


number in the ы. 


| Everybody can play thi: 


It’s as simple as child's play 
* You order your ticket using the m 
below or simply write u$ a letter a 
you want, 
+4 Please attach the: payment tor j 
yoer order, using either cashier's che 
check, personal check, travellers chet! 
money order or even cash {better ffi 
gistered' тай). 
In.return you will receive: =. 
-Yout original ticket; along with 
mation: : 
— A teguiar mailing.of the official listo 
numbers (во you can check on our регі 


If you win! 

* You'll bs immediately ‘notified by pers 
s+ Payment. of prizesis eHected. 1ле! 
wayandin-respect-of your instruch 

Prizes are free of German taxes. it is Gut 
100% discretion) nobody Knows whos bu 
and nobody else will find out that you have 
jüst for you ta knaw. ; 





in ‘case that you. г ( 
ready - please do пої order, yo 
Dee your tickets by mail autom, 


et NO 
The total: number, of tickets per cycle 
and many ticket numbers have already bee: 


or i: cart 





coupon in print or typing, cotit out along the dotied line азайта itto W GREGOR, Postfach 110753. D- -8000 Frankfurt? Ma making it «AIR NMA 
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hit and am ordering: 





KLASSENLOTTERIE 
closing may 7. 1883) 


fee is a one-time expenditure 
Маке alt checks and ordei 


Ct enclose my check ! for DM FUSS 


Payments received in currencies: other tha 
account iq accordance to the exchange: 
ing the. ticket. for ope .complete cycle ê 


teot 


: E таке payment immediately afte 


Send information ino 


gs German 
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and government ihare 3 
ectiveness of residents’ - 


tasks, for instance, has 
ed d cam- 
paign organising and other: 
'gured prominently among t 
Since Jey arriv ; 


| MALAYSIA 
And it was- Goh t year led off the new 


sof tours, accompanied by alocal MP = Follow the 


representative ofthe Prime Minis- 
Office. Others’ to follow: in his: 


teps; according to government offi- . leader 


The MCA assembly avoids 
a factional dispute over _ 


the party's No.2 post 








s, will include. Foreign ‘Minister: S. 
abalan, Trade and Industry Minister 
Тап and Minister without Portfolio 
1 Chee Onn. 
ours by these ministers appear to mark 
gnificant turning point in the prime 
post-Jeyaretnam ....- political 
. As Lee explained late last year, 
had been trying to make himself more 
spensable" in the political sphere at the 
of the campaign against Jeyaretnam, 
at was quickly reversed after the 
feat. In this context, the fielding 















By К. Das 









dership's first important attempt leadership. 


me this policy. Still basking in the glow of the party's 

'he recently launched campaign to cir- | performance in the April general election, 
ulate the younger generation of leaders | when it won 24 of the 28 seats it contested, 
ils mes after months of. preparation Lee — who has led the MCA since 1974 — 
hat began just after the party's election | went as far as to give notice that the party 
efeat. Lee made it clear within weeks of | should not be taken lightly by extremists. 
aretnam’s election that, as he said | (clearly referring to chauvinists among the 
, “sever: can impro ir |. Malays) and declared that no one should | 
i i ition. 1 regard the party as a mere tool for dealing 
with the race problem. Stressing that the 
party was a member of the National Front 
| — the ruling coalition — forum, he made 
1 clear his belief that the MCA was an equal 
partner i in government. : 
| If these were strong words | in a deli- 
cately balanced multi-ethnic system which 
the Malays clearly dominate, the dele- 
gates did not appear surprised. Lee had 
|. only the week before proved that he could 
he government. has made it clear that it is. | be reasonable as well as tough: when he |. party election is to take place. And it was 
ting comparisons with the prime min- | wanted to appoint his deputy rather than | obvious that the MCA would meanwhile 
have him elected at an extraordinary gen- ; 
eral assembly, there was a nationwide | day of oning. 
campaign against such a move, orches- | uA gto Lee, the central working . 
ji trated by some very deos forces commi was allowed to debate: the 


















hree-month prepatation programme. 
ior civil servants that included cor 
uency tours and brief stints at the pul 
unters of government departments. - 

There appears to be little pretence that" 
1e purpose of the new campaign is not at 
t partly political. Through the press, 













r’s constituency tours in the. eiry 
960s. “In a wider political context,” 
al journalist wrote last week, “Lee's $ 
















within the party. 
B x 





otivated, relentless, and adept at win- 
ing hearts and minds.” Perhaps the Ошу 
















Kuala Lumpur: The president. of the 
Malaysian Chinese Association (MCA), 

Datuk Lee San Choon, emerged from the 
_association’s annual general assembly as a 
more powerful leader than any of his pre- 
|. decessors and, for the first time in years, 
unger generation represents the | there was not even nominal criticism of his 











, organised: National Day dinners in Angele! in 
each constituency. Ag ccording to. tradition, the local 
MP was the guest speaker at almost all of them, Anson voters 


‚жеге instead treated to Second Deputy Prime Minister S. 


Rajaratnam and, once again, the candidate they had rejected - 
at the polls 10 months earlier, е PATRICK SMITH 






veker position fto 
with leaders of the Ма | 

The deputy president 
left vacant by the sudden ri i 
the former labour. minister, Datuk Richard 
Ho, who was not selected as a candidate 
in the April election. His: resignation a few 
weeks before the assembly was the cue for 
every second-echelon MCA leader to bid 
for his job. Factions promptly developed 
— which was exactly what Lee did not 
want. He opted for the constitutionally 
correct alternative of appointing a sücces- 
sor, but before һе could do so, the cam- 
paign for forcing an election got under 
way. 

< Leaflets were circulated; statements ap- 
peared in the Chinese press attributed to 
several figures described as insiders and a 
number of slanderous stories were spread 
about potential candidates. One of the 
more serious. contenders was’ the multi- 
millionaire chief. of Supreme Corp. and 
head of Multi-Purpose, Holdings, Tan 
Koon Swan, who had defeated Democra- 
tic Action Party candidate V. David in the 
April election. But he is a relative new- 
comer who has spent more time in the busi- 
ness world than in active party politics. 
Another candidate was considered a pos- 
sible compromise — Tan Sri Chong Hon 
| Nyan, party secretary general and minis- 
ter of health. 
| civil servant who has little grassroots sup- 
port, would have been the easy way out 
` for Lee. But it would merely have post- 
poned the battle until 1984 when the next 




























































factions to prepare for the 


Neo for as long as it wished. Tt 
was clear that Lee stuck to his choice У 
the whole . committee. agreed 


_thing that has changed since then has been | until it agreed an Y ас Ч his | genei ssembly endorsed the 
the strength of Lee's s opposition. | | choic The man he picked w; : 5 : 
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Where electronic banking removes 
barriers of time and distance. 


The Citi of Tomorrow. An electronic banking 
network that helps you do business anywhere, anytime. 
A network that gets remittances to you faster, 
speeds international operations, and connects you to 

over 2,300 worldwide Citibank offices. 

Case-in-point: Using electronic banking, Citibanker 
Rakesh Aggarwal helps the Bank of Ceylon—the 
largest bank in Sri Lanka—provide better and faster 
customer service. Says Robin Talwatte, deputy general 
manager of the Bank of Ceylon, “Electronic А ев 
keeps us а step ahead." Read on to learn how. 





© 1982 Citibank, М.А. Member FDIC 
The Citi of Tomorrow and Global Electron 


are service marks of Citibank, М.А 


CITÍ OF TOMORROW 





Where the Bank of Ceylon improves 
service, profits, and Sri Lanka. 


Sri Lankans working thousands of miles from 
home send almost $250 million a year in drafts or bank 
checks to their families in Sri Lanka. The problem: 
traditional handling prevents Sri Lankan banks 
from honoring these drafts for two to three weeks. 

Citibank's electronic network enables the Bank of 
Ceylon to access data channeled from overseas 
correspondent banks to Citibank. Result: the Bank of 
Ceylon can make payments in days instead of weeks. 

To learn how Citibank's electronic banking can 
help you, contact an account manager. 



















Robin Talwatte of the Bank of Ceylon 
and Citibanker Rakesh Aggarwal use 
electronic banking to give this Sri Lankan 
bank a competitive edge 


№ CITIBAKG 


GLOBAL ELECTRONIC BANKING 


 Atthevery 
east,a digital 
telephone 
system 
should be 


able to 
handie а 
digital 
telephone. 





Any country considering a new digital telephone exchange 
ought to ask one rather basic question: "Will this exchange let us 
introduce digital tele- 
phones directly into our 
telephone network?" 

If the answer is no, 
the exchange is a hybrid 
system, only partly digital. 

And this means that 
to introduce digital tele- 
phones you first must 
add special equipment. 
An additional cost. 

By contrast, consider 
ITT's new System 12" 
exchanges. 

These exchanges 
really are digital. They're 





| "= based upon a radically dif- 
Our digital subset handled easily bs ferent system of architecture. 
ITTS new System 12. They can handle 
both voice and data, interchangeably— which no hybrid system 
can do easily. 


The upshot is that digital telephones, with all their many cus- 
tomer advantages, can be hooked into a digital telephone net- 
work easily. Without a lot of costly conversions. 

What's more, the economies of System 12 don't stop there. 
That's because these exchanges make full use of Very 
Large Scale Integration (VLSI). Which is to say, they're built with 

the latest microprocessing technology. 

In effect, VLSI chips have replaced lots of intricate wiring. 

No hybrid system can use VLSI technology this way. Nor 
resist rising costs quite as effectively. 

Its something to think about when youre sizing up anybody 
else's telephone exchange. 

Even if they say their exchange is digital. 


Benson & Hedges 
Special Filter 





If You Want to 
Learn More 
About Reaching 
Asia's Frequent 
Business 
Travellers 
We'd Like to 
Give You the 
Plane Facts! 


When it comes to reaching the 
heavy frequent travellers, the 
Far Eastern Economic Review 
soars above all the rest. 


At present most of the world's 
leading airlines that have 
routes in Asia use the Far East- 
ern Economic Review regular- 
ly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letter-head and we'll be glad 
to send you a copy of the 
6 City Media Phase from 
the INTRAMAR STUDY indepen- 
dently conducted by Interna- 
tional Research Associates. 


Address your inquiries to: 


Mr C. H. Stolbach, 

Far Eastern Economic Review, 
GPO Box 160, 

Hongkong. 
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3wissair couian pear rne thought that a 
business traveller might suddenly cease 
to be one merely because he was flying 


at a special fare for once. 


Business people sometimes fly on holiday - let's say to the moun- 
tains or to some charming lake - instead of to conferences or 
sales meetings. 

But any special rates notwithstanding, aboard a Swissair plane 
they can count on the familiar feel of a business trip. Because 
tourists get our full attention exactly as executives do. 

Anyone who flies Economy Class with Swissair is in the class 
for business people from the start. Which may incidentally im- 
press your wife and family if they are with you. 

It means that with the fewer seats to a row you have almost 
as much elbow room as you will have later in your deck chair. 
You can stretch your legs holiday-fashion because you have 
hand-luggage lockers overhead. You will have a wider choice of 
newspapers and magazines than with any other airline (all the 
more important when you haven't got files and reports to read). 
On long flights you have your choice of two menus, served on 
real china. 

Besides which Swissair service on board is so pleasant that 
even before arrival you get a couple of extra s ^ 
hours’ holiday in Switzerland. Swissair 


the unique 
ed on October 6, and 
vell have.good cause to 
His name was K. C. 


in-cachángé dealer, 
ty developer. expert-cultivator of 
bonzai trees and Боп viveur 
The huge range of his in- 

nds s was reflected i dn the 


wn Duos һаа: а ‘twinkle i in 1 his eye 
‘even before he retired as deputy man- 
ger of the Bank of China in i 


ntin dto be active in man- | 


ging some hina’s foreign-exchange 
dealings (for the past decade he was 
hairman. of the «Foreign. Exchange 
rokers Association).. Hongkong had 
. good reason to value his personal links 
with. China's late. prime minister, Zhou 
Enlai, during the difficult years. of the 
Cultural Revolution and its aftermath. 


К.С. claimed that Zhou had taught him: 


how to drink the fiery Chinese spirit mao- 
tai (the secret being that it should: be 


tossed down like vodka without touching | 


the tongue or the roof of the mouth) and 
t his own record was 29 cups at one 
in 
"Dutiug the: years of political. strain; 

К.С. kept his sense of proportion and his 
lines-open to both sides. Although he 
never deviated from his loyalty to China, 
London acknowledged its debt to him by 
making him a Commander of the British 
Empire in 1978. 

© ALTHOUGH I got to know him well 
socially, he would never speak tome as à 
jeurnalist. On one occasion, however, 
when à prominent but pompous forcign 
editor asked me to make some appoint- 
, ments for him, [ was pleasantly.surprised 
when K. C. agreed to see the visitor. On 
the morning of the appointment the 
editor in question rang to ask me to c 
„gel the appointment. I remonst 
stressing how rare such intervi 

and how knowledgeable К. 
he.was adamant. Punting, I tel 

K.C.'s secretary, who quickly said that 
she was glad I had called because К.С. 


could not keep the appointment: he had | 


ad to go to Macau for the day, Cun- 
ingly I claimed that I had telephoned 
only to confirm the.meeting and that the 
visitor would be truly disappointed. I put 
the phone down thinking that an awk- 
ward situation had been conveniently re- 
solved. 

Later that day, as I was walking past 
the Bank building, who should come 


-down the steps but К.С. І quickly av- | 


érted my eyes — but not quickly enough. 


<The next day a chauffeured limousine |b 

















P 
puppy. It was K.C.'s way of saying 
thanks for not having seen him. 

@ DURING my last conversation with 
him only a few weeks ago, he produced a 
typical piece of vivid good sense on the 
question of Hongkong s future. Any so- 
lution which did not recognise China's 
ultimate sovereignty was impossible; he 


said. As for the treaties, "it'sratherasifl | 
had been'in the habit for many years of. 
dropping into the REVIEW office every. |. 


week and picking up a free copy of the 
REVIEW... You might be happy to tolerate 
such an established practice. But. what 
would. be your reaction if | wrote and 
asked you to confirm, in black and white, 
my right to.a free copy? You would quite 
rightly object. But that is what Londonis 
asking China to do." 

To change the metaphor, I put-it to 
him that the ceding of sovereignty would 
establish. China's ownership... In--other 
words, China would become thelandlord 
and. would. thus be able to exercise its 
right to lease out the territory to a tenant 
om mutually acceptable terms. “Quite 
right," he said. As I say, К.С. will be 


.greatly missed. 


@ A COUPLE of monthsagoin this col- 
umn (REVIEW, Aug. 6) 1 quoted from an 
apparently insulting memo which was 
circulated in Hongkong's Department of 
Trade, Industry and Customs addressed 
то ай secretaries and typists and which 
read simply: “Your attention is drawn to 
the rule that Chinese. surnames should 
not be printed or typed'in capitals." We 
have now received a full explanation 
from Secretary of Trade and Industry 
Bill Dorward. He writes: “I feat that, for 
once at least, you have done us an injus- 
tice. The explanation is that for vears we 
have printed Chinese family names in 
block capitals when writing overseas, be- 


cause of the well-known inability ofun- | 
cultured: Westerners to detect. which of 


three is the ‘surname.’ Apparently the 
practice started to creep into local cor- 
respondence, where it seemed not only 
unnecessary but а bit condescending. 
And of course it is not our custom. to 


print Western names in block capitals ов} 


letters, for despatch to addressees either 
here or-abroad. We don't have ре, 
hibit it, it just isn't done." 

He adds: ° 
a fair explanation. 1 do admit, however, 
itis a pity we did not volunteer it," - 
e IN the same edition, I reproduced an 
advertisement for .a Taiwan cinema 
which offered à feature film apparently 
described | as. "Standard . Operational 
Bullshit.” 
те again: 
page of Travell 


film was shown i in 








'Ihope you-agree that that is Lb 


Dorward, a film buff, corrects. 
"The tailpiece on the same || 
Tales; showing а | 
ment, wasn't as 





the war of t 
on remainin 
example o 


cently which n 


not cost anything. | 

this letter to five of yo 

equally tired and | 

bundle up your husband or boyfri 

and send him to the woman who: 

appears at the top of the list. Add 

name to the bottom of the list. 
When your name comes to the t 

the list; you will receive 16,874 me 


.some of them are bound to be a hell ¢ 
а lot better than the опе you alread: 


have. 

Do not break the chain: Have Fai 
One woman broke the chain and 
own husband back. At the writing of th 
letter, a friend of mine had alread 
ceived 184 men. They buried her es 
day, but it took three undertakers an 
hours to get the smile off her. face. 

We are counting on you. 


(Signed) 

A Liberated W 
e AS reader Robert Harlandcomn 
on this ad from the Mal. 
ficult to believe that any potentia 
ployer would be much impressed 


diploma from the Goon Institu 


` PROGRAMMIN 


COBOL 
E (EVENING COURSE) 
p This course is designed t provide participan swith 


level. programming 
COBOL Language (ANSI COBOL: mw 


| Participants are given hands-cir (расеі trà 
teriminals из our heir coniquter Syst System 


ment: this, in the ee 
in Tokyo Bay last Febru 


The Straíts Times of Singapore, spotte 


by Jenina Bas: | 












centuries Chinese have relied on 
sfolk, kin, classmates апа: co- 
Чо organise for. political; 






"father" to arran і 
"friend," Li. In turn the local officials use 
mic: and social purposes. -The | Lito try toobtain larger living quarters, a 
€ communists maintained. they | transfer for a son-in- -law and. an overseas 
inated such feudalistic relationships | trip. 

their revolution, a claim many West-. 
scholars accepted. But the ties, called - 
anxi, constitute an intrinsic part of 
se culture and, as Mao Zedong dis- 
red, cultures persist even after a Cul- 











the senior official arrives on 
investigate the actions of his “s 
any audience familiar with Ch 










trayed the operation and importance of 
guanxi. 
But what do guanxi amount to? Social 
scientists call them. “particularistic ties." 
They tie two or more persons who share 
such attributes as native-place, kinship, 
place of work or educational experience. 
To make the ties closer and therefore 
more useful and reliable; the tied persons 
must interact socially and use their guanxi 
in a mutually beneficial manner. 

The existence of a guanxi does not in it- 
self mean the linked people will be politi- 
cal.allies and the processes of making 



































the current importance of 
xi in China has led to a new term, 
logy” (guanxixue), which first ap- 

n the People's Daily of May 8, 

79 острани Chinese poems. af- 


/, physics . . 
hese studies. 
S, supervisors, 
ncles, sons, brothers 


данин‏ ن 


J. Bruce Jacobs is a senior lecturer in 
Politics at La Trobe University, Mel- 
bourne, Australia. He has publis ed de- 
tailed analyses of guanxi in. The China 
Quarterly and in his book, Local Politics 
in a Rural Chinese Cultural Setting: A 
| Field Study of Mazu Township, Taiwan 
(Contemporary China Centre, Austra- 
lian . аа University, Canberra, 
1980 


use him, he uses you, you use те... 
, comrades! Together let us-aríse 
d create a new science. E 
e university of society, this is an 
important compulsory course: 
What? The bright, flashing golden 
letters of guanxiology! : 
it Ld you can live this life 



















and. mutual use nécessarily limit the 
number of close ties any one person can 


qme se, you no, lo ger need sing, develop and maintain. Thus, people fróm 


роле rm want ; 


not necessarily have close guanxi and may 
be political opponents. But, on the other 
hand, political alliances are almost invari- 
ably based on. close guanxi, 
words, Chinese political allies normally 


50, the inn dd phá. | If I were 
panned in China after a few perform- 
Sh 


kinship or an experience such:as work or 
education. . 

: Chinese historically. have used guanxi 
for political, economic and: social pur- 
poses. Today, with the involvement of the 








ture knows the play has accurately por- 








guanxi closer through social: interaction * 





the same town or county; or classmates, will 





In other | through sociali 


share an attribute such.as native place or. 


_ State in.so many economic activities and 
with economic shortages, their use for | whik 
economic purposes has special. import- 1 








tention and transport. The Chinese some- 


: times call the use of guanxi to obtain such 


privileges “going in the back door" (zou 


‘houmen). 








, But the real importance of guanxi to an 
outside observer is the light they cast on 


-past-and contemporary political develop- 


ments and the: perspectives they give to 


` China's political future. Since a politics 


based on guanxi is a politics based on per- 
sonal © relationships, policy preferences 
have much less importance than in West- 
ern countries, where shifting coalitions 
based on. policy: occur fairly frequently. 

In China, one’s political power is based 
on one’s guanxi. Deng Xiaoping, the na- 
tion’s de facto leader, has power partly be- 
cause people perceive him to be a pragma- 
tic leader able to solve China’s economic 
problems, but more importantly his power . 
also rests on his many supporters in key 
party, government and military positions 
who. originally obtained ‘their positions 
through him and his allies before the Cul- 
tural Revolution. 

Deng and his: supporters maintain a 


‘mutually beneficial, symbiotic’ relation- 


ship. Deng uses his: supporters to imple- 

ment his policies and obtain support. at 

lower levels. They in turn provide this sup- 

port because they know Deng and his fac- 

tion are their only hope for political power 

and social status. Should Deng lose, they 

will lose — as happened in the Cultural - 
Revolution. Should they switch support to .: 
another leader, they will remain suspect as 
former Deng supporters and as Deng re- 
negades would have little hope of being 
re-accepted by the Deng group. 

Thus their best option remains to sup- 
port Deng. In such. personalised politics, 
policy has little importance in the political- 
alliance | decisions of. most persons. 
Rather, they accept their leader's policies 
m thereby they -— Ше support for 

im: x ^ VOCE, " А n 






uanxi form on the basis of shared atti- 
tudes and experience and become close 
raction and mutual use. 
The great political alliances and divisions. 
during the height of the Cultural Revolu- 
tion had their bases in guanxi developed, 
during the 1930s and 1940s. Some Chinese 
observers have seriously suggested that ^ 
most of the victims of the Cultural Revolu- 
tion worked t int ed White areas. . 
( World War Il 
e relatively. . 

































liances formed in the 1930s and 1940s did 
have relevance in the late 1960s — and 
continue to have relevance for the sur- 
vivors today. 

Trust emerges with the. development 
and maintenance of close guanxi. This is 
important because Chinese tend to have a 
Hobbesian world view, expecting others 
to attack them. Thus they rely on their 
close guanxi for protection and support. 
Furthermore, Chinese possess a finely 
tuned sense of vengeance which smoul- 
ders for years, if necessary, until revenge 
takes place. 

These cultural. patterns help explain 
many Chinese political events of the past 
30 years and suggest possible future deve- 
lopments. Many of the leftwing cultural 
leaders of the 1930s developed close 
‘guanxi and using these guanxi dominated 
Chinese cultural life after Liberation. 
Mao's widow Jiang Oing resented her ex- 
clusion from this network of cultural lead- 
ers during the 1930s, 1940s and 1950s and 
finally exacted her vengeance during the 
Cultural Revolution. Other people re- 
sented the party machine dominated by 
Liu Shaoqi and Deng during 1949-65 and 
they attacked Liu, Deng and the party and 
state bureaucrats during the Cultural Re- 
volution. 

The need for bureaucrats to enable 
China to function gave the survivors of 


Deng: 2 bond with fellow-victims. 





these purged party and state bureaucrats 
the opportunity to return to office under 
the patronage of Zhou Enlai and, follow- 
ing Mao's death in 1976, these victims of 
the Cultural Revolution moved to place as 
many supporters in power as possible and 
to purge their enemies. Thus, they simul- 
taneously obtained revenge and removed 
from power those who would attack them 
at the first opportunity. 





China today has a leadership of people: 
purged in the Cultural Revolution and fill- 
ed with resentment at their former dis- 


grace, the death and humiliation of their 


friends and the loss of many years in their 
lives. Having regained power, they arc at- 
tempting to consolidate their future by 


‘placing as many reliable supporters in key 


party, state and military institutions as 
possible. 


All the top appointees, including Gen- ` 
‘eral Secretary Hu Yaobang and Premier 
Zhao Ziyang, have developed close ` 


guanxi with Deng over three or more de- 


cades. At lower levels the new appoint- _ 


ments have guanxi with key Deng allies _ 


and supporters. Thus, Deng hopes: his 
supporters will be able to continue to con- 
trol the key party, state and military 
bureaucracies and remain in power even 
after he passes from the scene. 

But China also has a very large number 
of people who tasted power during the 
Cultural Revolution and who now live in 
dismissed disgrace. These people brood 
about their loss of status and wait quietly 


tell if Deng's efforts to organise his succes- 
sion will succeed, but almost certainly po- 
litical conflict between groupings based on 
guanxi developed and maintained over 
several decades will continue to exist in 
China. a 


“Our company owns a condominium 
at the Essex House...” 


..So say nearly 100 corporations who 
have discovered the savings and efficiency 
inherent in corporate condominium own- 
ership. Superb Central Park South location, 
private reservation system and inter- 
national service staff, assured availability 
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of preferred rooms and meeting facilities, 
Marriott management expertise. A most 
attractive alternative to the escalating costs 
of leasing and transient rental in New 
York. Furnished models from $250,000. 
By appointment. 


Marriott's. 
ESSEX HOUSE 


HOTEL CONDOMINIUM 
160 Central Park South 
New York, New York 10019 
212-484-5153 
Telex 12-5205 


"for their chance at revenge. Only time will — 










In the shadow of « de 
. Javanese living close to an active volcano are evacuated as 
р. the government gets ready to cope with a Рети disaster 










m By Susumu Awanohara 
Tasikmalaya, West Java: More than 200 
- villages in Tasikmalaya and two neigh- 
bouring districts have activated a system 
of “total people's defence." The adver- 
sary, however, is not a foreign army or à 
domestic political foe, but secondary 
- hazards from prolonged volcanic erup- 
tions at nearby Mt Galunggung. 
With about 40 major and 300 minor 
. eruptions since early April, Galunggung 
— has been throwing out millions of cu. ms of 
— — volcanic material on to its slopes and into 
—. the surrounding river catchment areas. 
| The volcano has already caused consider- 
able damage to agriculture, forcing many 
farmers to move to Indonesia's outer is- 
-— — Jands under the government's transmigra- 
|... tion programme. 
—  — But of particular concern now is the 
à serious secondary 
— emergency from volcanic mud flow during 
the imminent rainy season. The mud flow 
| — which can be hot — is likely to silt up 
— local rivers, causing a danger of immense 
— flash floods. It can even cause rivers to 
- change course within minutes, burying or 
. washing away whole farms and buildings. 
One estimate is that 300,000 people will be 
] vin danger if they are not evacuated. 
iA Among natural disasters in Indonesia, 
EV. ` those caused by volcanoes have been the 
. most serious, as the slopes of many active 
volcanoes — particularly in Java and Bali 
. — are densely populated by farming 
Ji families. There are about 130 volcanoes in 
- the Indonesian archipelago, more than 
| A half of which are known to have been ac- 
| tive, some of them quite recently. 
EC Calamities have occurred about once 
- every three years since 1800, with more 
than 140,000 recorded casualties. 
n When the Krakatau volcano in the 
¡| Sunda Straits erupted in 1883, а 120 ft- 
—— high tidal wave killed 36,000 people in the 
X x neighbouring coastal areas of Java and 
| Sumatra. The discharge from Krakatau 
‘threw nearly 5 cu. miles of rock fragments 





































E The dust from the volcano drifted 
around the earth several times, causing 
«spectacular red sunsets the following year. 
= — jn Australia and pressure waves in the at- 
— . mosphere were felt around the world. 
In 1963, the Balinese volcano Mt Agung 
erupted after lying dormant for 120 years, 
killing 1,500 people and sending streams 
of boiling lava over 125,000 acres of farm- 


= sulphurous smoke and ash hung over Bali 
for days, blotting out the sun. 

But, though Indonesians are accus- 
tomed to the hazards of volcanoes, the 


-... The explosion was heard 2,200 miles away . 


` land. More than 85,000 people were made _ 
- «homeless by the eruption and a cloud of. 


secondary danger faced by communities 
around Galunggung is unique, in mag- 
nitude if not in nature. Eruptions have 
continued over an unusually long period 
and the amount of volcanic material 
spewed out has been extraordinary. 
Moreover, this year's dry season, during 
which the eruptions occurred, has been 
particularly dry. This means that secon- 





dary hazards caused by rains washing 
down volcanic material have been minor 
so far but could become serious once rain- 
fall reaches a critical level. 


E: from Galunggung have also 
resulted in several near-disasters for air- 
craft. Two Boeing 747 aircraft flying over 
over Java almost went out of control after 
their engines sucked in volcanic ash and 
their crews were only able to regain con- 
trol with difficulty; airlines are now divert- 
ing flights at considerable extra cost. 
Preparing for a disaster needs more 
than normal bureaucratic processes and 
though there does êxist a National 
Emergency Coordinative Board (NECB), 
under the coordinating minister for 
people's welfare, this system has not been 


PR эл. 


mud. not far Sm Galunggung, which 


was attended by scientists, engineers and 
technicians, the Red Cross, government 


officials and local community leaders. The 


Indonesian armed forces (Abri), though 
not well represented at the meeting, are 
undoubtedly best equipped to organise 
emergency efforts on the ground. Under 
the doctrine of territorial warfare, Abri 
men are expected: to play an important 
part in helping villagers defend their lives 
and property. 

Statistics are not complete but so far 
only 60 deaths have been reported as a re- 
sult of the eruptions. However, damage to 
cultivated land has been significant — by 


early August, crops 
valued at Rps 1.4 bil- 
lion (US$2.06 million) 


had been lost; forestry 
losses were Rps 2.3 bil- 
lion; tree crops Rps 3.6 
billion and fishery Rps 
2.8 billion. Although 
scientists have noted a 
slowdown in the vol- 
cano's activities, there 
is no guarantee that 
ihere will be no further 
eruptions — there was 
one as recently as Oc- 
tober 8. Moreover, the 
threat of secondary 
hazards will continue 
for several years. 

Of the various pri- 
mary hazards, the so- 
called nuees ardentes, 
a glowing avalanche of 
heated and gas-charged 
volcanic material 
which travels at high 
speed — iS most 
dangerous in  In- 
donesia. The nuees ar- 
dentes of the 1963 
eruption of ‚Авар 
claimed nearly 1, 
lives. Lava flows are 
normally . less disastr- 
ous because the lava 
streams in Indonesia 
tend to be viscous and 
move slowly. Hazards of primary lahar, 
seen when volcanoes have crater lakes, 
can also be serious. During eruptions, 
water from the lake mixes with hot vol- 
canic material to become hot lahar, a 
heavy mud stream which can reach hun- 
dreds of degrees centigrade. The primary 
lahar in the 1966 eruption of Mt Kelut in 
Java killed nearly 300 people. 

Hazards of secondary lahar, such as 
faced by communities. around. Galung- 
gung, occur when rain washes volcanic ash 
and other loose material into river sys- 
tems. Secondary lahar is easier than pri- 
mary lahar to anticipate and has claimed 
fewer lives. Secondary. lahar from Mt 
Merapi in Java killed саа people 
іп 1954, but even this figure was consi- 
dered low given that the same hazard de- 
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pens will depen 
amount and inte 


gree of preparedn : 
lishing a war 


that the resident s “decision 

larly those which require- 

“omental cooperation — are being properly 
implemented. He told the REVIEW that the 
Agriculture Department will be mainly re- 
sponsible for the rehabilitation of the land. 


particu- 


В: of eruptions and minor flood 
ing, 30,000 people have already been 
vacuated to temporary camps from which 
hey will eventually transmigrate. There 
have béen reports that camp dwellers have 
been reluctant to leave Java and many were. 
demoralised by the government's decision 


to cut food relief by the end of October: ` 


ked about the complaints, Solihin said 
-transmigration was a national population 
programme which was becoming more ac- 

epted by those involved. 

The Javanese farmer's strong attach- 
ment to the land was increasingly being 
‘balanced by rational calculation and the 
„problem for the government now was to 
invest adequately in the receiving areas tó 
с make them attractive. Solihin said victims 
of Galunggung have not been psychologi- 
cally prepared for transmigration because 
life has been good forthem. 

, Transmigrants are usually from poor 
‘areas. Solihin said that about 3,000 


cere 


It was only at this point that the Abri ter- 
ritorial command at village level was 
superimposed on the parallel administra- 
tive pyramid of the civilian authorities: 
The Bandung workshop. succeeded in 
bringing people and information together 
and the presence of a number of ministers 
underscored the government's. worries 
about the potential dangers. The delibera- 
tions, which took.a week, were.conducted 
in true Indonesian fashion, establishing 
consensus through long meetings in-which 
thé. Galunggung . phenomenon was 
analysed from all points. of view.— vul- 
canological, meteorological, engineering, 
economic, welfare апа administrative. 
The administrative structure has been im- 


ba an Abr corporal, 

sub-district chief; à 

lieutenant. If the vill es. a 
cope, there will be a mobile | 

perts; heavy equipment a 
and when Galunggung unleashe 
trouble, West Java plans to be rea 


A JOINT INTERNATION. 
MEDICAL PROGRAM - 


BY ST.GEORGE'S UNIVERSITY | 
SCHOOL OF MEDICINE | 


AND WAYNESBURG COLLEGE 


St. George's University, School of Medicine, in Grenada, West Indie 


cooperation with Waynesburg College, a fully-accredited. Liberal Arts 
"College in Pennsylvania, USA, has developed a 61/2 year premedic 
гапа medical program that gives students the specialized assistance an 

preparation they need to succeed in medical studies and диагапіе 

qualified candidates admission to the established and righ. secs zed 


“families (about 15,000 people) havê al- 
ready left and twice this number must go 

|. before long, mainly to Sur i f 

о giving Galunggung victims priority. He is | 

convinced that once the rainy season 
comes, probably by the end of this month, 

the evacuees s will, “know that: there is по 


mission into the medical school and qualify in 4 years St 
E the level of the General Certificate of Education ivance 
- need to pursue the 21/2 year premedical program at 
леде before obtaining automatic admission into the medical school 


For further information, please write to: 


; nitude of the threat 
be done to minimise 


ty, deciding who will sound the alarm; 
build dams and dykes, or coordinate ac- 
tivities. At one time, the NECB and its ; a: 
"agencies at provincial and’ district levels . Dr. . Wellington R.L. Friday, Co-Ordinator 
organised things, but apparently not much ...4oi nternational Program 


De > 
three task forces should be: placed under di EE 


burg College 
Pennsylvania. 15370, и S 








IN 
HONG KONG 
THE MOST 
DEMANDING 
TRAVELLERS 
STAY WITH 
US. 





only steps away from 
international banks and 
corporations. 


The other side isn’t: 


FURAMAZ. 
INTER? CONTINENTAL 
ON YOUR SIDE 


Hotel Furama Inter - Continental, 
No.1 Connaught Road Central, Hong Kong. 
For reservations call: Hong Kong 5-255111 
Telex: 73081 FURAM HX Bangkok 2515764 
Manila 89 4040 Singapore 2202476 
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rbour is right in the heart of 
_ the Central business district, 
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Second-class Soviets 


Antagonism between Russians and Central Asians in the army 
reflects a lack of racial harmony throughout the Soviet Union 


By Christopher Dobson 

he guerilla war in Afghanistan is ex- 

posing the rifts in the racial patchwork 
that makes up the Soviet Union. Reports 
from Kabul tell of constant friction, often 
flaring into violence, between Slavs in the 
Soviet army and conscripts from Central 
Asian states. 

While there is a religious element in this 
friction, with Muslim Central Asians tend- 
ing to identify to some extent with the Af- 
ghans, their brothers in Islam, most of the 
trouble springs from the fact that the 
Asians are treated like second-class sol- 
diers by the Slavs. Like American blacks 
in World War II, they are confined almost 
entirely to labour battalions. The combat 
and technical units are predominantly 
Slav and, with a few exceptions, those 


Asians who are assigned to combat units | 


are relegated to menial duties. They also 
have far fewer chances for promotion. 
The officers and sergeants in all units are 
overwhelmingly Russian and Ukrainian. 
It is not surprising, therefore, that 
under the strains of active service the 
frustrations of the Asians should erupt 
into violence. One of the most serious out- 
breaks occurred earlier this year at one of 
the main Soviet bases in northern Af- 
ghanistan when Tajik and Turkoman 
truck drivers, incensed by the *apartheid" 
attitude of their white comrades took re- 
venge by setting fire to trucks driven by 
Russians. The Russians retaliated and 
fighting broke out. It created a severe dis- 


ciplinary issue for an army which already | 


has sufficient problems in coping with the 
Afghan resistance guerillas. 

AII this is in direct contradiction to the 
official Soviet line that the armed forces 
serve as an important means of bringing 
together the hundred or so ethnic groups 











which make up the population of the 
Soviet Union. A recent report from the 
Rand Corporation, the authoritative 
Californian think-tank, revealed the real- 
ity behind the propaganda. Based on in- 
terviews with 130 former members of the 
Soviet forces now living in the West, the 
report said that rather than becoming 
"new Soviet men," the Asian conscripts 
retreat into nationalism in the face of the 
discrimination and contempt which they 
have to endure. Racial prejudice is com- 
pounded by the Central Asians' lower 
educational standards and their in- 
adequate command of the Russian lan- 
guage. As a result, ethnic groups in the 
armed forces keep very much together 
and communal violence is common — 
especially when there is racial abuse or 


| provocative behaviour such as forcing 


Muslims to eat pork. 

More than half the ex-soldiers inter- 
viewed for the Rand report had taken part 
in or knew of violent incidents. One of 
them told how a young Uzbek soldier whom 
everyone picked on because he was ra- 
cially and culturally different finally had 
enough. One day when the Uzbek was 
supposed to go on guard duty he took a 
machinegun from the rack and ctr pi 
the entire guard detail, killing several an 
wounding many. 


| av interviewee- reported: "There 


was constant tension between Latvians 
in our unit and Central Asians. After a par- 
ticularly vicious and insulting verbal at- 
tack on the Central Asians the Latvians 
were attacked with knives and slaughter 
ensued. This conflict went on for several 
months before it could be brought to a 
stop, and many people were injured. The 


Soviets on patrol in Afghanistan: who is the enemy? 
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can "bul everyoneiti the cooler, for if they 
did their superiors would find out, which is 
not good for their careers. So they try to 
hide such conflicts." 

These incidents in the armed forces are 
the tip of the iceberg of nationalistic dis- 
content among the minorities. Reporting 
on September 1 from Riga on a confer- 
ence with the resounding title of "The 
Development of Nationality Relations in 
Conditions of Developed Socialism," 
Moscow Radio's domestic service quoted 
one speaker as complaining that while the 
Soviet Constitution prohibits racial dis- 
crimination, “the ordinary consciousness 
of certain people at times lags behind so- 
cial consciousness. Since national in- 
terests extend to all spheres of human ac- 
tivity — economic, political and intellec- 
tual — the revival of national prejudice is 
possible in all these spheres. The struggle 
against this must be uncompromising." 

Earlier, on July 11, the Central Asian 
newspaper Kazakhstanskaya Pravda com- 
mented: "As yet, not everything in na- 
tional psychology, national traditions and 
customs accord fully with the essence of 
internationalist consciousness and com- 
munist ideals. Individual manifestations 
of national selfishness, national conceit 
and narrow mindedness . . . still occur." 
These are not the sort of statements the 
Soviet censors allow to be published un- 
less they reflect a problem which is so seri- 
ous the authorities must take public note 
of it in order to try to solve it. Shorn of 
their party-line verbiage, these remarks 
indicate that relations between Russians 
and the Muslim peoples of Central Asia 
are sensitive and deteriorating. 

At the heart of the problem is the fact 
that far more Central Asians are being 
born than so-called white Russians, a pro- 
cess which Soviet officials call — privately 
of course — the “yellowing” of the Soviet 
population. The 1979 census of the Soviet 
Union showed that since 1970 Tajikistan 
and Uzbekistan had increased their popu- 
lation by 30%, nearly five times faster 
than the Russian Republic. By the turn of 
the century Muslims will comprise 20% of 
the total Soviet population against 15% in 
1980 while Slavs will have dropped from 
53% to 46% or even less. These figures 
also mean that by 1995 between a quarter 
and a third of all recruits into the armed 
forces will be conscripted from the Muslim 
regions of the Soviet Union, a prospect 
which, given the state of disaffection 
among the Muslims in the army today, is 
not viewed with any confidence by the 

. Soviet high command. 

Moscow is attempting to deal with the 
situation with a form of reverse discrimi- 
nation, providing increased opportunities 
for the Central Asians to take the more re- 
sponsible and rewarding jobs in industry 
and the administration, while still keeping 
political power in Slav hands. This “yel- 
lowing” process also means that whereas 
ethnic Russians formerly held nearly all 
the responsible and skilled jobs, more 

- than half the industrial workers and tech- 
nicians in Uzbekistan are now Uzbeks, as 





ei 1839 marked the opening 
of the Anglo-Chinese war which led, 
first, to the ceding of Hongkong to Brit- 
ain "in perpetuity" (the Treaty of Nan- 
king, 1842), then to the similar seizure of 
the Kowloon peninsula (Treaty of Tian- 
jin, 1860), and finally to the 99-year 
lease of the New Territories (Conven- 
tion of Peking, 1898). 

However protracted, the negotiations 
which have now started on the future of 
Hongkong will certainly not be as 
troublesome and bloody as its seizure. 
Nor could the British repeat the initial 
surprise victory which Trade Super- 
intendent Capt. Charles Elliot, the 
founder of the colony, brilliantly 
achieved on September 5, when his two 
frigates ran along the Chinese line of 29 
anchored men-of-war off Chuenpi 
Point, gave them a starboard broadside 
at a distance of only 50 yds, turned and 
let them have the 
larboard broadside 
on the return tack. 
The Chinese can- 
nonon the Kowloon 
shore were sighted 
for a longer range 
and damaged only 
the frigates' rigging, 
wounding one sea- 
man. In 45 minutes, 
four of the Chinese 
men-of-war һай | Fifiot: under fire. 
been sunk and the 
remainder badly damaged. Elliot, never 
bloody-minded, called off the action. 

Then Hongkong Island first became a 
British naval base, when a Royal Navy 
expedition of 16 men-of-war and 31 ves- 
sels carrying 4,000 Irish, Scottish and In- 
dian troops arrived in June 1840. The 
commander was Rear-Adm. George El- 
liot, a cousin of Capt. Elliot, and a coin- 
cidental a ke tan di which must have 
persuaded many Chinese that nepotism 
was not confined to the Land of the 
Dragon. 

The British ships moved up the China 
coast, seized the Chusan Islands at the 
entrance to the Yangtze and boldly en- 
tered the Peiho river approach to Pe- 
king. The astonished emperor was con- 
fronted with Western cannon. The 
foreign devil, literally, was at the gate. 
But the emperor manifested the same 
scruples, fairness, logic and discipline 
that marked the behaviour of both sides 
from the start of the Opium War. He 
gave a Manchu mandarin, Kishen, the 
task of persuading the foreign devils to 
return to Canton, where he would pre- 
tend to consider and accept their de- 
mands, while his troops were assembled 
for a sudden counter-attack. 

Capt. Elliot had succeeded his cousin 
the admiral — invalided home — and he 
soon discovered that he was being given 





the honourable run-around. After s Я 


weeks, he captured the Chinese forts but | - 


refrained from seizing Canton 


Kishen came mincing to heel. Elliot з, ] 


tled for cession of Hongkong as the new 
independent and invulnerable centre. 
British trade in China, and also for a 
large indemnity payable by annual ins- 
talments Over six years. 

However, the emperor repudiated the 
agreement and the second instalment of 
the war broke out in March 1841. Elliot, - 
who was stupidly reckoned to have made 
а bad bargain over Hongkong, was re- 
placed by a Sir Henry Pottinger in Au- 
gust. The war continued and fierce fight- 
ing took place near Nanjing, where the 


Manchu army was destroyed and the em- у 


peror submitted 
Soin 1842 Hongkong became a British 
colony, a treaty was accepted for free 


trade with China at Canton, Amoy, | ~ 


Foochow, Ningpo and Shanghai, and the 
Chinese paid the demanded indemnity 


— described with chaste hypocrisy as. 


"property surrendered on ransom," 
though actually it was the overestimated 


value of 20,000 chests of illegal opium, | _ 


which had been surrendered to the 
Chinese in Canton in 1839. 


Britain and China agreed to end the zd 


opium traffic in 1907, on condition that 
the Chinese curtailed their widespread 
production of the drug and that the 
British reduced by one-tenth each year 


the exports from India. The agreement | 
ended satisfactorily in 1917 but by 1921 | 


Chinese warlords had revived the culti- | 


vation of poppies to pay their troops 
from an opium tax. 
very angry and threatened to approach 
the League of Nations. There was then 


The Pommies were | | 


no emperor to approach and there was | _ 


no place to send gunboats. But the com- 


mies took over and abolished opium in 4 


1949 — three years after the Pommies T E 
had decreed opium-smoking illegal in | 


Hongkong, which owed its birth to the 
ppies. 
If criticised for weakness in the negoti- 


ations over the sovereignty of Hong- | 


kong, Britain's Prime Minister Margaret 
Thatcher should remember that both 
Queen Victoria and her foreign secret- 
ary, Lord Palmerston, upbraided and 
later exiled Capt. Elliot for accepting. 
“the lowest terms" in his settlement with | 
the Chinese, stressing especially the “ab- 
surd” cession of Hongkong — “a barren 
island with hardly a house upon it." 

Let it also be remembered that, im- 
mediately after the foreign devils ac- 


a ee eae, = 


cepted sovefeignty, Chinese from the | - - 
mainland began pouring in — though |  - 
they had to live in tents, shanties and | _ 


huts. Would they remain at “home” or | 


be allowed to continue crossing the old | — 


border if the Union Jack is now hauled 
down over the skyscrapered landscape? 
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` tutes and, after graduation, to find jobs to 
_ fit their qualifications. 
These developments, along with the 
_ fact that the flourishing privately managed 
segment of agriculture is almost entirely in 

an hands, cause much resentment 
nong the Slavs. Not so many years аро 

_ the Slavs ruled the roost in Central Asia. 
— They enjoyed all the benefits of old- 
` fashioned colonialists and treated the 
Asians as subject peoples. Now they find 
Bum of change blowing through Cen- 

1 Asia. At the same time Central Asian 
f-confidence and sense of identity are 
engthening. While there are no signs of 
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Ву Ted Morello ^ ; 
New York: Nations seeking self-determi- 
nation for East Timor have mounted a 
- now-or-never diplomatic campaign aimed 
keeping the issue on the United Nations 
enda in the face of growing, if reluctant, 
rnational acceptance of Indonesia's 
m to sovereignty over the territory. 
r the protest of Indonesian Ambas- 
Ali Alatas, the self-determina- 
nists won their first victory of the cur- 
it UN General Assembly session on 
ember 22 when the steering commit- 
recommended without a vote to in- 
the question of East Timor on the 
session's agenda. 
The recommendation came despite in- 
ventions by delegates of the Philip- 
s, Turkey, Kuwait and Qatar support- 
$ Alataş’ contention that East Timor has 
een an integral part of Indonesia since it 
ime the nation's 27th province on July 
', 1976. Reiterating Jakarta's standard 
position, the ambassador said his govern- 
ment acted after the Timorese, "in the 
exercise of their right of self-determina- 
— tion," opted for independence from Por- 
| tugal and integration with Indonesia. 
. "Decolonisation has taken place in East 
bk Timor and any attempt to turn back the 
_ clock is unacceptable and will be reso- 
.. lutely opposed by the entire Indonesian 
. people," Alatas concluded. 
— . Nevertheless, two days later the com- 
ttee's recommendation was sent to the 
hary session, where it sparked another 
bate. This time, Indonesian delegate 
— Boer Mauna was challenged by represen- 
tatives of Portugal, Vanuatu, Zimbabwe 
and Mozambique when he repeated 
| Alatas’ objections. Vanuatu's J. Natuman 
| charged that Indonesia imposed its rule on 
| East Timor by force of arms after the Por- 
1 colonial government withdrew in 


do: 


5 


He added that no valid act of self-deter- 





; precisely 


Its now or never 
- Vanuatu joins in the last-ditch battle to keep the 
. East Timor issue alive in the international forum 


SNO 


d pened pP as the 
history. —— 
There was a storm last, year when the 
novel Olmas Qayalar (Immortal Cliffs) 
‘was published. Written by the Uzbek au- 
thor Mamadali Mahmudov, it deals with 
the Tsarist advance into Central Asia in 
the 19th century. Its heroes are those 
Asians who fought the Russian invaders. 
The Uzbeks’ failure to repel the invaders 
is blamed on their loss of national self-re- 
spect and love of homeland, The book was 
officially condemned — but it reflected 
the feelings of cultural 
nationalism which caused Soviet Presi- 
dent Leonid Brezhnev to lecture the cen- 


mination under UN 
supervision ever 
took place in the 
territory. Echoing 
Natuman, Portu- 
gal's Ambassador 
Rui E. Barbosa de 
Medina vowed that 
as "the administer- 
ing power in East 
Timor recognised 
by this organisation 
[the UN]," Portugal 
would *spare no ef- 
fort to cooperate 
with it to protect the 
national rights and 
the integrity of East 
Timor." 3 

After a final intervention by India regis- 
tering its reservation, the general assem- 
bly approved inclusion of the East Timor 
item on its agenda. The action sets the 
stage for another debate on the issue, 
probably in late November, first in the de- 
colonisation committee and then in the 


plenary session. As it did last year, the 


draft resolution will probably call on In- 
donesia, Portugal and the people of East 
Timor to cooperate with the UN to 
guarantee the Timorese the right to self- 
determination. 


К preparation for the plenary vote, 
both sides are actively canvassing. In- 
donesia and its supporters, including most 
of the Western countries and Ascan, will 
be trying to knock the item off the agenda 
once and for all. Fretilin, the Revolu- 
tionary Front for an Independent Timor, 
is being supported by Portugal, the Soviet 
bloc, and a number of non-aligned coun- 
tries, in trying to keep the issue alive. At- 
tention focuses on the general assembly 


scoreboard. 
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Soviet Uzbekistan has all along walked 
side by side in unbreakable formation with _ 
all the fraternal peoples of the USSR that 
it has managed to rise so quickly from past 
backwardness . . . There are quite a few 
glorious pages in the long history of the 
Uzbek people . . . but this would not have, 
been enough had you not been able to en- 
rich your culture with the achievements of 
modern civilisation, the spiritual values of 
socialism and the experience of other frat- 
ernal peoples." This is an argument with 
which, it is becoming increasingly obvi- 
ous, the growing and reawakened popula- 
поп of Central Asia doesnot agree. — [g 


ed: 


Last year, the tally was 54 in favour of 
the resolution and 42 against — a loss for 
Fretilin's side of four votes from the 1980 
count. But Fretilin's UN spokesman Jose 
Ramos-Horta said Portugal has mounted 
a worldwide campaign to promote 


Timorese  self-determination. Among 
other things, he said, Portugal’s President 
Ramalho Eanes has appointed former 
prime minister Lurdes Pintassilgo to work 
exclusively on the East Timor issue. 
Ramos-Horta added that the Portuguese 
parliament has set up an East Timor par- 
liamentary commission. comprising 19 
MPs representing all political parties. 

In his general assembly speech on Oc- 
tober 1, Portugal's Prime Minister Fran- 
cisco Pinto Balsemao called for an open 
dialogue under UN auspices to enable the 
Timorese to define their collective des- 
tiny. Afterwards, he told the REVIEW that 
"we are maintaining our position" that 
while Lisbon makes no claim to its former 
colony, it insists as a matter of principle on 
the population's right to self-determina- 
tion. 
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DOEING 757 


ISTHE MOST EFFICIENT NEW 
JETLINER FLYING TODAY. 


With fuel savings of up to 47%, the Boeing 757 can keep Southeast Asian airlines a step ahead of rising 
fuel costs. 

The 757 is equipped with quiet, fuel-efficient engines. It's built with advanced, lightweight materials. 
And it features computerized flight controls for the most economical operation of the aircraft. 

The new generation 757 also has a spacious single-aisle design. Overhead stowage compartments are 
large enough to accommodate carryon garment bags. 

And the 757 has the lowest cost per seat mile of any jetliner in its class. It can carry 186 passengers in a 
mixed class configuration and up to 239 all-tourist passengers. 

Fuel efficiency. Advanced technology. Passenger comfort. Add it all up and you'll see why flying will 
continue to be the world's best travel value. BOEING 


Getting people together 





When vou transfer 
through Chase, you 
owledee that 


You can relax because Chase has the latest computer technology in place to transfer 
US dollars to any money center in the world. And to confirm it instantly. And deliver 
a printed confirmation the next day. That's banking on Chase Time. 

A transfer with Chase is virtually error free. At Chase, we like technology to be 
easy to live with. So, unlike other funds transfer systems, Chase can take your order 
in just about any form. By mail, phone, telex, SWIFT, or from the computer terminal 
right at your desk. The minute you deliver it we feed it into our computer system. 


And speed it on its way to any of over 100 countries. It's no wonder that we transfer 





money overseas 
can relax in the 
we won't relax. 


more money than any other bank in the world. 

And when you use a Chase Regional Service Center located in Hong Kong, 
Singapore and Tokyo there is no problem in dealing with continents that have time 
zones completely out of synch with your own. So if there is an error, garbled or 
missing information it's caught. In your time zone. Before it's transferred. 

Now more than ever, time is money. So call the Chase Manhattan Bank. 
Contact Anna F. DeRossi, Second Vice-President. Tel: Hong Kong 5-7905005. 


In the race against time, the Chase is on. 


© The Chaseison. 
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First, we reduced the fricti 
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the engine mounting points to | 


areas on the cylinder block. 
Then, We dampened wind noise by smooth- 
ing out any jutting contours in the body design. 


And we added 50 percent more sound-insu- 
lating mate had used previously. 
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гог instance, supermarkets 
need it at the checkout. . 


In one motion, supermarket checkers now turn instant 
coffee into instant information. With NCR scanning 
systems, data on each item scanned is immediately 
available to the store manager, headquarters, 
wholesaler — whoever needs to know now. 


NCR's advanced transaction processing makes 
it happen. The result? Faster customer service. 
Improved checker productivity. Better stocking. 
More efficient labour scheduling. Which all adds 
up to increased profits. 


Another advantage — checkers, store managers, 
and headquarters executives don't have to be 
computer experts. Because we design our 
systems to give you the power you do need, 
without adding people you don't. 


At NCR, we dedicate our worldwide resources to the development 
and support of complete, cost-effective, “right now"’ information 
systems. Systems that meet the data processing needs of the food- _ 
store industry and a wide range of businesses around the globe. ~ 






























You can have NCR computer 
power where you need it. Call 


your NCR representative today. NC R E 
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Your organization will benefit 
with NCR Computer Power 
in your hands, too. 
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WE'RE HELPING MAN 
REACH FURTHER 
AND FURTHER. 





New roads. New dams. 
New industries, homes, 
and cities. In almost every 
field of construction, 
Komatsu builds the equip- 
ment it takes to get the job 
done. Even if it means building 
equipment that's never been 
built before. 
Like the world's first 
amphibious bulldozer. And the 
world's first remote-controlled 
seabed robot. 
Both of these Komatsu 
innovations have helped man 
achieve more than ever before. 
And they're typical of 
Komatsu's commitment to 
meeting the needs of builders 
the world over. 
In fact, as a total equipment 
manufacturer, we've for years 
offered builders a complete 
line-up of bulldozers, 
dumptrucks, and wheel-loaders. 
And now, we even have a wide 
range of hydraulic excavators 
that lets builders tailor the size 
of their machine to the size of 
their job. 
So when you want to reach 
further, dig deeper, or explore 
the unexplored, remember the 
name Komatsu. We build the 
equipment that builds a better 
world. 


efe KOMATSU 


Komatsu offices: Tokyo, Singapore Jakarta. Manila, Bangkok 
Bangalore. Karachi. Being. Sydney. istanbul. Cairo, Alger, Dubai 
Tehran, Baghdad, Jeddah Riyadh, Damman, Nairobi, Abidjan 
Niamey. Lagos. Johannesburg. Moscow. Warsaw. Brussels, Paris 
Madrid, Frankfurt , Stuttgart, London. Habana. Buenos Aires , Panama 
Caracas. Lima. Sao Paulo, Bogota. Mexico City, San Francisco 
Oakland. Pheladelphia. Detrot. Dallas Atlanta. Chicago, Toronto 
Vancouver. and distributors «n over 100 countries around the world 
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` And > brought our world to you. ; - 

Wherever you are in the Asia Pacific, we're 
there— with nine offices ready to open a world tha: 
begins with major American-Pacific ports, and 
stretches throughout our system of 900 western 
offices toward New York, Latin America, Europe 
and beyond. 

We're a leader in consolidating business through 
the Export-Import Bank (EXIM) and the Foreign 


Member FDIC 


rting ar ur cash management syste 
And now our whole world is here, ready for you 
to open the door, x by calling your nearest First 
Interstate Bank office. 
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HISTORY 


Secrecy indirect rule 


The Sociology of Secret Societies by 
Mak Lau Fong. Oxford University Press, 
Kuala Lumpur. 


THE powerful Chinese secret societies of 
19th-century Malaya have no true succes- 
sors today, Whereas, for example, studies 
of 19th-century Malaya invariably recount 
the extensive battles between the Ghee 
Hins and the Hai Sans in the rich tin-min- 
ing belt of the peninsula, current gang- 
land warfare in Malaysia or Singapore 
merits only terse newspaper reports. 

In their heyday the secret societies even 
allied with rival pretenders to the Malay 
sultanates. Today their political activity is 
confined to protecting a few politicians 
during local elections. This transforma- 
tion of the secret societies from mighty or- 
ganisations into no better than street 
gangs forms the subject of this book. 

To his credit, Mak departs from some 
other studies that revelled in the secret 
societies’ exotic rituals. Instead he treats 
the secret society as a subject of both his- 
torical interest and social concern. He is 
chiefly interested in the conditions that af- 
fected the secret societies’ position and in- 
fluence in Malaysia and Singapore over 
the past 100 years. 

Mak argues that historically the secret 
societies flourished because they offered 
protection to the immigrant Chinese. Ata 
time when the colonial authorities’ writ 
did not run in the Chinese community, the 
Kapitan China, such as Yap Ah Loy — 
usually the most powerful secret society 
headman — undertook a form of indirect 
rule on behalf of the British. The secret 
societies derived their power from their 
rights to government excise, opium and 
farms. They retained tin-mining conces- 
sions and recruited and controlled the 
newly arrived from China. 

But towards the late 19th century the 
government began to curb the activities of 
the secret societies and finally outlaw 
them. W. A. Pickering's appointment as 
the first "protector of the Chinese" 
supplanted the institution of the Kapitan 
China. The Dangerous Societies Ordi- 
nance (1869) signalled the beginning of 
systematic proscription of the secret 
societies. Dangerous Societies Suppres- 
sion (1882) and other amendments to the 
criminal code provided the legal basis of 
the suppression of the secret societies. 

Around the same time the economic 
power of the secret societies was eroded. 
'The colonial power removed the various 
farms from secret society control. It ended 
the secret societies’ hold over immigrant 
labour by taking over labour depots. 
European entry into tin mining was en- 
couraged and further undermined the re- 
venue base of the secret societies. 

Mak points out rightly that the societies 
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had to adapt their structure and composi- 
tion in the face of these threats to their 
existence. Among other things they even- 
tually recruited from heterogeneous 
Chinese dialect groups. They also de- 
pended on "symbiotic participants" — key 
figures in social circles and the under- 
world. 

As a consequence of having their hold 
loosened over the economic and social life 
of .Chinese immigrants, the secret 
societies resorted to carving out their own 
territories. No longer engaged in tin min- 
ing or the farms, they turned to protection 
rackets. The argument is generally plausi- 
ble and raises important issues. But Mak's 
treatment of them is superficial and he 
fails to explain their significance. 

He is content, for instance, to treat the 
social relations between the colonial gov- 
ernment, the Chinese immigrant commu- 
nity and the secret societies only as histori- 
cal background. He combines this with 
discussions of private security systems in 
Singapore. and police corruption in 
Malaysia to conclude blandly that “їп- 
adequacy in the legal protection system is 
conducive to the emergence of local 
Chinese secret societies." 

Mak similarly misses the significance of 
the shift from “occupational monopolisa- 
tion” to “territorial demarcation.” He 
sees it only as a means by which the secret 
societies adapted to unfavourable cir- 


cumstances. Thus all he has to say is that 
“the direction of activity of local Chinese 
secret societies is largely determined by 
changes in the related social institutions of 
the larger social system.” 

Such formulations, however, explain # 
nothing once shorn of their sociological 
jargon. Mak’s findings are trivial and fail 
to show how the older secret societies 
have withered into their present forms. 
Chinese secret societies served British 
colonialism well when the colonial 
power's purpose was limited to revenue 
collection. But they became an obstacle 
when the move to open up the Malayan 
economy to British capital got under way. 
To allow for capitalist penetration of the 
tin-mining sector, the British had to break 
the secret societies’ grip over Chinese im- 
migrant labour and thus create a market in 
wage labour over a few short decades. 

Thus the period saw the conjunction of 
European competition in the Malayan 
economy, the beginnings of capitalist 
development and the suppression of the 
secret societies. That the secret societies 
were a source of public disorder was mere 
happenstance in the eyes of British offi- 
cials intent on dissolving an older form of 
labour organisation and subjecting labour 
to market forces instead. 

In this respect the decline of secret 
societies bears a resemblance to events as 
far apart as the break-up of the medieval 
guilds in Europe and the end of the pecu- 
liar institution of slavery in the American 
south, all of which were justified as pro- 
gress towards a supposedly higher social, 
if not moral, order. — W. D. QIU 





SONCE the girls have gone into a tr- 
ance, the women’s chorus which has 
been singing Kidung becomes silent 
and, often at the request of the visiting 
goddesses, is replaced by a Cak 
which is a group of men drawn from the. 
temple congregation, who chant and 
sing and make vocal percussive pat- 
terns of a very distinctive nature. Fires 
have been prepared close at hand in 
front of the girls, and at this time, to 
test and prove the depth of their tr- 
ance, the girls jump onto the red-hot 
embers and tread on them with their 
bare feet. If they are sufficiently pos- 
sessed their feet will not be burned and 
they will feel no pain. ‘Come, come, 
my followers, why don't you join me to 
chase the bad spirits now? Hummmm?’ 
The girls seem almost to plead as they 
begin to dance at last. The gamelan 
legong, a classical Balinese percussion 
orchestra, begins to play in the outer 
courtyard of the temple, where the 
girls will soon be carried.* 

— From Balinese Dance in Transi- 
tion by |. Made Bandem and Fre- 
drik Eugene deBoer. Oxford Uni- 
versity Press. HK$330 (US$50). 
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| China adopts a three-tier economy with more power in Peking 





By Robert Delfs 
Peking: China is to adopt a tripartite 
—mixed economy combining centralised 
1 compulsory planning for certain key com- 
modities, non-mandatory guiding plans 
and floating prices for a wide range of in- 
- dustrial products and consumer goods and 
free-market production for non-staple 
.. foodstuffs and handicraft products. 
- Economic reform in industry, which has 
. lagged behind the liberalisation of the ag- 
ricultural sector, will continue and inten- 
_ Sify, but the pace will be gradual and con- 
. trolled. 
— The central government is reasserting 
| controls over investment and trade that 
- have been relaxed in recent years. The ob- 
-. jective is to rein in provincial and local ad- 
—ministrations and ensure that near-term 
| economic growth does not outstrip energy 
рр and transport capacity, which are 
Чч till inadequate. The recentralisation 
‘seems intended to preserve and enhance 
_ the autonomy of individual enterprises. It 
_ should also facilitate the extension of the 
` reforms to fields in which local govern- 
ment administrators have so far resisted 
. the new policies. 
— "The new consensus on the question of 
_ planning versus market forces marks the 
_end of a prolonged high-level debate as to 
- how far, and how fast, the economic re- 
"forms should proceed. The issue is 
charged politically, touching on the defini- 
‘tion of China as a socialist state. 

All parties to the debate, which has 
been played out behind closed doors but 
reflected in the widely divergent views ap- 
pearing in various Chinese economic jour- 
- nals, seem to accept as governing the for- 
mulation (attributed to politburo standing 
‘committee member Chen Yun) in the 
` “Resolution on Certain Questions in the 
. History of our Party" passed at the 11th 
central committee’s sixth plenum last 

r. This stated: “It is necessary, on the 

is of the system of public ownership, to 
planned economy and at the same 
- time to bring into play the supplementary 
_ role of market regulation." 

The advocates of planning generally 
| admit. that it is impossible to control all 
economic activity through centralised 

planning, but they deny that previous 
poor results and failures are intrinsic to 
planning itself, or that planning is inferior 
-. to regulation of supply and demand by the 
market. Writing in the Peking Jingji Yan- 
jiu (Economic Research) in June, Gong 
Shigi and Xu Yi said: “The setbacks in our 
economy since 1958, such as the Great 
Leap Forward, the 10 turbulent years and 
rashness in our work in 1978 were not the 
products of planned economy [but] be- 


cause we violated planned economy." In 
what would seem. ап understatement, 
Gong and Xu warned that “if enterprises 
are completely independent and the items 
and volume of their production com- 
pletely dependent on market supply and 
demand and the amount of profits, our 
economy will inevitably lean.in a capitalist 
direction." 

Yet not eventhe most fervent advocates 
of economic reform advocated that plan- 
ning should be completely abandoned, at 
least not openly. By June it was apparent 


that the dispute had narrowed to whether 
the planned sector of the economy should 
be controlled through compulsory plans, 
in thé form of output quotas, or indirectly 
by means of instructional or guiding plans 


and so-called “economic levers.” Advo- 
cates of guiding plans argued that, rather 
than attempting to dictate the output of in- 
dividual factories, the state should adjust 
supply and demand by adjusting prices. 
Adjusting tax-rate differentials can have 
the same effect. By increasing or reducing 
profit margins, it can also adjust for ad- 
vantages or disadvantages resulting from 
imbalanced prices. Long-term growth pat- 
terns can be influenced by instructing 
banking authorities to supply credit pre- 
ferentially to areas where expansion is 
needed, and restrict credit to those where 
over-supply threatens. 


y ges emergence of a compromise com- 
bining mandatery planning, guidance 
planning and free-market production was 
confirmed in party General Secretary Hu 
Yaobang's report to the 12th party con- 
gress on September 1. Hu said that plan- 
ned production and circulation would 
cover the main body of the national econ- 


Mixed from the centre 


omy, while production and distribution of 
some products would be regulated spon- 
taneously through the market. Hu en- 
dorsed reforms that had extended the 
powers of enterprisesand market forces as 
correct, but said that lack of coordination 
among different reform measures and dif- 
ficulties in administering the newly 
liberalised economy had created certain 
problems. 

Planning, Hu said, would take two dif- 
ferent forms: 

» Mandatory plans for capital goods 





and state-sector consumer goods vital to 
the national economy and the people's 
livelihood. 

» Guidance (non-compulsory) plans, 
to be implemented by means of economic 
levers. 

Hu said that both kinds of planning 
would be based on “objective economic 
conditions” of supply and demand. And 
the reforms — giving more autonomy to 
enterprises and incentives to workers and 
management — would continue. During 
the sixth five-year plan (1981-85), the re- 
port said: “We must consolidate and per- 
fect the initial reforms in economic admin- 
istration and work out an early overall 
plan for reform and the measures for its 
implementation." 

Prices are the crux of the dilemma 
which has frustrated reform in industry so 
far. The market mechanism can rationally 
regulate production only if prices indicate 
actual supply and demand conditions; if 
enterprises truly compete, and if there are 
adequate incentives to reward enterprises 
which compete more successfully than 
others. But correcting tbe irrational re- 
lationship of prices in the Chinese econ- 
omy presents enormous practical and poli- 
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tical difficulties. Abruptly decontrolling 
the price of manufactured goods would 
allow efficient producers in Shang- 
hai, Tianjin and the northeast to cut their 
prices dramatically, forcing inefficient 
producers in other areas out of business 
and creating severe localised unemploy- 
ment. 

Uncontrolled increases in the prices of 
grains, oils, cloth and other consumer 
staples would erode real incomes, espe- 
cially in urban areas. This is a matter of ex- 
treme political sensitivity. Many Chinese 
still remember the disastrous hyperinfla- 
tion of the late 1940s — between 1946 and 
1949 consumer prices in Shanghai bal- 
looned millions of percent — which con- 
tributed to destabilising the former 
Kuomintang government. The extremely 
low rate of increase in consumer prices in 
China since the early 1950s is probably un- 
paralleled in the world, and maintaining 


Suzhou market: freely negotiable prices. 


public confidence in price stability is a 
high government priority. 


m in the prices of industrial 
raw materials could disrupt production 
because enterprises are accustomed to 
making annual plans assuming absolutely 
fixed costs. There are no forward markets 
to protect against higher costs and no 
practical experience for projecting or 
budgeting future changes in raw-materials 
prices. Price changes will therefore have 
to be gradual and controlled, giving in- 
stitutions and individuals time to adapt 
and allowing new institutions to be 
created as necessary. In his report to the 
12th congress Hu said that, on the premise 
that basic stability of commodity prices is 
maintained, there must be gradual reform 
of prices and the price-control system. 
The basic structure of the new price sys- 
tem, paralleling the tripartite division of 
the economy into compulsory-planning, 
guidance planning and free-market sec- 
tors, was revealed in new provisional 
price-control regulations promulgated by 
the State Council only days before the 
12th party congress opened. 

The new regulations erase the previous 
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distinction between consumer goods, 
commodities and means of production. 
They establish three new categories of 
prices applying to agricultural and indus- 
trial products and to non-commodity ser- 
vices such as transport and communica- 
tions. Prices for certain primary. com- 
modities — which will include consumer 
staples such as grain and edible oils as well 
as industrial raw materials such as steel, 
coal, petroleum and electricity — will be 
fixed by state price-control departments 
as before. These are fungible com- 
modities, so establishing unified prices ac- 
cording to national product standards 
does not present undue difficulties. 

A second tier of commodities and ser- 
vices will be purchased and sold at prices 
set by the enterprises which produce or 
distribute them, within a range set by the 
state. This list will probably include a va- 
riety of manufactured goods, including 





consumer products, and perhaps some in- 
dustrial materials (speciality steel pro- 
ducts, machinery, and 


wish to be named told the REVIEW that 
prices for these commodities would be al- 
lowed to float upwards or downwards 
20% from a state-set benchmark price. If 
so, this floating range of 50% (in terms of 
the lowest allowable price) is much higher 
than was expected. 

The third category of commodities, 
farm and sideline products sold at urban 
and rural markets will be sold at prices 
freely negotiated between buyer and sell- 
er. Commercial departments are empow- 
ered to intervene in these markets by 
buying up excess commodities to support 
prices or selling from stockpiles. 

The regulations apply to import and ex- 
port transactions as well as internal trade, 
and to commodities produced by foreign 
enterprises in China and by joint ventures 
between Chinese and foreign enterprises, 
though special exemptions can be ob- 
tained. Standing exceptions will be made 
in remote mountainous and minority re- 
gions, ill-served by distribution channels. 

This system should allow the authorities 





to gradually adjust the prices of first-tier 
commodities at a pace which will not in- 
duce local economic dislocations or cause 
serious social or politica] unrest. The 
floating range for second-tier com- 
modities will allow real economic compe- 
tition between enterprises to take place. 
The gradual adjustment of benchmark 
prices will give some inefficient producers 
time to reorganise and become competi- 
tive or shift to new products, while stag- 
gering the inevitable failures over a period 
of time so that displaced workers can be 
reabsorbed elsewhere. Exactly where the 
line of demarcation between the first and 
second tier of commodities will be set is 
still under debate. 


Е" price reform, the next priori- 
ty for change necessary to make enter- 
prise-autonomy really work is the labour 
system. The bonus system was intended t9 
reward individual productivity, but in 
practice bonuses have often been distri- 
buted indiscriminately. Enterprises now 
have the right to fire employees for serious 
transgressions, but this rarely occurs. 

In Ris report to the 12th party congress 
Hu reaffirmed the need for a reform of 
labour policy but so far not even a general 
policy has emerged, and it may be years 
before substantial changes are made. A 
compromise is also likely in this area, offi- 
cials say. Enterprises could be allowed to 
select and hire managerial and technical 
staff directly, and upper-level employees 
might have greater freedom to change 
jobs. Enterprises will also have more free- 
dom to promote lower-level workers to 
higher grades. The system of labour as- 
signment will remain for most workers, 
however, though planners believe it can 
be improved so that workers’ skills and | 
desires and the enterprises’ needs are bet- 


| ter matched. 
intermediate | 
goods). A Chinese official who did not | 


At the same time, there is now a 
shift under way towards recentralisation 
of economic power back to the national- 
level ministries and commissions. But this 
is occurring largely at the expense of pro- 
vincial and local administrations, not indi- 
vidual enterprises, and does not represent 
backtracking on reforms. As the late 
China economist Alexander Eckstein 
pointed out, decentralisation at the na- 
tional level in China — shifting decision- 
making power to local administrative 
bodies — can appear as centralisation to a 
lower-level enterprise which then must 
deal with an immediately superior govern- 
ing body wielding more authority ang less 
subject to checks from above, and which 
may appropriate to itself discretionary 
powers previously exercised by the enter- 
prise. 

It is common to view China's economic 
reforms as representing a single move- 
ment from irrationally hyper-centralised 
state control towards a more open system 
resembling modern mixed-market econ- 
omies. Many economists in China seem to 
share this view, but another perspective 
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onal, People’s Congas next 
-collecting organs were there- 
t prepared for the expanded re-. 
-gathering role required by the con- 
of enterprises from extensions of 
ate into independent profit-generat- 
d tax-paying units: 
administrations were able:to fun- 
‘ofits generated by locally controlled 
ises into new investments that 
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pushing the overall level of im- 
t beyond the capacity of construc 
partments to carry out. Also new 
acked adequate energy supply or 
sort capacity. At the same time, the 
ues available to the central govern- 
ere reduced. It proved impossible 
pport simultaneously the full range of 
ment in major infrastructural pro- 
ded to develop energy supply and 
and long-overdue investment in 
d public services, while absorb- 
ipe food subsidies, the cost of which 
o a third of all central govern- 
enditures (REVIEW, Mar. ; 
onal authorities used their new 
ic powers to erect economic block- 
igainst other regions to protect local 
tries against competition from more 
nt outside producers, They set up 
nterprises in profitable fields such as 
'o to:which they channelled raw. ma- 
denying them to. more efficient 











































some instances restricted competi- 
ncouraged monopolistic. practices 
rupted traditional patterns of inter- 
ide. The State Council has поў T 
ed by prohibiting local authorities 
interference in inter-regional trade. 
iis report to the 12th party con 

hat while central rev 


(REVIEW, May 28). This is likely to be 








icers. As a result, decentralisation | 


industrial enterpri 


| | from’state вгапіѕ 0 bank loans as the pri- - 
| mary source of investment funds 


one of 
: important of the: reforms 


further expanded, not only because it im- 
proves the efficiency of investment and 
frees state funds'for infrastructural and 
non-productive investment in housing and 
public welfare, but also because it 


governments and locally organised enter- 


| prises, which are no longer solely depen- 


dent: on the government unit for invest- 
ment funds. 

In theory, thë mixedmäřket approach 
and gradual reforms are not new. The new 
consensus resembles proposals suggested 
by Chen at the eighth party congress in 
1956, a watershed year when China, disil- 







lusioned with the Soviet development | t 


model, seémed on the brink of significant 
economic and political liberalisation. But 


. When China abandoned the Soviet model 


| turned to the door it failed to open 25 









weakens the relationship between local | 


Shaogi was ruptured shortly afterwards by 
the Cultural Revolution. 
In the past three years China has te- 


years ago. Perhaps the most important dif- 
ference today is that the radical *Maoist" 
alternative has been so thoroughly discre- 
дига ‘by. the disastrous results of the 





“Leap” and the Cultural Revolution that a 


successful leftist Backlash seems out of the 
question, ; 

Deng's reform: have decisively proved 
their worth in agriculture. There now 
seems. to be general agreement. that 











| further and substantial liberalisation in in~ 






dustry. and commerce is necessary as well. 
The classical Soviet planning model still 
has its advocates though, in the main, the 
iti he debate over plan- 
forces 
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but rather how far ar v fast. But any 
serious setback could strengthen the hand 
of the hard-line pro-planners. 





Protesting too loudly | 


Government denials that the Japanese economy is ina mess 
seem to be belied by the introduction of иту measures 


By Hikaru Kerns - 


Tokyo: Announcing a ¥2.07 trillion. 
(US$7.6 billion) stimulatory package to 


be proposed to the Diet in a special ses- 
sion, Finance Minister. Michio Watanabe 
made a point of telling a Tokyo press con- 


ference on October 8 that the Japanese 


economy is fundamentally sound and in 
better condition than those of most other 
countries. 


This apparent contradiction — that the 


economy is doing weil but that extraordin- 


| ary stimulatory measures have to be intro- 


duced — was a result of economic policy 


‚ being shaped in a highly charged partisan 


atmosphere. Watanabe, a supporter of 


ernment's economic policies voiced by op- 


posing Liberal Democratic Party (LDP) | tri 
| faction leaders. He was also reacting to fe» | tio 
cent adverse foreign reports which culmi-. | 5 
nated in a statement by United States | r 
. Treasury Secretary Donald. Regan that 
| the recent weakness of the yen was due to- 


a "real domestic crisis in the Haganes 


economy.’ 


The state. of the econom and 


t ficit-ridden budget have beco: 
_ issues in the murky сарам 


Prime Minister Zenko Suzuki, was re- 
sponding to persistent criticism of the gov-. 









win re-elect he support of faction 
leaders. Kakuei aka апа Yasuhiro 
Nakasone, he had been making a big effort 
to cover his weaknesses. The idea that the 
Japanese economy is not in any difficulty 
was the main thesis of Watanabe's appear- 
ance before the foreign press, following a 
meeting of economic inisters that mone 















— and a proba e candidate i in the presi- 
dential election -= has been. Toshio 
Komoto, head of the Economic Planning 
Agency and the “crown prince” of form- 
er- prime. minister Takeo. Miki's. 

tion of the LDP. Komoto had been con- 
tending that the Japanese economy was in 









“the grip of stagnation and required a ¥2-3 











fusion of public spending. Addi-. 
‘Komoto: had. been promoting 
vestment-tax credit for small and 
businesses, more public funds for 
housing, more loans for plant exports and 
ап early special session of the Diet to ap- 
prove the supplementary budget. 



























1! was known 
iki's leadership abili 





tion by Ichiro Nakagawa, a minor fac- 
leader struggling to attain the requis- 

endorsements from .LDP MPs to 
fy as a candidate for the LDP presi- 
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*Priticism of the Japanese economy and 
MP the budget deficit had been prominent 
ı the Japanese press — and Suzuki felt 
ed to appear on TV nationwide on 
nber 17 to explain to the Japanese 
le the "state of emergency" in the 
nment's finances. Apparently, sev- 
foreign press reports following the 
h did not make clear the distinction 
cen the problems of the economy and 
of the budget. A major US news- 
‚ for example, carried an accurate 
about the state of ME AL in 
an's public finances, but the headline 
: "Suzuki declares Japan economy in 


shape. g 
'atanabe said at the October 8 press 
conference that he was "shocked" by 
foreign press reports that the Japanese 
_ economy was in crisis. Indeed, Suzuki and 
Watanabe had been proclaiming for 
| ths, though not too loudly, the rela- 
merits of the Japanese ‘economy. 
А nabe maintained that Suzuki's tele- 
ed speech had been misconstrued. Just 
how strong is the Japanese economy? 
Vatanabe cited the following indicators: 
` » Gross national product: the real 
growth of the Japanese GNP in fiscal 1982 
endi cms March) is now estimated to 
3.4%. Watanabe said this figure com- 
з favourably with the average real 
wth rate among Organisation for 
nomic Cooperation and Development 
ries of 0.5%. It may be noted that 
4% GNP. growth estimate is a re- 
d-down version of the original target 
of 5.2% on which tax-revenue- forecasts 


Japan's consumer-price 
ex is expected to rise no more than 3%, 
in improvement over the original govern- 
estimate of 4.7%. Wholesale prices 
uld rise by only 2%. This compares, 
Watanabe said, to inflation estimates of 
5.9% for the US, 8% for Britain and 5.1% 
for West Germany. 
Employment: in August the un- 
loyment rate in Japan stood at 2.3% 
us 9.7% for the US, 7.8% for West 
Germany, 8.6% for France and 12.5% for 
ain. Watanabe said the 1,300-1,500 
cuptcies a month in Japan did not 
duce an increase in unemployment be- 
sause other firms with a labour shortage 
ave absorbed the workers released. 
Foreign trade: Japanese exports will 
bably reach US$40 billion, down about 
US$25 billion from original estimates, but 
Japan will still have a trade surplus of 
105$20 billion. Watanabe said that Japan 
- has been suppressing exports to avoid 
- trade friction. ; 
Ё _ * Labour productivity: The rate of in- 
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i le income 
steadily n: since February this year, at 
the rate of 2-3% a year, 

» The yen: Watanabe denied Regan's 
charge that the weak yen reflected the dire 
state of the Japanese economy. He said 
the yen exchange market has been hyper- 
sensitive and that the yen will be stronger 
in the medium to long term based on the 
fundamental strength of the "Japanese 
economic reality." 
refer that day to the yen climbing back 
into the ¥260 to US$1 range after plum- 
meting recently to the mid-270s. 

Admitting, however, to “problems” in 
the government budget, Watanabe 
blamed the revenue shortfall on the ef- 
fects of the global recession on Japan. He 
also blamed government payments, such 
as those for old-age pensions, medical 
care and education which respectively 
rose fivefold, fourfold and threefold in 10 
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Watanabe: partisan battle. 





years, while tax revenue rose only 2.3 
times in the same period. He asked for a 
greater share of the burden to be borne by 
the people, a remark interpreted as imply- 
ing the possibility of a tax increase next 
year. 


uzuki had made the rehabilitation of 

public finances an important objective 
of his administration. The surprisingly large 
revenue shortfall, now estimated to be #6 
trillion on top of a Y2.4 trillion shortfall in 
fiscal 1981, has forced him to renege on his 
goal of phasing out the issue of deficit-cov- 
ering bonds by 1984. This year it is be- 
lieved that the government will have to 
float Y4 trillion worth of bonds to meet 
expenditures. The government is also re- 
portedly juggling reserve funds to post- 
pone actual redemption of earlier bonds 
now maturing, and slashing subsidies to 
local governments. For the long term, 
Suzuki was relying on *administrative re- 
form," namely the reorganisation and par- 
ing down of government agencies. Suzuki 
hadalready announced a controversial pay 
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1pien т ostly pump- 
priming measures — at a time when the 
economy is supposedly healthy yet the 
budget is in a state of emergency — was 
evidently an attempt to neutralise the 
economic issue that Suzuki's opponents 
Komoto and Abe had been trying to 
exploit in their presidential campaign. In 
response to a question from the REVIEW 
as to whether the stimulatory measures 
had anything to do with the political chal- 
lenge of Komoto and other candidates, 
Watanabe burst out laughing and said: “1 
leave it to your imagination." 

The measures adopted by the govern- 
ment on October 8 are apparently a way to 
satisfy the call for "seed money" for 
economic expansion and hence increase 
tax revenue without immediately ag- 
gravating the budget deficit. This financial 
sleight of hand would be accomplished 
prodding the local governments, the pri- 
vate banks and the public to yield capital 
for government-designated projects. 

Of the ¥2.07 trillion stimulatory pack- 
age to be incorporated in the supplemen- 
tary budget, ¥500 billion will come from 
local-government spending on public 
works. The national government will on 
disburse this year ¥ 120 billion of the ¥5 
billion earmarked for national public 
works, signing contract orders for the rest 
of the amount, in the belief that construc- 
tion companies can obtain bank loans on 
the basis of orders in hand and promptly 
begin projects. 

There is to be ¥750 billion in disaster- 
relief programmes, of which ¥500 billion 
will be financed by floating bonds. A ¥300 
billion budget for additional housing loans 
includes an unspecified amount provided 
by home-owners' capital. Other measures 
include raising the ceiling on housing and 
small-business loans by about 17% , boost- 
ing loan funds to promote plant exports 
and purchasing aluminium ingots to aid 
the aluminium-smelting industry. The 
government postponed for further در‎ 
the issue of investment credits for small 
and medium businesses. 

Watanabe said the key to further 
economic growth is personal consumption 
— which accounts for 58% of the GNP — 
rather than public works, which represent 
only 9%. The objective, he said, is to 
stabilise prices to permit expansion of per- 
sonal consumption and to give the econ- 
A only appropriate doses of public 
works. 


The Japanese economy has been seen 
by some observers as performing less vig- 
orously than Watanabe portrayed it, and 
there is no doubt that some sectors of the 
economy have been weak. Corporate pro- 
fits of the petroleum and power industries 
have been abysmal. A Nihon Keizai Shim- 
bun survey indicates that the profit decline 
of petroleum and power companies to- 
gether probably totalled ¥262.5 billion in 
the September 1982 (first-half) term, ac- 
counting for a 4376 portion of the term-to- 
term profit decline of 25.896 for all indus- 
tries surveyed. Qa 
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Less speed, more ha 


diversification into space and aerospace activities 


By Mike Tharp 

Tokyo: Katsuji Kawamata, Nissan Motor 
Co.'s 77-year-old chairman, likes to fish. 
So does Takashi Ishihara, 72, the com- 
pany's president. But Kawamata prefers 
angling for trout and bass in Japan's quiet 
lakes, while Ishihara likes the thrill of reel- 
ing in big swordfish from the open ocean. 
Their fishing rites reflect their different 
management styles. Kawamata, a former 
banker from the Industrial Bank of Japan 
who joined Nissan 20 years ago, takes a 
cautious, conservative tack, mindful of 
the bottom line. Ishihara has been the 
main architect of an aggressive interna- 
tional strategy that has made Nissan 
Japan's most outward-looking vehicle 
manufacturer. 

Now, however, Japan's second-largest 
vehicle-maker plans to mark time, at least 
temporarily, on its ambitious overseas 
projects. The company will also accelerate 
diversification of its business into space 
and aerospace activities. Nissan, which 
makes Datsun cars, does not foresee a 
time when its main operation will be any- 
thing but making and selling cars. Its four 
non-vehicle divisions currently account 
for less than 22% of its *3.9 trillion 
(US$15 billion) sales. At best, that ratio 
could double in the next few years. Nor 
does the company intend to shift radically 
from its recent pattern of vigorous selling 
and production abroad. 

"There is no future in producing com- 
plete vehicles in Japan and exporting them 
as finished products," Ishihara told the 
REVIEW. “The barriers are too great, and 
I would expect such exports of finished 
vehicles to trend down. In order to resolve 
this issue, we are faced with the task of in- 
vesting overseas . . ." 

The company now has 25 manufactur- 
ing and assembly plants outside Japan and 
it has tied up with or acquired interests in 
several foreign car firms. They include 
agreements with or stakes in Volkswagen, 
Alfa Romeo, Motor Iberica of Spain, Yue 
Loong Motor in Taiwan, Siam Motors in 
Bangkok, Tan Choong and Sons in 
Malaysia and a pick-up truck plant in the 
United States. 

Nevertheless, worldwide economic rc- 
cession and internal management dis- 
agreements have caused Nissan planners 
to pause, at least briefly, in their previ- 
ously energetic overseas expansion pro- 

rammes. While catching its corporate 

reath about cars, Nissan is moving to- 
wards more diversification, particularly in 
the high-technology space sector. The 
company is also likely to participate in de- 
veloping a civilian transport aircraft now 
in the planning stages. And it will enlarge 
its fork-lift, marine-products and textile- 
machinery lines. 
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Nissan slows down its ambitious car projects and accelerates 


Nissan's pause is illustrated by its recent | sales slump in vehicles and *a very dif- 
decision to postpone а sizable investment 
in a car factory in Britain and by its flag- | delay. However, there were at least three 
ging interest in joining the Taiwan Gov- | other important factors behind the com- 
ernment as a joint-venture partner in a | pany's reasoning. One was the possibility 
vehicle plant there. Its commitment to | of so-called local-content legislation being 
broadening its business lines can be seen 
in the recent agreemént with Martin | would require a certain level, perhaps up 
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defence and space-development projects _ 
centring on rockets and launch vehicles. > | 

The proposed British plant would have 
been Nissan's largest overseas project to - 
date, costing at least ¥150 billion and pros 
jected to turn out 200,000 cars a year. Nis- 
san announced the postponement of its - 
decision in July after studying the pro- ~ 
ject's feasibility for about a year(REVIEW, - 
July 30). Ishihara blamed the worldwide 


ficult^ British labour situation for the 


introduced in the British Parliament. This - 
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For further information apply directly to: 4 
Foreign Trade Company * 
33, Alex. Sahia St., Bucharest, Romania, | 
Telephone: 13.70.81 
Telex: 11547, 11584 
POB: 13-90 ^ 





The computing technique in our 
export programme includes: — 


— М-118 microcomputers for in- 
voicing, management and 
text processing with 64 Kb 
memory, equipped with Intel- 
8080 microprocessor 

— Microcomputers of the Coral 
series with internal memory 
of up to 4 M 6 — similar to 
those of the PDP 11 family 
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struction of each vehicle. Nissan andother 
Japanese vehicle-makers strongly oppose 
such bills, including an even stronger mea- 
sure now being debated by the US Con- 
gress. 

A second consideration was the grow- 


ing possibility that any vehicles produced: 


` in the British plant would be regarded as 
"foreign" cars in some states of the Euro- 
pean Economic Community, subject to 
tariffs and duties notlevied on other goods 
traded among EEC countries. Ishihara 
declined to comment on either rationale, 
saying they were “delicate issues." 

Finally, Nissan's senior management 
appeared to be at odds over whether to 
proceed with the project. Ishihara is well- 
known throughout the industry as the 
company's leading proponent of a high- 
profile overseas marketing and merger 
strategy. However, it appears Kawamata 
succeeded in persuading senior board 
members that the depressed global econ- 
omy would make the British venture not 
commercially profitable for at least a de- 
cade. The balance-sheet seemed to take 
precedence over other factors, leading to 
numerous reports in Japan's financial 
press about boardroom conflict between 
the two headstrong executives. 

In an interview Ishihara denied the 
rumours of internal management dissen- 
sion or that postponing the British plant 
was a "split decision." Observing that the 
project would hàve a major impact on Nis- 
san, he said there was "extensive discus- 
sion and debate among the top-manage- 
ment ranks," but he added the decision to 
delay the plant was a unanimous one. 

Nissan's interest in the proposed ven- 
ture with the Taiwan Government to build 
up to 200,000 cars a year there (REVIEW, 
Dec. 25, '81) has waned for several 
reasons. Ishihara noted that existing vehi- 
cle-makers in Taiwan are working at only 
50-60% of capacity, so a huge new plant 
would be redundant now. He also cited re- 

rts of serious management problems 

tween General Motors and the Taiwan 
Government in the Hua Tong large-truck 
venture. "There are those who wonder 
about the viability of an automobile com- 
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Kawamata: cautious approach. 


pany or industry restructuring led by the 
Taiwan Government," he said. It is likely 


the joint venture will be postponed for- 


some time, causing a loss of face for the 
Taiwan Government, which invited 
foreign proposals nearly three years ago. 


esides international constraints, the 
Japanese market is near saturation 
point for new sales. Seisi Kato, senior ad- 
viser to the board of Toyota Motor Co., 
told the REVIEW he expects domestic sales 
industry-wide to drop 8-9% next year, 
This would mean even more heated com- 
petition among Japanese vehicle-makers. 
Ishihara believes a company's success or 
failure in Japan will depend on its 
technological capability and on being able 
to lower costs by automating production. 
One example of Nissan's technology 
drive is its push to equip more of its cars 
with turbochargers, which increase power 
while reducing fuel consumption. The 
proportion of new Japanese cars fitted 
with turbochargers rose to 9% this year 
from 4% in 1980, and some 30% of Nis- 
san's models are now turbocharged — the 
highest level in the world. Last year Nis- 
san completed a ¥50 billion technical 
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same amount over the next five years on 
other technical projects. In addition, it 
will spend about ¥200 billion over the 
next three years on more production 
facilities. 

Nissan's diversification will emphasise 
space development. The company first 
undertook space reséarch in 1953 and has 
built several models of solid-propellant 
rockets over the years, including the third- 
stage and auxiliary rockets for the tele- 
communications satellite launched last 
year. That was the first satellite orbited by 
Japan without foreign assistance. The tie- 
up with Martin Marietta, announced in 
August, signals a major step in expanding 
space-related activities, Kazuo Shibata, 
general manager of Nissan's aeronautical 
and space division, expects Japanese firms 
to increase their defence work appreciably 
in the next few years. "Our top manage- 
ment viewed this from a broad perspec- 
tive," he said, "including trade friction 
from car exports, and they expect our divi- 
sion to step up our efforts so we will contri- 
bute more significantly to national de- 
fence." 

Space and aerospace business now ac- 
counts for only about 0.4% of Nissan's an- 
nual sales, but Shibata wants to increase 
that “to several percent" of total turnover 
as soon as possible. The Martin Marietta 
agreement calls for cooperative exchanges 
of technology and people, and most 
analysts suggest Nissan will provide robo- 
tics know-how in return for the American 
company's capability in rockets, missiles 
and other space-related products. Nissan 
officials claim the recent merger battle 
among Martin Marietta, Bendix Corp., 
United Technologies and Allied Corp. 
will have no effect on its arrangements 
with the now  debt-ridden Martin 
Marietta. 

Nissan is likely to be helped in its de- 
fence expansion through its close ties with 
Hitachi Ltd (which now provides ad- 
vanced electronic-control systems for 
cars) and with the Fuyo group, which in- 
cludes Fuji Heavy Industries, as well as 
Hitachi. Japanese analysts say the three 
firms will now divide defence work among 
themselves, with Nissan providing engines 
and launching vehicles, Fuji the rocket 
bodies and Hitachi the control devices and 
electronic hardware. 

The Ministry of International Trade 
and Industry has also strongly urged Nis- 
san to participate in development of the 
YXX civilian transport aircraft now on 
the drawing board. The YXX is a short- 
range passenger aircraft that will be able 
to carry about 150 people. Japanese com- 
panies and Boeing of the US hope, 
through joint development, to put the air- 
craft in service in the second half of the 
1980s. Nissan has not yet decided whether 
to join the project, which could require up 
to ¥40 billion in capital investment by the 
vehicle-maker and around 8% interest in 
the entire project by the Fuji-Nissan 
group. But given the company's commit- 
ment'to further development of its space- 
and defence-related production, Nissan 
will probably join. 
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To do business between one 
country and another, you need to 
build bridges. 

Between different cultures, 
different languages, different 
regulations, and different currencies. 

There's one bank that can 
help you to build your bridges. 

Barclays Bank. 


SPAN THE WORLD. 
Barclays has a truly international 
banking network - covering 83 
countries, and all the world's key 
financial and business centres. 
So wherever you're doing business, 
there's a branch waiting to help you. 


Altogether you've got over 
5.300 branches to choose from-all 
run by Barclays. 


FOUNDATIONS AT BOTH ENDS. 

All are staffed by highly-trained, 
experienced people. People who 
really know what's going on. 

'That means you get detailed, 
accurate, up-to-date information. 
And, equally important, you will 
find that since Barclays people are 
speaking to Barclays people, 
communications , 
are simpler, 
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NO WEIGHT LIMIT. 

You would expect a bank with 
so large an international network to 
have a strong asset base. 

Even so, you might be surprised 
to learn that Barclays' total assets 
run to over USS93 billion (as at Dec. 
31, 1981). 

Which is enough to take care of 
any project you've got in mind - from 
the smaller deals to the very largest. 

So next time you need finance, 
information or advice ,talk to 
Barclays Bank. They'll 
help you build your 
ҮЙ bridges-and cross 


aie to the other side. 


CORPORATE ENQUIRIES WILL BE WELCOMED BY THE BARCLAYS INTERNATIONAL GROUP IN 
AUSTRALIA, CHINA, FIJI, HONG KONG, INDONESIA, JAPAN, KOREA, MALAYSIA, NEW ZEALAND, PHILIPPINES, SINGAPORE, VANUATU 


The Holiday Inn recipe 


Business and pleasure. They make a very special cocktail - and one that Holiday 
Inn can mix better than anyone else. For business, we've got convention facilities, 
secretarial services and executive clubs, and locations in 20 major Asian cities. For 
pleasure, we've got gourmet restaurants, luxurious surroundings, leisure activities 
and - oh, so relaxing bars 

Next time you're choosing a hotel, remember that Holiday Inn is the largest 
international chain in Asia. Everywhere you go, Holiday Inn is waiting to greet you, 
with standards of luxury that just might surprise you 
We'll make you smile in everything we do - from Martinis to Manhattans. 





т 
Well make yo" 


Bombay e Colombo € Hong Kong (2) е Islamabad 

Kanazawa € Kaohsiung € Karachi € Kuala Lumpur € Kuching 
Kyoto e Manila € Narita € Osaka € Penang e Singapore 
Tahiti € Taipei € Tokyo € Toyohashi e Yokohama 





For further information and reservations, contact any Holiday Inn 
or our Regional Director of Sales, c/o Golden Mile Holiday Inn 
Hong Kong, TST PO Box 95555, 50 Nathan Road, Kowloon, 

Hong Kong. Tel: 3-693111. Telex: HX 56332. Cable: HOLIDAYINN. 


Holiday Sun’ 


International-Asia/Pacific 


e 
short- 
cut to 
trading 
with 
China. 


China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 


ing China's potential as a market 


for their products. 

Yet, for 19 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


RDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine. 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 
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Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
REPORT. | enclose $ 


Annual subscription rates 
HK$1,295 M/S$490 US$225 £125 A$215 
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Sent airmail anywhere in the world. ' 


You know what one picture is worth. 





If only we could fly the Taj-Mahal 
to every city in the world, we would. 
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Experience the grandeur of a bygone era aboard Air- 

India's Onent Express 

Somehow the world seems smaller and distant places 

seem nearer when you fly Air-India 

Maybe it's the luxurious and distinctive fleet of 747s 

Maybe it's the convenient fight schedules to 4 4 cities 

around the world, Maybe its the gentle hostess who 
45. Serves you as if you меге ће only guest 


Official Corrier It's all this and more that makes Air-India's Orient GULS AE - Be AREE 


IX ASIAN GAMES, DELHI 1982 Express the orient express Window to a different world. 
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Trade finance leaders 
in Southeast Asia 
Total assets exceeding S: 

Network of over 80 branches stretching 
from Singapore and Malaysia to 
Hong Kong, Tokyo, London, 
with agencies in New York, 

Los Angeles and a 
representative office in Sydney. 


UNITED OVERSEAS BANK GROUP + 


Head Office: United Overseas Bank Building, 1 Bonham Street, Raffles Place, Singapore 0104. Tel: 919988. Telex: RS 21539 & RS 21804 TYEHUA. Cable TYEHUABANK 
Malaysian Central Offices: Chung Khiaw Bank, Bangunan Lee Wah Bank, 10-14 Medan Pasar, Kuala Lumpur. Tel: 87761. Telex: MA 30232 CKBKL 
Cable: CHUNGBANK. Lee Wah Bank Bangunan Lee Wah Bank, 10-14 Medan Pasar, Kuala Lumpur, Tel: 88351. Telex: MA 30265 LEEWAH. Cable: BANKLEEWAH 
Hong Kong: 54-58 Des Voeux Road Central Hong Kong. Tel: 5-257171. Telex: HX 74581 TY HUA. Cable: TY EHUABANK 
Tokyo: New Kokusai Building, 4-1, 3-Chome, Marunouc hi, Chiyoda-ku, Tokyo. Tel: 03-2164251. Telex: J 22178 TYEHUA. Cable: TYEHUABANK 
London: 2 South Place, London EC2M 2PR. Tel: 01-628-3504/7. Telex: 888278 TYEHUA С. Cable: TYEHUABANK 
New York: 130, Liberty Street, 27th Floor, New York, NY 10006. Tel: 212-775-0560. Telex: 232265 TYHA UR. Cable: TYEHUABANK 
Los Angeles: 911 Wilshire Boulevard, Suite 1800, Los Angeles, California 90017-3478. Tel: 213-623-8042. Telex: 6831011 TYHUA. Cable: TYEHUABANK 
Sydney: Suite 5, Level 60, MLC Centre, Martin Place, Sydney, N.S.W. 2000, Australia. Tel: 221-1924, 221-2518. Telex: AA 73507 TYHUA 
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DOWN TO EARTH 


TO KNOW YOUR BANK, KNOW YOUR MAN ! DOWN TO 
EARTH, DOWN TO BUSINESS ! WE'VE BEEN KNOWN FOR 
CENTURIES ! CONSISTENT, SOBER, KNOWLEDGEABLE i! 
VERY DUTCH ! PATIENTLY BUILDING А NETWORK ! OVER 
200 FOREIGN BRANCHES, 42 COUNTRIES, 5 CONTINENTS | 
AT HOME IN ALL FINANCIAL CENTERS ! ADAPTABLE ! 
MOVING IN TO STAY ! THE DUTCH BANKER ! OUR TOTAL 
ASSETS ARE NOW OVER $ 45,000,000,000 ! AND GROWING ! 
MEET US IN YOUR OWN LANGUAGE ! WHEREVER YOU ARE 1 
ABNBank THE DUTCH BANKER 


Head Office: Algemene Bank Nederland, 32 Vijzelstraat, Р.О. Box 669, 1000 EG Amsterdam, tel. (020) 299111, telex 11417 
Regional Manager North East Asia: Hong Kong, tel. 5-236001, telex 73453. Branches in Hong Kong, Kowloon, Seoul, Tokyo, 
Kobe, Osaka, Fukuoka, Taipei Regional Manager South East Asia Singapore, tel. 91 55 1l, telex 24396 
Branches in: Singapore, Colombo, Kuala Lumpur, Penang, Jakarta 





The chill digs in 


By Jeffrey Segal 

> 7| Kuala Lumpur: Strange as it may sound, the three 
coldest locations in Asia are nowhere near the 
Himalayas. They are barely north of the Equator — 
at Bontang Bay in East Kalimantan, Lumut in 

— Brunei and Lho Seumawe in North Sumatra. These 
curiously chilly spots, where ice can be seen forming on exposed 
surfaces, produce an equally curious commodity that can change 
its physical state and.shrink to only a 600th of its normal volume. 
Perhaps even more surprisingly, this product earns more in ex- 
port revenues for Asia than all the region's traditional com- 
modities except crude oil. These three places are the sites of 
huge gas liquefaction plants, and the product they make is 
liquefied natural gas, or LNG — methane gas from under the 
soil or seabed that is refrigerated to a temperature of —160°С, 
cold enough to turn it into a liquid. Special cryogenic tankers 
then carry it, in its compressed form, to import terminals in the 
consuming country where it is warmed up again, "regasified" 
and piped to homes, factories and power plants. 

The commercial LNG industry is only 18 years old, but in that 
short time world trade in the product has grown to reach a peak 
equivalent, in energy terms, of about 600,000 barrels a day of 
crude. Six buying and six selling countries are now in the market, 
tied together in the long-term contracts that the costly and com- 
plex supply system demands. A small number of Asian coun- 
tries, however, are overwhelmingly dominant, both on the ex- 
porting and importing side. «РА 

Asian natural-gas reserves in themselves are not especially 
big. The Paris-based Cedigaz organisation puts proven reserves 
for the whole region, including China but excluding the Soviet 
Far East, at only about 6 trillion cu. ms — broadly similar in 
heat-producing capacity to regional oil reserves, but fairly insig- 
nificant compared to the 85 trillion cu. ms global total. But the 
countries with the largest reserves in Asia also have the smallest 
potential domestic markets for the gas, leaving huge surpluses 
for export. Pipeline sales, which make up five-sixths of overall 
world trade in natural gas, are out of the question for most Asian 
producers as they lack common land borders with major con- 
suming states. There are only two cross-border gas pipeline sys- 
tems in the region, from Afghanistan to the Soviet Union and a 
far smaller network from Sarawak to Brunei, though 
Bangladesh also has plans for a line to the industrial areas of the 
Indian State of West Bengal. 

Indonesia and Brunei have taken the LNG route instead, 
nearly monopolising world trade along the way. From 47% of 
total LNG exports in 1979, their combined share of the market 
grew to 62% in 1980 and an estimated 65% last year. For more 
than two years Indonesia has ranked No. | among exporting 
‘countries, with Brunei in second place, followed by Algeria, 
Abu Dhabi, Libya and Alaska. Asian exports in 1982 should 
reach some 14.3 million tonnes, 400,000 tonnes higher than last 
year, and will rise again by 1.7 million tonnes in 1983 when 
Malaysia's new LNG plant comes on stream. The region also has 
by far the world's biggest LNG importer in Japan, plus poteri- 
tially lucrative markets in South Korea and Taiwan. Japan took 
56% of world deliveries of the product in 1979, 74% in 1980 and 
around 79% in 1981, from sources in Asia, the Gulf and North 
America. The other consuming countries — the United States, 
France, Italy, Spain and Britain — follow far behind. 

Yet the impressive growth rates of recent years mask some 
real problems which the industry will face in the near future. The 
repeated oil crises of the 1970s have meant searching reapprai- 
sals of future supply and demand for all types of energy, conven- 
tional and unconventional. The LNG sector, though, is in a spe- 
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cial position because of the massive commitments which both 
buyers and sellers have to make to get even the smallest delivery _ 
system working. Production and gathering facilities, liquefac- _ 
tion “trains,” port installations, tankers, reception terminals _ 
and pipelines take years to construct and years to pay for. Any 
upset in the energy or economic balance can easily delay a pro- 
ject or force its promoters to cancel it for good. 1 
Changing market conditions over the past two or three years | 
have brought about not one, but five serious upsets that now 
threaten the viability of LNG schemes in Asia more than else- — 


lowered economic-growth targets have trimmed LNG demand _ 
projections for at least the next 10 years, particularly in d 

“The reduction in Japan's economic and energy demand is hav- _ 
ing a very negative effect on the potential LNG market,” the _ 
Roy M. Huffington (Huffco) vice-president for LNG in Jakarta, _ 
Julian Mote, told the REVIEW. At the same time, the outlook for — 
LNG prices has sunk from buoyant optimism just a couple oi 


E m z ж E 
LNG tanker: cold cargo on the move. 
ing between 1976 and 1979 and then doubling again in 1980, & 
most countries’ prices peaked around the middle of last year and _ 
have now fallen back significantly, in some cases by up to 1096. —— 
(Prices are graded on a British thermal unit, or BTU basis and _ 
different countries have different methods of setting the rate per — 
BTU.) 
But while LNG prices have slipped, the prices of most of its - 
major competitor fuels have taken a nosedive. Two rivals forthe — 
important boiler-fuel market, residual fuel oil and liquefied _ 
petroleum gas (LPG) plus a substitute for the residential and — 
commercial sector, gasoil, have all fallen more steeply than | 
LNG. Prices of coal, too, which already fills a sixth of Japan's | 
energy requirements, are on the downturn. With Polish mines | 
back in production, American labour problems mostly solved | 
and Australian ports operating normally, the world coal market _ 
is “flooded,” according to Gerard McCloskey, editor of the Lon- 
don-based Financial Times’ International Coal Report. “It's bad _ 
now and it's going to get worse," McCloskey says. “In Japan 
every bit of stocking space is full. They're refusing to take coal 
they've contracted for." 
Japanese trade statistics give a good illustration of the erosion 


69 . 











| i e same period LPG prices 
» and steaming coal went up by just - 






port projects to service the 5 


7 | Kuala Lumpur: Gas-indus- 
ЕЙ "ty studies like to divide 
TY | liquefied natural gas (LNG) 
КИЛИ projects into five categories 
See (0 make forecasting as accu- 
ate as possible. The "existing contracts" 
ory is self-explanatory. “Firm” 
emes are those for which sales con- 
cts have been signed and construction 
rk i is under way. Projects in the “proba- 
"' slot usually have some form of sales 
nt and a clear outline of the 
e drawn up, but might lack final ap- 
"Possible" projects are still at the 
on stage, while those listed as "sus- 
have either been shelved or 
d altogether. 
king only existing projects (except 
due to expire) plus those considered 
and probable gives what forecasters 
“median case" or “best-guess” fig- 
or 1990 LNG sales from the Asian re- 
n outside the Soviet Union of some 
million tonnes. That compares very 
ively with today's 12.6 million- 
annual contract level, but is mar- 
cedly lower than earlier forecasts for the 
ime year. The Far East Oil and Energy 
'v. for example, published last year 
Petroleum Economist and Petrocon- 
lants, gave an equivalent estimate 
rly 4 million tonnes higher — one indi- 
ion of how deteriorating economic con- 
ons have already begun to make in- 
ds into expansion plans. 
The most pessimistic forecast, or the 
w case,” would include only current 
firm projects, giving а 1990 exports 
ction of only 25.1 million tonnes. 
g to the other extreme, and including 
the Lion pd as well as the “proba- 
| uces an outright maximum of 
r et an 50.million tonnes, four times 
1982 figure. 
isia's oldest existing LNG project is in 
i. where three stages and three 
arate companies take gas from the 
_ offshore fields to Japan. In the first stage, 
+ 50% даза ыйан Brunei Shell 


conomic problem —rapidly escalating costs — 
- impact of declining returns for new LNG sales. The estimated 
cost of Australia's LNG project, for example, has trebled in the. 
— past five years, while interest charges have risen ала. govern- 
(me nts ability to back up private-sector funding has dropped. 
' final adverse market factor arises from Japan's determina- 
to diversify its sources of ШРШ, causing а rash of compet- 
rinking Japanese market at a 
when other parts of the world are seeing major cutbacks. 
pensions and disruptions of supplies from North Africa to 
rope and the US actually reduced world 
r 15-year peak of 25 million tonnes in 1979 to some 23 million 
s the following vear апа again to around 21. 5 million ton- 


ER has added major | m TET Ss qne ns 


Haryono’s’ forecast of 18 Indonesian trains on stream by 1990 — 
13 more than at present — looks increasingly dubious. “We were 
talking very optimistically,” 
' Sudarno Martosewojo, admits. ` 
Industry sources agree that now could $e a very bad time to 
start a new project. London-based analyst Edward Faridany, of | 
Ocean Phoenix Transport, says the LNG market is suffering 
from "indigestion," adding that the glut of supply over demand 
will continue late into the decade. “In 1980, if you did an 
economic profile of an LNG project, it would be justified,” 
states a multinational energy company executive in Kuala Lum- 
t now, we're talking of zero ا ی‎ growth.” 








































LNG exports from 


pur; 


Whe is, what will be and 
| few inflated hopes _ 


Petroleum pipes gas mainly from the 
southwest Ampa field 39 kms to Lumut, 
There it is sold to Brunei LNG, acompany - 
owned in equal shares by Shell Petroleum 
NV, Mitsubishi Corp. and the govern- 
ment. Brunei LNG liquefies the gas at its 
five-train Lumut plant then sells it to 
Brunei Coldgas, owned by the same 
partners. Coldgas in turn charters seven 
73,000-cu. m. tankers from Shell Tankers 
(UK) and delivers a minimum 155 car- 
goes, or about 270 trillion British thermal 


units (BTU) a year to Japan. The annual. 


contract volume, equivalent to slightly 
more than 5.1 million tonnes, is split 
among Tokyo Electric (3.4 million tonnes 
a year), Tokyo Gas (1 million) and Osaka 
Gas (700,000). Deliveries began in De- 
cember 1972 and carry on for another 11 
years. Sales in 1981 totalled 5.2 million 
tonnes in 158 cargoes, while in January- 


‘June this year there were 77 sailings. 


Next on stream after Brunei was the 
Badak project in Indonesia, where Ame- 


rican-owned Huffco (and more recently 


France’s Total) supply gas from the Badak 
and Handil fields in East Kalimantan to 








fiti 
mpet 


here in the Pa 


strong in LNG 
basin,” complains 
president- director Piet 


Pertamina's LNG coordinator, 


the two-train ШЕ Botan ‚56 kms to 


‘the north. The plant is by state oil 
corporation Pertamina but is operated by 
a company made up of Pertamina itself 
(55%), the Нисо group (30%) and a 
financing vehicle known as the Jilco Con- 

-sortium (15%). Jilco in turn comprises the 
six Japanese LNG buyers — Chubu Elec- 
tric, Kansai Electric, Kyushu Electric, 
Osaka Gas and Nippon Steel, joined last 
April by Toho Gas — plus two other Ja- 


' panese utilities, seven trading companies, 


16 banks and a Pertamina oil-trading sub- 
sidiary. 


ver in North Sumatra the newer Arun 
project, liquefying раз from Mobil’s 
Arun field ata three-train unit 20 kms distant 
at Lho Seumawe, is owned and operated by 
the same groups but with Mobil taking a 
30% share rather than Huffco, Pertamina 
charters eight 125,000-cu. m. tankers from 
Burmah Gas Transport and ships a 
plateau volume of 388 trillion BTU 
(roughly 7.5 million tonnes) a year from 
Badak and Arun to Japan. About 4.3 mil- 
lion tonnes, or 222 trillion BTU, of the 
joint contract volume comes from Badak, 
where deliveries began in August 1977, 
and the rest from Arun, which came on 
stream 14 months later. Kansai takes 2.4 
million tonnes a year, Kyushu 1.5 million, 
Osaka 1.3 million, Nippon Steel 600,000, 
and Chubu 1.7 million — including Toho 
Gas' share. 
Both plants have in the meantime been 
"de-bottlenecked" to allow them to work 
at anything up to 120% of their design ca- 
pacity, releasing surplus LNG for short- 
term contract sales. The five original 
buyers signed up in late 1979 for an addi- 
tional 3.4 million tonnes over four years, 
and Tokyo Electric took a further six car- 
goes, or 330,000 tonnes, in 1980, Total In- 
donesian exports topped 153 cargoes, or 
8.7 million tonnes, the following year, and 


| | are scheduled to reach 160 cargoes in 1982 


— 86 from Arun and 74 from Badak. 
Moving into the "firm" category of new 
projects turns up another three schemes, 
all delayed by eua y wrangles. The 
most advanced is in M ‚ involving 
gas from five fields 


piping 
. — Е-11, F-23, F-6, E-8 and E-16 — in the 


Central Luconia basin, 125-275 kms 
offshore from — to the кечын 
Г; - 
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q 
million tonnes of LNG a year for T ohok 
Electric (2.9 million tonnes) and To 
Electric, which signed a 20-year а 


or 2 20 years to Toky Elec- it ks after the Badak deal |. 


illion) and Tokyo Gas (2m : inalised. Engineering for t 


plant was about 85% complete by | 


etter of understanding. signed mid-year and first deliveries are now se 
ber 1979 and a confirmation of for January 1984, seven months off targe 
signed two months later, but са! Japanese joint ventures will own and ru 


be leaving the plant — possibly -| the four new 125,000-cu. m. tankers | 


$ | needed for Arun and the three for Badak: 
inal plans had called for exports st 

in 1979 or 1980, but a long-running dis-. | Pwo projects are thought to- be ad: 
с over production-sharing terms set | M vanced enough to earn (ће "probable" 
m back. First-year sales: should reach tag, though again, economic- and energy- 
million tonnes, rising to 3 million ton- .| growth slowdowns have meant delays in 
in 1984, 4.5 milliontonnes in 1985 and | seeing them through: In one, Pertamina 
full volume the following year. «| would convert the current short-term con- 
тё are two other firm projects being | tract sales from surplus capacity at Arun 
in Indonesia. At Badak, Bechtel | and Badak into a 15-year, 1.6 million-ton- 
‘had: Бу July completed 92% of the- | nes-a-year deal. The five original Japan- 
eering work on a two-train expan- | ese buyers talked about the plan for à year 
f the existing plant, designed to pro- | after it was announced in December 1980, 
m the Badak, Handil, Nilam, | but then broke off negotiations. However, 
nd Attaka fields into 3.2 million | since the plant, the ships, the buyers and 
$a year of LNG for four Japanese | even the existing four-year arrangement 
Chubu- Electric (1.5 million ton- | are already in place, it looks likely that the 








p MA 6 million 
19 years. Phase 


tie Supply of pipe 


is well. ч 
;TheLNG 
been put 


only evens 
with eight Japane 
Kansai, Chugo 


lion tonnes a year each; Tok 

Osaka Gas (650,000 tonnes “each); and 
Toho Gas (200,000 tonnes). The outlook 
for the project is not very hopeful: 
“You've got a relatively soft energy mar- 
ket," a Wondside spokesman: in Perth иш 


ing cif prices end up being whittled down by some US$3-—- even 
i orc Cade earner for Asian | before gas production and gathering costs аге taken into ac- 


nomies can hardly be overstated. In Brunei, for | count. 


. example, LNG sales grossed a record 40% of total How much of these netbacks go to the state апа how much to 
„export revenues in the first quarter of 1982 despite | the private sector varies from country to country. In Brunei, 

op in values to B$788.4 million (US$361. 7 million). In- {+ which still has the old oil- and gas-concession system rather than 
rst-half supplies brought in more than ps 3billion, | the production-sharing system which most petroleum producers 


the country's foreign-currency. - 
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have adopted, ‘Brunei Shell receives; à 
“plant gate" price for the gas it sells to 


— Brunei LNG, A. acto eparately from 


МС in turn gets 
a fixed rate iquefied product sold 
to Coldgas, fron en ан takes the 


‘gas price; sec Douce taxes on 


Brunei Shell, Brunei LNG and Coldgas, 
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0761 in Brunei 
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the Review, "and naturally everybody's 
fairly cautious about signing а 20-year 
contract." 

Further down the line is a long list of 
LNG schemes still mostly at the drawing- 
board stage. Their prospects as a group 
have dimmed considerably over the past 
couple of years. Pertamina and Exxon 
have sketched a plan for a three- or four- 
train, 8 million tonnes-a-year LNG plant 
on Great Natuna island, for example, that 
would liquefy gas from what one Indone- 
sian oil-company executive called “as- 
tronomical" reserves — estimated at 


Jakarta confirmed. 


equity participation in the North West Shelf project, but there 
again current practice gives the authorities 46% of profits 
through corporation tax plus 10% of the wellhead gas values in 
royalties. 

Malaysia's profit-splitting scheme lies halfway between the 
Brunei method and the full production-sharing system. At the 
production stage, as in Brunei, Sarawak Shell will be selling gas 
to Malaysia LNG at a still-to-be-negotiated plant-gate fee tied to 
the export price. Then Sarawak Shell's takings will be appor- 
tioned according to the production-sharing formula. The 
Sarawak state government and the federal government will each 
get 5% off the top in royalties. Shell will be able to retain up to 
25% a year of the output value as cost recovery, but the balance 
— 65% or more of gross production — will be split 70:30 in 
favour of Petronas. With the company's 30% then subject to a 
45% income-tax levy, the basic share-out at the production 
phase works out at more than 64% to the authorities and less 
than 36% to Shell. When it comes to the liquefaction process, 
Petronas takes a further 65% through its equity holding in 
Malaysia LNG, and the federal government gains via tax. 

The Indonesian system is more straightforward, but just as 
lucrative for the government. All the money paid by the Japan- 
ese importers goes into a so-called trustee paying-agent account 
at the New York City branch of Continental Bank of Illinois. 
The trustee paying agent then makes four separate payouts ac- 
cording to an agreed formula. First, Jilco gets a share to repay 
the capital investment loans. Secondly, the tanker operators 
(the Energy Transportation Corp.) get paid. Next, the liquefac- 
tion plant owners (Pertamina) are reimbursed. The balance — 
currently US$4.20-4.30 — is split between Pertamina and the 
producers after the latter have recovered their operating costs. 
Mobil and Huffco's original production-sharing contracts give a 
split of 65:35 in favour of Pertamina, including all taxes. Even 
before accounting for cost recovery, earnings from 1981 sales 
work out at some US$400 million for Mobil and US$300 million 
for Huffco, with roughly US$1.2 billion going to Pertamina., . 

—JEFFREY SEGAL 
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carbon-dioxide 
plus the worsening economic climate, cast 
doubts on the scheme, however. "The 
Natuna project is just not on," concludes 
another company official. “Around this 
part of the world there's so much other 


proposal from Conoco and Perta- 

mina for producing LNG from small 
pockets of gas west of Natuna has also ap- 
parently been shelved. Two years ago, the 
two companies asked for bids for a unique 
floating liquefaction plant to process 
either LNG or methanol, which would ini- 
tially work over Conoco's Bawal discov- 
ery and then move to other fields when the 
reserves there were exhausted. Some 30 
bidders responded, but a combination of 
disappointing results from a confirmation 
well at Bawal and the deepening economic 
gloom stalled their plans. The project now 
is "nowhere," a Conoco spokesman in 


- Also moved to the back burner is Per- 
tamina's PacIndonesia project to dedicate 
three new trains at Arun to the Califor- 
nian trade. Two US utilities, Southern 
California Gas and Pacific Gas and Elec- 
tric, signed a contract for 226 trillion BTU 
a year (4.4 million tonnes) as long ago as 
September 1973, but nine years later 
PaciIndonesia is a “ghost” project, accord- 
ing to a Japanese banker in Jakarta. Prob- 
lems over pricing, US energy policy and 
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late. The Americans had to relinquish — - 
their rights to specific Arun gas reserves in ' | 
December 1980, though the contract is — 
still being renewed annually. l 
Two of the three trains meant for Pacln | 
donesia went to Tohoku Electric and - 
Tokyo Electric, and the third could be — | 
switched to South Korean buyers. The 
two countries energy ministries have _ 
been talking about a possible LNG deal — 
since January 1981, but have cut back the 
proposed volumes from a maximum 3.3 
million tonnes a year from two trains at _ 
Arun to 1.65 million from just one, start _ 
ing in 1985. Other potential sources for —. 
South Korea include the Natuna project — 
(with which a second prospective buyer, - 
Taiwan, has also been linked), Canada, _ 
Australia oreven Malaysia. South Korean _ 
and Malaysian sources confirmed the two 
countries had recently been negotiating - 
for around 1.5 million tonnes a year, - 
which a Kuala Lumpur executive said _ 
would be supplied simply by “de- _ 
bottlenecking" the plant at Bintulu. E. 
The Malaysian Government has re- | 
peatedly turned down plans to build extra. - 
LNG facilities, including a scheme put for- 
ward by Mitsubishi, but is now talking in- 
stead about running Bintulu for double - 
the planned 20-year time span. "Sara a 
expects to get LNG for the next 40 years — 
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. gas (LNG) strictly to the: in- 
ustrial economies of. the 


Pacific Basin. Oneis the oh cost ef: ep ы 
“down in Japan. In April this year, the 


verita te terminals; which a бше 


| have to: bear: Japan, the United States, 


South Korea and Taiwan are all obvious 
outlets, but-for different reasons each of 


them looks less accessible now than а 


couple of years ago. 


The Japanese market has expanded ata} 


phenomenal rate since imports fi 
: 1969: Within silio ars, del 


ctor: where | 


é country's 
power needs. i j 
electric utilities 
Chubu, Kansai and.K yu 
LNG in their plants, and. a. sixth, 
- Chugoku, plans to bring in supplies from 


Australia. The Osaka, Tokyo. and Toho | 
along with 


„gas companies are also buy 


one industrial coi ppon Steel. 
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Kyushu island: A seventh is under con- | 
. struction at Niigata, western Honshu; 
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by Bangkok; though: is the Thai Govern- 


ments plan to run ће LNG project 


through a government-led, wholly Thai- 
owned company. Although this company, 
yet to be formed. might later offer a 4 

t iket T 


tting e their own 
x скаве, said to include pers s Nissho- 


i Jeop 
.| might eventually have to be scrapped. 


‘There are regional precedents {ога 


doning ENG: plans.’ їп the pasi 


years, for example, projects to export 2. 
3.2 million tonnes a year from New Ze: 
land and 3.6 million tonnes a'year from 
Bangladesh have both been cancelled 


-similar stage. Various proposals for pro- 


ducing LNG from Pakistani and Chinese 
gas reserves have also been dropped with- 


| outeven getting that far. 


-JEFFREY SEGAL‏ سید 


ius doner. a 
on the “northern tip of 


while an eighth is planned, near Tokyo. 
Future growth, though, is being scaled 


Ministry of International Trade and In- 


|) dustry published a. major downward revi- 
| sion of its long-term energy outlook of | ^ 


August 1979, citing cuts in the forecast 
economic growth rate for the 1980s to 


| below. 8% a year; successful energy saving 
; by industries such as cement and steel and 


structural changes in Japan’s industrial 


` fabric; away from Heavy energy-userssuch | 


hemicals and pulp and paper to. more 
agal consumers such as assembly and 
indüstries. Forecast. 


Гехаѕ Pacific, PSA would. be kept | 


ойу" 





most fuels, but wa 

ginal projects. T 
estimate for committed Jz 
in 1990 is already Al 


iiidüstrial buyers: pay t 
tal" ot actual price of thei 
than allowing the utili 


“| average the higher LNG 
| cheaper domestic gas. Ink 


after the federal government turi 
two-big Algerian import sch 
Energy ا‎ an noun ` 


gas = c Exerc qM Alaska, s 
"and Canadian or € 
"supplies. Former pr 


stic sup 
begin to get tight. 


South Korea: could de on 


years 

Korea Elec 
was tà build 
пага Аза) i 





pr 
уза could make up 
h some 32 mon 


n- | around 3 million tonnes a year, fa 


and the way 
il or other. petroleum 


's are qu ed in US dollars per 
hermalunits (BTU) rather 
There are INE some 


ed-g 
bia’s 34° “marker” crude; by 
, contains about 5.84 million 
gh-quality light crude such as 
Е Ѕаһагап has some 5. 6 million 


d" prices for LNG, but 


of separate pricing 


ch buyer and seller 


written into their 20-year 
1 | determined 


| North African exporters were charging at. 
| the same time, the Indonesian and Brunei 
figures: looked impressive. But crude-oil- ; 


Western Europe in be 
со argue that LN 


ie published figure of 7 million t 


_| April in line with changes in the price of 
‘| Indonesian 


low-sulphur. crude. In- 
donesia's own pricing formula is more 


complex. There are three elements. The. 


first is a base price of 99 US cents as of 
1975. This base is escalated 9096 accord- 
ing to the official fob prices of 19 Indone- 
sian crudes, and 10% according to an au- 
tomatic yearly rise of 3%. The second ele- 
ment is an annually revised freight charge 
set at 53 US cents for 1981-82. The final 


i topay heh буны м 
ly Us per million BTU 


L50 for a new project from South- 


1 east Asia to Japan), and also cover losses 
of up to 396 per voyage (through evapora- 
; tion), plus the cost of receiving, regasify- 
| ing and distributing the product. One 
American importer recently estimated 


LNG would cost US$3.26 
the US pipeline sys- 
t didat the Algerian 


that its Algerian 


mained unchanged, th id Pertami 
added a abre d 


element is the “curad,” or currency-ad- | U 


justment factor. If the exchange rate of 
the US-dollar moves up or down by more 
than 3% against a basket of 11 other cur- 


rencies, the price Indonesia receives falls. |. 
| or tises according to the increased or re- 


duced buying power of the dollar. How- 
ever, if Indonesia. changes the, official 


prices of two or more crude-oil streams, 


then the curad is overruled and the ratio of 
the US dollar to the other currencies is re- 
set to zero at their new alignment. 


"Ва price moved up steadily during 
the 1970s, gaining about 8% a year to 


-| US$2.36 for the 1979-80 delivery year. In- 
; | donesia had already averaged about 


US$2.40 in 1977, its first year of exports, 


and by 1979 Arun and Badak.LNG was . 


fetching roughly US$3.40. 
Compared to the. US$T.90 or so the 


prices, meanwhile, were rising by lea 


| and bounds. Three Opec summits 
; : N : 


a year, while some spot-market 


| already topped US$45. Brunei's USS2. M 


kept rising, $0 too did th crude-oil- 

LNG price, which gained another 

US$1.10 over the following year... 
But Algerian and Libyan demai 

full fob parity had an echo in Perta 


negotiations with Japanese buyer 


Arun.and Badak expansion p 
July..1980, the. Ind 
changed tack and “Беда 
patity with five” thei 


with the cheaper { 
{һеу aay burne: 


NG, though, was | t een the 


| equivalent to less than S$14 foran aver- 
vel 





- bought on the 
"E miums). and 



































Total assets: 100 500 millior 
Swiss francs (30 6 82) 


Capital and reserves: 
5.300 million Swiss francs 


Head Office: 
Bahnhofstrasse 45, Zurich 
230 offices throughout 
Switzerland 


Worldwide network: 
Europe: London 
Luxembourg. Мааа, 
Monte Carlo, Moscow. 


North America: 

New York, Chicago, 

Los Angeles, San Francisco, 
Houston, Cayman Is 
Hamilton/ Bermuda. 
Montreal, Toronto, Calgary 


Latin America: 

Mexico, Panama, Bogotá 
Caracas, São Paulo, 

Rio de Janeiro, Buenos Aires 
Middle East: Abu Dhabi 
Bahrain, Beirut. Tehran 

Far East: Tokyo, Hong Kong. 
Singapore 


Australia: Melbourne. Sydney 
Africa: Johannesburg 
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"Investment Advice? Definitely UBS. 


And rightly so. To meet the needs of 
a wide range of potential investors — 
private, corporate or governmental — 
takes a major bank. 


A bank with long-standing inter- 
national experience and tradition in 
investments. Backed up by a team of 
specialists who analyse and evaluate 


all there is to know about risks and 
prospects, market trends and port- 
folio management. 











Union Bank 
UNS of Switzerlan 


Talk to us and discover for yourself 
how UBS can help you reach your 
investment objectives. 

International banking is our business. 








iat — one of the world's leading in- 
lustrial firms. 

‘ounded in Italy in 1899, its products 
ге the fruit of research and practical 
xperience, and are now marketed in 
nore than 150 countries. 

‘he Fiat Group is divided into 10 oper- 
ating sectors. 
One of which 
comprises Fiat 
Trattori. 

Fiat Trattori — 
at the service 
of agriculture. 
The company 
comprising: 
Fiat Trattori. 
)ne of the world's leading manufac- 
urers of agricultural tractors. About 
0% of all tractors constructed in the 
Vestern world are made by Fiat. 

iat Trattori leads the world in the 
nanufacture of four-wheel drive 
ractors and of agricultural crawlers. 
ts range consists of over 60 models 
rom 30 up to 350 HP. 

er 70% of its output is exported to 
nore than 90 countries. 

ле company is top of the European 
ales league. 
he reliability of Fiat's tractors is de- 
nonstrated by d 


heir presence on 
мегу continent. p 















strong 
farme 


Laverda. One of Europe's biggest 
makers of harvesters. The leading. 
manufacturer of rice harvesters. 
Present in over 40 countries. 


Its harvest- 
er range 
extends 
from 70 up 
to 240 HP. 
These ma- 
chines can - 
be suitably 
converted Я 
for the 
harvesting - 

of wheat, or maize, rice, minor сег- 
eals, legumes. 

The range also in- 
cludes self-levelling 
















Strong tractor 


harvesters for use in hilly country. 
Hesston. A pacesetting company in 
the field of fodder harvesters. It is 
mainly engaged in the design and 
manufacture of agricultural imple- 
ments, such as mower-conditioners, 
haymakers, fodder harvesters, win- 
drowers, ro- 
tary 
mowers, 
balers, beet i 
harvesters, ma 
cotton 
harvesters, 
liquid man- 
ure spread- 
ers, cultiva- Ё 
tors, back- Эи à 
hoes, tillers, and snow-plowers. 


Fiat Trattori is also engaged in the 
preparation and implementation of 
agricultural development schemes 
with various government offices in 
different countries. 





FiatTrattori 
Ga 
Farm Equipment for the world 


Tractors, Combines, 
Harvesting equipment. 


For further information contact your local 
Fiat Trattori dealer, or write to: 

Fiat Trattori S.p.A. Direzione Commerciale, 
Corso Marconi 20, 10125 Torino, Italy. 


From the dawn of the world, to the ends of the earth 


-it’s just like coming home 


„PA 


Great people to fly with 


PIA FLIES TO 57 DESTINATIONS ON 4 CONTINENTS: ABU DHABI, AMMAN AMSTERDAM ATHENS BAGHDAD, BANGKOK BAHRAIN, BEING BOMBAY. CAIRO CHITRA L 8 DHAHMRAN. DELHI 
DACCA. DUBAI, ООНА. DAR-ES-SALAAM, О! KHAN. FA LABAD. FRANKFURT. GILGIT. GWADAR. HYDERABAD. ISTANBUL. JEDDAH. JIWANI KARACHI. K AIT. K is ] DON. MANILA, MOENJODARC 


MULTAN, MUSCAT. NAIROBI. NAWABSHAH. NEW YORK PANJGUR. PARIS, РАЅМІ, PESHAWAR QUETTA. RAWALPINDI ROME. SAIDU SHARIF SHARJAH SINGAPORE F SU: KYO. TRIPOLI, TURBAT 
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The largest transmigration on Earth needs a big lift. 
indonesia chose Hercules for the job. 


Indonesia, with its island of Java an overcrowded able room for passengers and their possessions. 
home for more than 80 million people, came up with What was once an arduous week-long sea voyage 
an ingenious solution to the population problem. now takes only about two hours in Hercules’ air- 

The Indonesian government decided to relocate conditioned comfort. 
masses of Javanese farm families to the islands of Because of Hercules, Indonesians can be settled in 
Sumatra, Sulawesi and Kalimantan. Blessed with fertile, their new homes the same day they leave Java. This 
uninhabited land, those islands offer the promise of program has been so successful that the Indonesian 
more prosperity and productivity than these families government has doubled its Hercules fleet. 


Indonesia needs a big 
lift. The Lockheed 
Hercules L-100-30 gives it 

For more information, 
contact Director of Inter- 
national Sales, Lockheed- 
Georgia Company, Zone 
1, Marietta, GA 30063, 
U.S.A. Telex: 542642, 
Lockheed Mara 


could expect on Java. 

To make the largest 
transmigration in modern 
times as fast and com- 
fortable as possible, 
Indonesia has turned to 
the Lockheed L-100-30 
Super Hercules. 

The spacious transport 
provides ample comfort- 





= Lockheed Hercules 


We are pleased to announce 
the opening of a Representative Office 
in Tokyo 


А) 1/5765) 


Banca della Svizzera Italiana 
Head office: Lugano, Switzerland 


Head Office and General Management: Branch, Affiliated Banks and Companies: 
Via Magatti 2, Lugano ll Banca della Svizzera Italiana-Nassau Branch 


ll Banca della Svizzera Italiana 


ы > (Overseas Ltd. Nassau) 
Tokyo-Representative Office: É " 


Shin Aoyama Bldg. East es Ў 
Suite 1507 ll Société Européenne de Banque-Luxembourg 


1-1-1, Minami Aoyama Adler Bank-Basle 
Minato-ku, Tokyo 107 Banque Romande-Geneva 


Japan WDomus Bank-Zurich 
Tel: (03)408-9754 


Tix: J32437 PARA 


llCompagnie Monégasque de Banque-Montecarlo 


Other Representative Offices: 
Representative - Mr. Vittorio Volpi Caracas, Hong Kong, New York, Paris 








Centre for South & South-East Asian Sudie 
UNIVERSITY OF CALCUTTA, 
CALCUTTA— 700019 


DEPEND 
onthe Dutch bank 


on hand in Asia 


Why should a businessman, in Hong 
Kong. looking to finance a project in Jakarta, 
come toa Dutch bank? 

Or one in Tokyo wanting to do business 
in Colombo? 

Because the bank in question is Amro 
Bank 

As one of the leading commercial and 
investment banks in The Netherlands, Amro 
brings to business all the resourcefulness and 
reliability you expect from the Dutch 

And as a major force in inter- 
national banking with assets of over 
US$ 44 billion, we bring strength and 


experience as well. 

But we bring something further, the 
distinctive qualities of Amro - speed of 
decision, flexibility of action, precision of 
response. 

They are qualities that have been going 
down well with you. In fact you can depend on 
it So get in touch with us in any of the cities 
below, or contact our head offices at 
595 Herengracht, Amsterdam. 

(Tel: (20) 28 93 93. Telex: 15070 amro nl) or 
119 Coolsingel, Rotterdam. 
(Tel: (10) 30 49 11. Telex: 22211 amro nl). 


O Jamro bank 


amsterdam-rotterdam bank nv 


Colombo, Hong Kong. Jakarta, New Delhi, Singapore, Taipei, Tokyo. 


Dutch, dependable and developing world wide. 


demands for the . 


tent signed i in July that year provided fora: 
% | cif price “in line with comparable LNG 
| schemes selling into Japan.” Both sides 
were again said to be close. “There is only | 
| a little bit of ‘finessing’ to do to get the 
- final formula correct," Shell said. © 


currencies. 

` Malaysia; too, is toni g down its pricing 
"new Bintulu project. 
e arly on suggested 
parity wi ye energies — which 
< could have meant a price-tag of US$8-10 
‘both h sides are now thought to have 


(uala Lumpur: Putting to- 
| queen natural 
- project is not 
e- complex and 
structure needed 


“ye 
.type of епогру-охрон scheme might de- 
mand. Even the smallest LNG system 
needs a gas-production, processing and 
pipelining network, liquefaction trains, 
< export storage tanks andport facilities, re- 


frigerated tankers, a receiving jetty and 
more storage capacity at-the importer's | 
bu 


o enda regasification plant and a 
rid e-ulti 


greeing to fo 
Th 


ing: for both Malaysia's and Thailand's 
projects is put ас US$1.5 billion. 


Malaysia's five tankers — ordered at mid- 


1970s. prices for intended operation. by 
1980 at the latest — still cost more than 
US$800 million; The South Korean Gov- 
is ernment has authoris du 


г | around 0586. 


и 


582.6 billion for- 


"and Tokyo i is appa ay the сї 
to be used. Malaysia i looking for a base. 


at roughly the Abu Dhabi level (currently 


‘managing director Re- 


| stam Hadi, рк that the Ин 
ИЗ 


ontract . remains unsigned - ps 


: „each. initial. delivery will be | 

priced onan individual basis, sources said. 
The Australians are also talking less | 

| | ambitiously than in early 1980, when they |. | 


were reported to have floated a price re- 
quest for around US$8 for North West 


Shelf LNG, according to a Shell spokes- 


manin Melbourne. The memoranda of in- 


Thailand's pricing proposals could be 
even lower. Industry Minister Chatichai 
Choonhavan was quoted before his six- 
day visit to Japan i in August as saying that 
the Thai price would: be “more competi- 
tive than [those of] other overseas 
— JEFFREY SEGAL 


Bintulu LNG are göng Tokyo Electric 


and Tokyo Gas some US$600 million. 
The biggest. e item of expenditure, 
though, is normal 


that area soared from about US$50 mil- 
lion per train 10 years ago to some US$300 
million five. years ago, and have reached 


close to double that now. 


‘Brunei's five-train liquefaction plant, 


‘the oldest in the Asian region, wasalsothe | 
"cheapest — though the final cost of more | 


while Japan is aiming 


y the liquefaction plant |. ei 
and its related facilities. Capital costs in 


Bank of Japán GBID.T 

gether by Bank Ind 
S890 million loan to. 
government in Ja 
lion syndicated 


-IBJ and the Ba 


Onan i 6 the Tridonesan Gove 


plus another Jilco/IBJ credit f 


-million — this time, though, 1 


60% slice оо s Eum 


he next plant finder construct 
laysia's three-train Bin 
currently slated to cost US$! 
US$500: million more. than was forc 
three years ago. While the capital cos 


-éach train are now above USS 


financing charges are also highe 
the Indonesian сазе. Malaysia 
vised by the IBJ, Chase Manha 
Amanah-Chase Merchant Ba 


- ing half the total through two comme 


Eurodollar loans, both led by local E 


 Bumiputra. The first, a 10- 


million, 62-bank syndication 
February 1980, carries a spread of 
percentage point over the London i 
bank сеа rate (Libor). The 


than US$230 million was still double the | ar 


1970 estimate. North American sour i 


dividual costs at. асов every f Y 
e export process are quite stag- | 
ng. Offshore production and gather- | 


headed by Development Bank of Singa- 


pore loaned-a further US$27.5 milhon,- 
Mitsubishi: added US$56.6 million and 


Shell US$69. 2 milion. The balance came 


from four Us and Canadian banks led by 
Irving Trust Co. An 11-bank syndicate 


ep 
sheet. The ‘country’s . internat 


serves were already low, and ‘he n 
Governmental Group for Indonesia 
international aid consortium; was |} 


rowing. 
Then the: Indones 


| the loan with a gove 


According to them. t 









: Japanese buye 
Же г рау" clause, though, which 

theoretically forces the importers to pay 
| whether or not they lift the cargo. If there 
| were any shortfall in the quarterly loan re». 
. payments from the trustee-paying agent 
. account, the Indonesians argued, then 
_ contingency arrangements could be acti- 













` other parts of the project. There are, in 
addition, guarantees from the state- 
. owned Japan National Oil Corp. and the 
Japanese end-users on the Exim and city- 
| bank loans. 
.. The two disputes were finally settled by 
. April 1981, with both sides agreeing to call 
_ the funds a "facilities development agree- 


| ment" rather than a loan — while accept- 
_ ing that there was little practical differ- 
. ence. The Japanese still insist that both 
d the original and the expansion financings 
| do in fact have government guarantees, 
|. butthe Indonesians still deny it. 
E. B: May 1981, the new deals were sign- 
p ed. Jilco arranged US$841.6 million 
_ for the Badak project, while a new financ- 
- ing vehicle known as Inalco — made up of 
Tokyo Electric and Tohoku Electric — 
. put together US$995.8 million for Arun. 
` The two 15-16-year loans are jointly 70% 
- funded by Japan's Exim Bank and 30% by 
the city banks, again coordinated by the 
. IBJ. Overall interest rates are significantly 
higher than in the loans for the first five 
. trains — 9% against less than 7% earlier. 
a .. Cost inflation at Australia’s North West 
-. Shelf scheme has been even higher. Five 

years ago the final cost of the two-phase 
project was put at A$3 billion (US$2.87 
billion) in 1977 dollars. Two years ago it 


* 


















 wasestimated at A$4.5 billion іп 1980 dol- 
P lars. Now the joint venture is talking 
. about a total outlay in “escalated dollars" 
. — Or dollars to be spent — of ASTI billion. 
The first phase, for pipeline gas, would 
_ come to A$2.2 billion, and the second, the 
iG phase, would cost A$8.8 billion. 
"That would cover two extra production 
latforms, the liquefaction unit and seven 
‘tankers. Rapidly rising labour charges. 
‘major development partner Woodside 
| Petroleum explains, are “a major element 
în the increased cost estimates.” 
—. Woodside itself, which signed a US$1.4 
billion syndicated loan in January last year 
_ for its share of first-phase costs, is said to 
` Бе looking for a further US$2-3 billion for 
the LNG section, though itis handicapped 
|. by its failure so far to clineh a “bankable” 
sales contract. The company had earlier 
_ agreed to sell its share of the export LNG 
` to Shell and Broken Hill Proprietary at 
- Withnell Bay, to save on transport costs. 
Now, however, the agreement is “no 
_ longer appropriate," according to Wood- 
, side chairman Geoffrey : Donaldson. 
. Donaldson told the company's annual 
| general meeting in April that until the 
_ transport question had been settled, “it 
_ would be pointless to speculate about 
> financing arrangements for the export 
` phase of the project." — JEFFREY SEGAL 


| vated which could transfer money from: 





ECONOMIES 


Public scrutiny 


The government's heavy involvement in New Zealand's 
economy is the subject of growing debate 


By Colin James ) 

Wellington: The traditionally major role 
played by the government in New Zea- 
land’s economy is increasingly being chal- 
lenged. A major report for the Planning 
Council, a statutory advisory body to the 
government, urges the authorities to con- 
sider more explicitly private-sector provi- 
sion of goods and services now provided 
by the public sector. . 


‘The new report by two public servants; - 


Jeanette Johnston of the State Services 
Commission (the public-service manage- 
ment body) and Adrienne von Tunzel- 
mann of the Legislative Department 
(which services parliament), questions 
many assumptions long held by people on 
both sides of the public- versus private-en- 
terprise debate and reflects intensifying 
interest in the role of the state in the econ- 
omy? 

Within the past few months two other 
papers have appeared, one, Government 
in the New Zealand Economy by Garry 
Hawke, professor of economic history at 
Wellington's Victoria University, also for 
the Planning Council, and a book-length 
study, Public Enterprise in New Zealand, 
by Reginald Mascarenhas, a political sci- 
entist at Victoria University, published by 
the New Zealand Institute of Public Ad- 
ministration, The institute devoted its an- 
nual conference in August to the theme of 
the role of public enterprise. 

The state has long been heavily. in- 
volved in the New Zealand economy. 
Public enterprises, in departmental, state- 
corporation or state-owned company 
form, have been used extensively for more 
than 100 years to develop the communica- 
tions and industrial infrastructure — from 
the Post Office, Railways Department 
(now a corporation) atid construction 
teams of the Ministry of Works a century 









ago to Tasman Pulp and Paper and New 
Zealand Steel compiinies in the 1950s and 
1960s, now in private hands; the state- 
owned near-monopoly New Zealand 
Broadcasting Corp. and Petrocorp, set up 
to exploit the Maui gas field. They have 
been used also to force competition in 
foreign-dominated industries, notably in- 
surance and banking, and to strengthen 
national control over primary-products 
marketing and development. 


A: with the development of an ex- 
tensive welfare state in the 1930s and 
1940s, these activities have created a long 
tradition of acceptance of state activity. 
As far back as the turn of the century a 
French commentator described New Zea- 
land as operating according to "socialism 
without doctrine." Mascarenhas noted 
“an enormous growth of bodies set out on 
the margins of the state" and argued that 
"the options between private and public 
have tended to become a continuum." His 
report continued: “Thus, irrespective of 
the party in power, the growth of the pub- 
lic sector is inevitable, linked as it is with 


‘the development of the economy." He ar- 


gued that "there is a growing convergence 
between government and business. They 
аге not the adversaries they are often 
made out to be.” à; 

Hawke offered a different emphasis, ar- 
guing that "inertia is not sufficient" as a 
reason for continued state ownership of 
some enterprises and that “reasons for 
public ownership must now be found else- 
where." He preferred the criterion of effi- 
ciency to that of ownership: *The powers 
of government should be used where they 
are useful." 

Johnston and von Tunzelmann have 
now gone further. “It is not acceptable 
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ag Te- | 
vention in the econ- |. 


nandi in асу, Thi 


"p Has been contracted to the 
; other state- trading organi- 
s. һа е been barred from oe 


ntial for private-provision is: not 
ough considered explicitly аз an 


ternative to proposed, or existing gov- 


eu as pet: т 
been sufficiently clearly or publi 
- But they warned that the argument for 
“privatisation” is not always as clear as is 
assumed by many critics of state activity. 
| longstanding acceptance of state ac- 
; coupled with ve 
. of that activity, limit the scope for privati- 
< sation. They concluded: that *no clear evi- 
dence... exists in New Zealand of the re- 
lative efficiency of public and private en- 
terprises," a finding that suggests Hawke's 


criterion may not be easily applied: 
To promote: efficiency. the authors 
‘more independence from direct 
listerial control for State E ener prises 


obli: sector етер, 


the. parliamentary - 


[s mittee has establish 


par == ‘notably Air New Zealan 
This trend is likely to continue, si 
“has support from. the opposition : 
"democratic Labour Party. And iit 
given some urgency in a report from. з the 
rg Reviews commit 


mónagemeént 


tor-generalin a 
‘major econ in. 1978, the committee said 
uch too little had been done. Fhe com- 


пес chairman, Tan. McLean, said-ac+ 


reasons for much. | 
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Male: Maldives faces ап economic crisis. | exporting frozen tuna Nippon Sur 


At stake is the future of its tuna-fish trade, 


crucial both in terms of employment and | 


to pull-out of the archipelag 


go res | 
One häs already left, pleading lack 


of commercial viability; the other t 
erved notice. 


"The developments constitute ‘a maior | f 
setback for Maldives, severely handicap- - 


ped by a land area of 115 sq. miles— mu 
of which is uncultivable — in relation tc 


“population of 168,465. While to-date M 


dives has been among the least import-de- 


pendent of the world's island nations, it | 
i now faces a growing need to import food- 
-grains — and to pay for them from. its : 
fisheries. To this end it has been working | 
for the past four years to achieve self-suffi- | 
-ciency through the fishing industry. 
Last year the country netted à total fish. | 
catch of 30.000 tonnes. To improve on 


this, there is a continuing boat-mechanisa- 


tion programme while.frozen-fish storage | 
and fishi-canning facilities are being intro- | 


duced. Thé Kuwait Fund for Develop- 
ment has allocated finance for the exten- 
sion of an existing fish-canning factory and 
the purchase of two cold-storage vessels, 
five fish-collecting vessels and a tug. The 
World Bank also proposed soft loans for 
cold storage and other facilities. 

“In view of its paramount importance, 


¿Maldives has decided to make fisheries а 
compulsory subject on school: syllabuses: 


from next- year. And. December 10: has 


been declared: Fisheries Day, to be ob- 


served as a public holiday for honouring 


fishermen. who for Maldives are the equi- 


valent of peasants in a predominantly ag- 
ricultural country; Two-thirds of the coun- 
try's total workforce. is still employed di- 
rectly or indirectly in the fisheries sector 


though as much as 85% was employed 
fisheries until 1979; The sector's dom 


nance is also reflected in export valu 
isheries earned 40% of Maldi 
reign-exchange earnings of l 


-| million in 1980. According wi 


Maumoc n 


0586. 1 million to SVEN revenie 
Until the early 1970s. fish exports со 
it 


bdul- Gayoom: 


- sisted almost entirely of dried, 
-smoked tuna sold solely to 
“Sri Lanka's Ў 


g and management systems were. | i 


inadequate in most cases. 


“servants that enables the departments to 
function, flying by the seats of their pants 
without adequate information." McLean 
said. “There is a need 
all progress is clearly 


“Tt is only the > 
с professionalism and drive of senior public’. 


urgency. Over- 








up a fish-canning factory in a joint ve 

with the government of Falivaru islan 
Та early May both Japanese firms 

the р emment as would ike to 


months ану this year. | 
The government failed 


| to stay on but only à alei i 


40% cut ini the price it was pay 


шен: Тюнене, i í is 


"sent official понд to 


gapore and. elsewhere: to lin 
buying firms. put теў met w 
success. j 

















е іп crec i ratings be 


ce For exam- 


utro, 1 разне Indonesia found it- 
| self in 35th place, behind such countries 
__as Venezuela and South Korea, and way 
behind France, which was placed 10th.” 
Indeed, after the terms for France's 
were disclosed, there was. specula- 
tion that perhaps Jakarta would find it- 
If without a deal, unless it was pre- 
red to pay higher interest. But this did 


to be the case. On September 


ks — Chase Manhat- 


k up.tlie mandate. 
o those of the last 


Another factor is that Japanese 
seem to be making up for their < 


an aggressive burst. 
_darly in Asia. Shroff was to 
А x banker involved in th 


profitable compared: with 
preads.at home.” - 
Also helpful is the fact | 





¿that over: January-August 1982, 
. donesia raised US$421 million through 





merly sacrosanct ground. The 
t takeover. and continuing 


" | rationalisation of the Construction and 


m ат expe why 
re in trouble together in the hot spo 


world banking). The more banks which | re 


end-.to' the Indonesians — and their 


lopment Corp. of the Philippines - 
€ 88) and its absorption of the 
mpire мес dictated- by 
cessi as much as 


tors group Tubs el 
f political aban- 
he ie s 


ther favourites of the moment — the | t 


more others are encouraged to partici- 
; pate, creating a fiercely competitive situ- | 
ation which a skilful borrower is quick to | 
| exploit. In such a situation, distortions 
“creep in; the gap between Indonesian 
and French terms should be seen in this | 


context. 

Shroff has to assume that, in their tush 
to get business, the bankers have not ig- 
nored their homework. Some basic fig- 
ures: under the impact of the slump in 
commodity- prices, Indonesia's official 


foreign-exchange reserves have dropped | 


nearly 38% in the past 10 months to 


slightly more than US$5 billion. The | 
1982 current-account deficit is projected 
.at-well-over US$5 billion. In- 1983, 
Jakarta is expected to face a debt service | 
sum of US$2.05 billion, compared with 


US$3.1 billion for South Korea (Asia's 
biggest borrower) and US$6.92 billion 


for Mexico, the bankers’ bad-boy of the 


moment (and an ex-favourite). 
Figures from: Morgan Guaranty show 
In- 


bank. loans, 38% -up over the same 


“period last: year, and: despite a sharp 


slowdown generally in. international 
lending. As market forces assert them- 


.| selves, Jakarta can expect to pay a little. | 
| more on its future borrowings. But bar- | 


ud e mone Royal Bank, 


que 
a private сот. 
mercial bank who e lar st shareh | 


Benedicto which r runs the і 

scattered casinos. . | 
Started in 1976, Pagcor should 

earned the government about P 


lion А but the Tre: 


posi on was created last year. Accord- 
ing to inside sources, it was lessthana | 


ing unforeseen circumstances, it is | forc 
sly tó remain а banker’ s pet fer some | tc 


Eo 


ter ай, the. private banks now v face a ; ove 


ves contributed to the shortag | 


over-lending. in the 


ging director of. the 


Monetary Fund. жал tt 


receip com- 
prise 26% of Traders’ total deposits, and . 


| a wholesale. transfer could sound the 
à Danks death-knell. - 


ill also have to pay interest 
unds, thing it has neglected. 





first big corporate failure 
recession International 
GHA a wholly: 


$1.5 billion, Itis now Crying to secure 
itors' approval this month for a pro- 


sed restructuring ot its US$4.2 billion i 


i HAi is the sole manufacturer of heavy 
rucks in Australia and one. of the few 
i 


„ТНА holds a command- 

; ck market selling 1,766 

ts in 1981, substantially more that its 
arest rival, Volvo, which sold 866 units 

n the same period. But while IHA's mar- 


share has not fallen.in recent trading, . 


he total size of the truck market has. In an 
average month, too, IHA would expect to 
ell around 30 major pieces of agricultural 
achinery. But recently this has slumped 

o only 5-6 units. (The problems confront- 


cing ІНА follow the collapse of another. 
White . Motor 


< domestic: manufact 


in receivership si 


$400,000 by THA. Since then IHCC has- 


Iso been placed in receivership anda po 
risional liquidator. 1 has -now been à 


| seeking ASI0 million to bolster its work- 
| ing-capital needs. 





90000 THE LINK TO YOUR 222"! 
FINANCIAL FUTURE: THREE IN ONE 


Personal Financial Consultants Ltd now offers. a straightforward 
managed fund using three of Jardine Fleming's funds. 

The Three Funds 

JF Currency and Bond Fund: — International interest bearing ; 
securities with particular emphasis on currency considerations. Gold. 
and silver may also be purchased. 

JF Pacific Securities Trust = Investment in Japan, South East. Ada 


гапа Australia. 


JF International Trust — Worldwide equity investment: fix 
ко апа god тау also be considered. us 


PFC. in коцш. with Jardine Кет. wil advise you onthe: 
; spread of investment between the three funds; low cost switches са 


be made between funds to allow for changing investment conditions. ` 
Regular valuations and reports will be provided. 
Investment Record (as at 4th October 1982) © 


Fund — ... Launch Date . Performance 


JF Currency & Bond Fund Мау 1979 
JF Pacific Securities Trust May 1978. 
 JFintemationa Trust — — Aprili: 


available to non-residents of es п ie: and the 7 


prior to their return. 
Minimum Investment: uss2,000 


"710 find out more details of the funds and.how 16 est 


complete the tear- off coupon and mail it. 
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October 31, 1981, with the finance arm 

‘contributing earnings of A$1.5 million. 
IHA's misfortunes signify the first col- 

_ lapse of a major industrial concern in Aus- 


tralia for several years. There were a 
number of corporate crashes in the second 
- * half of the 1970s as a direct result of the 
‘erash of the property market. Property 
- groups such as Cambridge Credits and 
‘Parkes Development failed. They were 
- followed by finance company Associated 
Securities Ltd, while the Bank of 
- Adelaide was forced to merge with the 
ANZ Banking Group to avoid failure. 

| THA was forced to seek a moratorium 
— Of its debts with lenders late in 1981, cul- 
minating in the A$300 million support 
i ‘scheme arranged in March and due to run 
until December 1983. Linked to that fi- 
nancial support, supplied by 30 backers 
— consisting both of trading banks and inter- 
- National merchant banks, were a number 
_ of firm operating commitments made by 
the group's management covering sales 
апа other factors. But these have proved 
_ over-optimistic as the slowdown in the 
Australian economy gathered momen- 


















tum. 

- THCC has assets of A$207 million. Its 
prime role was to provide floor-plan and 
_ retail finance for IHA dealers and custom- 
ers. As such, a large proportion of its 
| funds are tied up in stócks on dealers’ 
| floors. Unsecured creditors of the group 
| {otal around A$300 milljon, split about 
| evenly between IHA and IHCC. There 
| are stocks of about A$110 million with 
| dealers — these are assets of IHCC — and 
E - further stocks of completed trucks and 
| , machinery of another A$80 million. There 
` аге also approximately А397 million 

worth of hire-purchase contracts which 
= Could be liquidated readily. In addition, 
| the group owns some property which 
. could also be sold off and leased back, 
though this could take some time. 

The receivers appointed to the group 
are expected to complete a statement of 
affairs within the next few weeks. 
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Southeast Asia — puts a brave face on depressing figures 


> 

By Cheah Cheng Hye 

Hongkong: Construction and Develop- 
ment Corp. of the Philippines (CDCP) is 
continuing to slim down as it struggles 
under a heavy debt burden, The REVIEW 
has learned that for the d year in a 
row the company, the largest construction 


firm in Southeast Asia, faces depressed. 


profits. In an interview here, president 
Rodolfo Cuenca said that: 

» Net earnings for 1982 will be “about 
the same" as for 1981. The figure last year 
came to just P21 million (US$2.3 million) 
on revenues of P3.78 billion, sharply 
down from P117 million on revenues of 
P2.16 billion the year before. 

> As part of efforts to restructure the 
company, negotiations are under way to 
sell off two associates. These are Hydro 
Resources Contractors Corp., a civil-en- 
gineering firm, and CDCP Farms, which is 
involved in agri-business. 

» Current prospects are poor in the 
Middle East, a major source of construc- 
tion contracts during the company's high- 
flying days in the 1970s. Slumping oil re- 
venues there have led to cutbacks in in- 
frastructural spending. 

Cuenca was in Hongkong to sign a 
US$17 million loan provided by a consor- 
tium of four banks, led by Sumitomo 
Bank. Although the amount is modest by 
the standards of international credits, and 





difficulties with funding 






By Guy Sacerdoti 
Manila: One major status project the 
Construction and Development Corp. of 
the Philippines (CDCP) has been stuck 
with is the P2.1 billion (US$234.6 mil- 
lion) Light Rail Transit (LRT) system, 
an elevated railway running 15 kms 
north to south in Metro-Manila. CDCP 
has been complaining about lack of 
funds, but it is hoped that financing for 
the project will be completed this week 
with a US$50 million syndicated loan 
guaranteed by the government “to virtu- 
ally pay off CDCP,” according to one of 
the backers. € 

An indication of the difficulties Man- 
ila faces, given its current economic per- 
formance and debt profile, is that it is 
doubtful the final “best-effort” loan will 
subscribe the full US$50 million authori- 
sation. The two managers, Sumitomo 
Bank and Lloyds Bank International, 
say the terms — 10-уеаг repayment and 
four years' grace at a spread of 0.875 of a 
percentage point over the London inter- 


Still light on light rail 


One major CDCP project runs into 


the maturity short at just one year, 
Cuenca claimed the financing, which is for 
general-purpose use, would enable the 
company to meet current shortfalls in 
working capital. = 

Other reports indicate, however, that 
CDCP's financing needs are considerably 
larger — indeed, the company's troubles 
led the government-owned National 
Development Со. (NDC) to-take a 30% 
equity stake in CDCP in 1981 under a con- 
troversial rescue programme (REVIEW, 
May 14). The size of the loan may have 
more to do with bankers' reluctance to 
lend than with the company's desire to 
borrow. Cuenca conceded: "We felt that 
[a maturity of] three years might be better, 
but after discussion, the banks agreed it 
was preferable to go only one year." 

It may not be coincidental that short- 
term overseas lending by Japanese banks 
does not come under the scrutiny of the 
Ministry of Finance in Tokyo, but 
medium- and long-term credits do. 
CDCP's loan carries interest floating at 
0.625 of a percentage point over the Lon- 
don inter-bank offered rate, generally 
considered reasonable in present market 
conditions. 

Cuenca disclosed that in the first half of 
1982, net profits came to roughly P11 mil- 
lion (the interim results have yet to be an- 








bank offered rate — have simply not 
brought in the banks, particularly local 
ones, which are usually slow in coming 
into syndications because of the extra 
cost associated with US dollar lending. 

One reason offered for the foreign 
banks' hesitancy was the poor timing of 
the loan, coinciding with President Fer- 
dinand Marcos' media blitz in the United 
States — and the negative publicity 
abroad which his trip generated. Others 
say the spread was just too thin, even for 
а government-guaranteed borrowing of 
this amount. 

Most expect the terms of Manila's 
next significant borrowing, probably by 
the National Power Corp. (NPC) of 
about US$100 million, to *have to edge 
up, given the performance of this one." 
A 1% spread on this loan is probable, 
and despite a larger group of banks at- 
tracted to NPC projects than to the 
LRT, pressure for shorter repayment 
periods may also be evident. 






















bis رار‎ uw 





nounced). Asked about the depressed 
profits, he commented: “We are working 
for the bank . . . we are working for in- 
terest [payments]." But he claimed that 
“the worst is over," and 1983 will see an 
improvement as the benefits of the re- 
structuring programme and lower interest 
rates work through to the company's ba- 
lance sheet. 

In the Middle East, Cuenca said, too 
many contractors are chasing too few con- 
tracts. Since last year, CDCP has not par- 
ticipated in bidding for new contracts be- 
cause prices have been driven to unrealis- 
tically low levels. But sticking to the deter- 
minedly upbeat line he maintained 
throughout the interview, he said that 
even if the situation is bad for CDCP in the 
short term, it will be good in the long term. 
His reasoning is that established giants 
such as CDCP will eventually benefit as 
the slump leads to a shake-out in the in- 
dustry, weeding out marginal firms cur- 
rently trying to survive by submitting un- 
realistically priced tenders. 


uenca said CDCP will re-enter the Mid- 

dle East market “maybe next year." 
He denied speculation that the company 
may have encountered problems collect- 
ing payments in Iraq because of the oil glut 
and that countrys war with Iran. The 
company has major road-building com- 
mitments in Iraq and bills are paid on time 
by the government there, he said. 

Asked to comment on the sensitive 
issue of his relations with Philippine Trade 
and Industry Minister Roberto Ongpin, 
who replaced him as company chairman 
(while he retained the presidency) under 
the rescue programme last year, Cuenca 
said: "The involvement of government 
and NDC in CDCP is limited to member- 
ship of the board of directors . . . the NDC 
has no man assigned to operations." He 
stressed that management remains in his 
hands, though “we give freedom to NDC 
to check on us,” and “the views of all the 
members of the board. are always given 
serious consideration.” 

Nevertheless, observers noted that 
CDCP has been selling off associated 
companies since Ongpin's arrival on the 
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board. Apart from the two mentioned by 
Cuenca, there have been four others: 
Consolidated Terminals, Galleon Ship- 
ping, Luzon Stevedoring and Transcon 
Transport Contractors. These four were 
sold to the NDC. Cuenca also spoke of 
other cost-cutting exercises, including the 
laying-off of about 300 white-collar work- 
ers over the past six months and the 
rationalising of procurement and inven- 
tdry operations. 

Оп the debt position of the company, 
Cuenca indicated that gearing stands at 
roughly 5:1, though he did not say how he 
arrived at this ratio. Taking the commonly 
used method of calculating gearing — 
comparing total liabilities with equity plus 
reserves — it would seem that CDCP's 
leverage has increased since December 
1981, the last time balance-sheet figures 
were available. At that time, gearing was 
4.1:1 with total liabilities of P4.99 billion 
and equity plus retained earnings of P 1.21 
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billion. (To complicate matters, CDCP's 
equity contains a considerable amount of 
preferred stock with fixed-dividend claims 
on the company.) 

That 5:1 ratio would seem high by the 
standards of most industries. But Cuenca 
insisted that the construction business is 
different, and that CDCP's leverage is 
reasonable, comparing favourably with 
much higher gearing in American and Ja- 
panese counterparts. “We have not, as of 
now, defaulted,” he said pointedly. 

Turning to another sensitive issue, the 
CDCP president was asked to comment 
on the perception that personal relation- 
ships in high places are important to busi- 
ness success in the Philippines. “The prob- 
lem with the Filipinos is that they talk too 
much,” he said. “They talk about ‘it could 
be done better.’ Most of the people who 
talk this way have nothing to contribute at 
all, The only contribution they [make] 
їз... nasty remarks." [Г] 
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New! For travellers 
who take Asia gms 


The 12th edition of the АП- 
Asia Guide is simply crammed 
with new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 


There are now chapters on no 
fewer than 26 countries. Plus 
opening chapters on both eating 
out in Asia and on the best way 
of using your baggage 
allowance. 


25 new maps; making a total 
of 60 maps in all. 


New hints on. how to travel in 
Asia — from packing the right 
things, to the best places for 
souvenir hunting — wherever 
you're going. 


A new-style guide to hotels in 
the region, and new thoughts on 
Asian food (and the best places 
to sample the Region's vast pot- 
pourri of culinary delights). 


And finally, 48 new colour 
pictures, and more than 70 new 
black-and-white pictures. 


l АП of which adds up to over 
‘Asia’ Most, c ómpleté | t P. 680 pages of vital information 
+ ў x gd 2 th Ed; iion 4 for business and pleasure 

eh v" travellers in Asia. 


| To make sure of your copy, 
Now i in its 12th Edition. send ofthe coupon today. 
ت‎ У. 
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lop wears thin 


ах profits at Dunlop Estates Bhd 
ysia slumped from M$8.4 


.5 million) to just M$3.2 | 
e half-year to June 30 on. 


9% lower at „МИ 5.1 


op in the average price from. 
kg. to M$2.13 took rubber rex 


down by 29.3%. Oil-palm, coco: 


alm-kernel production were. all | 


bstantially higher, but again un 
prices were between 1-7% weaker than 
in the same period in 1981. Directors of 


— now 51% owned by a joint ven- 


€ between Multi-Purpose Holdings 


Malaysia, and 36. 9% owned by. 
lti-Purpose in its own right — de- | 
red an unchanged interim dividend of. 


8% less tax. DEB is Malaysia’s seventh 
largest estates company with close to 
000 ha. planted... | 
eanwhile, United Pl: 
the. formerly “Danish-owned estates 


group now controlled by Malaysian | 


position. in New Zealand" 8 
s reported a 24.576 in- 
fit to NZ$29.5 million 

ion) in the year to July 31. 
o to NZ$457.6 million. 


{һе highest in five years, amounting to 
13 Чо the 1981 level of 


| companies reportin 
tors have expressed 
:this performance can be con 


1983. A final dividend of 6.5 'NZ cents | 
brings the year's payout to 12 cents, | 


| compared to the 11 cents paid in 1981. 


— A CORRESPONDENT 3 


Arab-Malaysian up 
Malaysia’s biggest mercha 
Arab-Malaysian Developme 
(AMDB), posted net group p 
M$6. 3 million dE million) | 


| the previous yea A dues сопе 


is not possible because the bank change: 


its accounting year-ánd to March fron 

December.) Group assets fell, howev 

from M$1.16 billion to M$1.14 bill 

following the January 1981 sale o 
: AMDB’ s Bahrain branch to Arab 


| A losing vein 


` North Broken Hill Holdings of Australia 


state-owned food conglomerate Kumpu- 


lan Fima, announced a 17.9%. drop in 
net profits to M$7.4 million in the 
six months of 1982. Palm- oil ear 


price to M 
taneous 3. 
21,727 tonnes: Output of all UP 


minor crops — palm kernel, copra and. 


coa — showed small gains, though 
these were offset by price falls of 11.7% 
18.5% and 7.696 respectively. Ex-estate 


sales revenues from the four. com- | 


modities dropped by an estimated 9.1% 


to .M$28.7. million, while. total. turn- 
over was 14.4% lower at M$35.1 mi- 


lion. 


‘The. new UP board == headed by. 


а cut in production to | 








chairman Datuk Basir Ismail — forecast |:| 


a continued slide in prices over the sec- 


ond half, but said the development of. 


12,000 ha. of jungle land next to the Ulu 
Bernam estate would "ensure agreeable 


long-term prospects." UP currently has | 


15,000 ha. planted in six estates in Perak 
and Selangor. — JEFFREY SEGAL 


figures are: sipped. o out from the 1980 
balance shéet, loans actually rose 57.876 
and assets 57.3%. Executive chairman 
Datuk Azman Hashim, who took over a 
55% stake in AMDB from Malaysian In- 
dustrial Development Finance in April, 

confirmed that he was now finalising the 


purchase of the remaining shares from | 
| Arab Asian Investment Co. of Kuwait | 


(33%), and Saudi Arabia's National 
Commercial Bank (1296). 
; — JEFFREY SEGAL 


saw its net profit halved to A$17.3 mil- | | 


lion (US$16.6 million) in the year toj | 


| June 30, with its Broken Hill mine incu 
‘ring a loss for the first time.in more tha 


two decades. A pre-tax mining. 


10. mil on was incurred asa result і 


17% shareholding = D 


et investment and equity- 
‘ofits fell to A$23 million for 
down from the previous 1> 


million. There was an 


loss:of A$4,8 million, due | 
dna when it sold its direct | 


іп Energy Resources of 
and its share of goodwillwrite- 
-Olympic. A final di- 


share has been тех: 
ving an annual payout of 


down from. the 
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nfluenced by the boom on Wall Street, 

regional stockmarkets advanced in the 
period to Oct. 11. Tokyo's performance 
was particularly impressive. But else- 
where, the underlying mood remained 
one of caution. Although Hongkong was 
among the gainers, it once again showed 
its nervousness over the territory's politi- 
cal future. 


Hongkong 


"The market felt the positive influence of 


Wall Street and London but towards the 


` end of the period it emphasised once again 


that the more immediate — and depress- 


| ing — influence was exerted by anxieties 


about НопрКопр future. On Oct. T1 the 
Hang Seng Index dropped 19.5 points in 
nervous trading even as the boom in the 
New York and London markets gathered 


strength. The index nevertheless closed 


the period 48 points higher at 864.34. The 
gains all came in mid-period, when inves- 
tors reacted to Wall Street's boom and 
went bargain-hunting following the local 
market's recent steep decline. But earlier 


| press comments that a stability of sorts 


Help from Wall Street 


had returned to the market would seem to 
be premature. Turnover was relatively 
high at an average of HK$238.5 million 
(US$36.8 million). 


. 

Ѕіпдароге 

After drifting early in the period, the mar- 
ket staged a strong recovery in line with 
activity in New York, with the Straits 
Times Industrial Index picking up almost 
30 points in the last three sessions of the 
period. Gains were broad, but first-line 
stocks led the field. The Straits Times 
index closed at 684.28, up 30.09 points on 
the period. Frasers Industrial Index 
finished at 3,935.59, an increase of 204.77 
points. Volume improved along with the 
market's peformance, moving from just 
over 5 million shares early in the period to 
more than 12 million in the last session. 


Kuala Lumpur 

With caution beginning to creep in ahead 
of the Oct. 22 budget, trading patterns 
again took their direction mainly from 
Wall Street. After-three days of slow de- 
clines, the market advanced from Oct. 6. 
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Fraser's Industrial Index closed the period 
at 2,319.25, up 81.69 points. Turnover was 
markedly lower, though, at 31.3 million 
units — a drop of 23% from the previous 
period. Volume leader by far was oil-palm 
and property unit Lingui Developments, 
which added 90 M cents (38 US cents) on 
turnover of 3.3 million shares to close at 
M$2.45. Lingui — chaired by Johor politi- 
cian Datuk Teo Ah Khiang, arrested re- 
cently on a corruption charge — earlier re- 
ported net profits for the year to June up 
80% at M$1.47 million. Most financials 
made solid gains, including a 35-cent rise 
to M$6.45 at Malayan Banking, whose 
vice-chairman, Malayan United Indus- 
tries chief Datuk Khoo Kay Peng, an- 
nounced he was stepping down: 
Manila 

With investors still adjusting to new trad- 
ing-lot and price-fluctuation rules, prices 
initially tended downwards in sluggish 
trading. Subsequently, however, an up- 
turn in gold prices and the spudding of the 
Bacuit exploratory well provided a boost. 
Fairly good gains were registered by such 
key mine issues as Atlas and Lepanto in 
both A and B shares while Philex held on 
to previous levels; Speculators took posi- 
tions in Oriental Petroleum and Philodrill 
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ahead of the expected results of the Bacuit 
drilling. Bolstered by swaps in Interport 
Resources and continuing interest in gold- 
producer. Carmen Mindanao, turnover 
reached 854 million shares. 


Tokyo 


The market broke out of its slump in a 
dramatic rally that reflected the bull mar- 
ket in New York. Oct. 7and 8saw some of 
the largest price gains and turnover in re- 
cent years, though there was profit-taking 
‘on Oct. 9. Buyers were mainly individuals 
and overseas institutions. Banks and trust 
firms were net sellers. Shares listed on the 
New York exchange led the market, The 
Nikkei-Dow Jones. Average closed at 
7,358.10, up more than 400 points for the 
period. 


Seoul 


There was little movement in prices as the 
modest rally that started during the previ- 
ous period came to a halt. The composite 
price index closed at 162.8, down a frac- 
tion in a holiday-shortened period. Vol- 
ume, with an average daily turnover of 9.8 
million shares, climbed as an estimated 10 
million shares of Hanil Bank changed 
hands in matching orders in an effort by 
the Lucky group to.qbecome a major 
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shareholder. Cement issues were up 
slightly while construction and bank 
shares finished mixed. 


Bangkok 


A mild resurgence of confidence sent 
prices higher, but the underlying mood re- 
mained cautious and price movements 
were within very narrow bands. Average 
daily turnover came to Baht 43 million 
(US$1.87 million). The Book Club Index 
posted a 2. 19-point gain to close at 110.51. 
Analysts were cautiously optimistic about 
the market's immediate prospects, point- 
ing to the absence of bearish influences. 


Australia 


Buoyed by sharp falls їп American in- 
terest rates, prices climbed sharply, with 
the Australian All-Ordinaries Index rising 
27.4 points to close at 523.60. Trading vol- 
ume improved, with overseas investors ac- 
tive in the market. But local institutions, 
unconvinced that the rally will continue, 
remained net sellers. 


New Zealand 


The net change in prices on the period was 
very small and volume was low. Optimis- 
tic overseas news has had a minimal effect 
on a market which has a number of nega- 
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tive influences to consider: meat sales 
major problems, the balance on ove 

exchange transactions has nosedived an 
talks with Australia on economic coopera- _ 
tion could be stalling. Then there is gener- _ 
ally tight liquidity, though this may ease _ 
slightly following personal-tax cuts im- 
plemented from Oct. 1. The market will < 
probably now wait for an indication as to 
how company profits have fared in the _ 

half-year reporting period in November- _ 
December before making any major - 
move. EL 


Taipei E 
The market took its cue from the bullish — 
trend in Tokyo and New York and staged — 
a mild recovery, advancing duringthefour | 
days leading up to National Day on Oct. 
10. Analysts said a slight depreciation of 
the NT dollar during the period also con- _ 
tributed to the bullish tone. The average 
weighted price index edged up two points. 
to close at 462.66. Average volume rose to 
NT$485 million (US$12.1 million), 
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EXPLORE A FRENCH CHATEAU 
EVERY TIME YOU FLY FRENCH. 
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No-one knows French wine better than selection from the world's finest vineyards: remains constant: the warm smile of your 


the French. And no airline can choose Bordeaux and Bourgognes to enhance your hostess or the attentions of a knowledgeable 
and serve it like Air France. On Air France meals, excellent Champagne to delight your wine steward add an extra dimension of 
Premiére and Concorde we offer you a palate. Whatever your choice, one factor pleasure to each and every sip. 


AIR FRANCE 7 
FOR QUALITY. 


For more than а centur 
Asian investors rear 





hartered has helped 
andsome dividends. 


Since 1853, The Chartered Bank has played a vital role in Asian business 
and industry. Participating in prestigious government loans, investing in fledgling 
industries and helping to support Asia's traditional exports such as timber, sugar, 
псе, tin апа rubber through the good times апа the Баа. 

Today, through our network of more than 185 offices in over 15 Asian countries, 
we're more involved than ever. 

For example, we're involved with large-scale project finance and major loan 
syndication throughout the region. Our many years in the area have made us familiar 
with local and regional investment opportunities. And it goes without saying that our 
trade finance and import/export capabilities are second to none. 

So whatever you want from a regional bank, whether it's letters of credit, giant 
offshore transactions, or just market advice, we сап help. 

Who knows, our help might lead to a bountiful harvest. 


4 
& THE CHARTERED BANK 


A WEALTH OF EXPERIENCE IN ASIA 


A member of the Standard Chartered Bank Group with over 1500 branches 
in more than 60 countries. 


Hong Kong. Malaysia. Singapore, Indonesia. Brunet, Philippines, Japan, Korea, The People's Republic of China. Thailand 
Bangladesh. Sri Lanka. India. Pakistan Nepal, Aust: lia (Standard Chartered Bank 





LETTER FROM HONGKONG 


ctober is the month of the Master 

Kung. better known as Confucius. 
In Hongkong, small groups of Confu- 
cians celebrated his 2.533rd birthday 
on October 13, and the same day 
businessman William Cheung launched 
an ambitious project to share the wis- 
dom of the sage with the barbaric West- 
ern world through an English-language 
Journal of Confucius. 

With his journal Cheung wants to 
bridge the East-West gap, promote a 
world culture in the interest of interna- 
tional peace and establish an interna- 
tional dialogue among Confucian fol- 

lowers and peo- 
ple everywhere 
who have an in- 
terest in the 
Master's teach- 
ing. 


MARY LEE 

Confucianism pro- 
motes loyalty, filial 
piety, benevolence 
and love for one’s fel- 
low men, righteous- 
ness, the rites (cere- 
monies and etiquette 
which depict the Con- 
fucian virtues), intel- 
ligence and trust. With 
these qualities come 
betterment of self, 
harmony at home and, 
ultimately, national 
and world peace or 
the brotherhood of 
man. Confucianism, 
if followed today, would thus create sta- 
bility and prosperity, Cheung argues. 

Cheung’s serious attempt to spread 
the word, in English, is nothing like the 
“fortune-cookie Confucianism” with 
which the West is familiar (the Con- 
fucius-he-say genre). The first Journal of 
Confucius contains essays from three 
local university lecturers, which attempt 
to answer the question: "What is a true 
Confucian?" 

According to Dr Chan Yiu-nam of 
Hongkong University, quoting one an- 
cient Confucian scholar, a true Confu- 
cian does not have to be perfect. He is 
simply a man who heeds his conscience, 
develops his sense of values and sets his 
heart on being a good person. The other 
essayists list the necessary attributes of a 
gentleman scholar — knowledgeable 
and virtuous, a man of principles whose 
exemplary behaviour and ideals will af- 
fect the social climate of his environ- 
ment. “Confucianism is a dominating; 


force because it upholds the belief that 
men are born with goodness in their 
hearts," writes So Man-jock, lecturer in 
Chinese language and literature at the 
Chinese University. 

Despite their eloquent words, none of 
the three addresses the problem of ab- 
sorbing what one of them calls the 
"shock culture of the West" in Confu- 
cian terms. There are only vague refer- 
ences to this task. "To fill the emptiness 
of spirit in modern man," one wrote, 
"some people look to religion for sup- 
port. Confucianism can provide a very 
viable alternative for those of us who do 
not have a religion . . . we can re-estab- 
lish our social selves by reading the 
teachings of Confucius and learning to 
relate to and communicate with other 
people." 

There is no suggestion that modern 


Cheung; Confucius and disciples: spreading the word. 


Confucians should strive to excel in the 
six arts — the rites, music, archery, horse- 
manship, calligraphy and mathematics 
— like the Master himself. But even in 
those days, the importance of literacy 
was evident. Chinese folk tales are full of 
itinerant scholars whose educated status 
was a guarantee against starvation. Vil- 
lagers throughout ancient China shared 
food and lodging with such men of learn- 
ing (not all of whom were virtuous). 


he relevance of Confucianism today 

may be diminished by urban lifestyles, 
and disseminating it in government-run 
mass-education systems — as Singapore 
is trying to do — is very difficult. But in 
striving to spread the word, in English, 
the Journal of Confucius may awaken, if 
only among the Overseas Chinese scat- 
tered throughout the West who are illit- 
erate in their mother tongue, an aware- 
ness of the Chinese spirit based on Con- 
fucianism. Future editions of the journal 








(regularity of which 
is not certain) will 
no doubt discuss in 
greater detail So's 
assertion that "through the rise and fall 
of empires, the occurrence of natural 
disasters and barbarian invasions, the 
spirit of Confucianism has been the 
backbone of the Chinese people." 
Cheung, who said he was trying to do 
"a Bruce Lee for Confucianism" (the 
late kung-fu star kicked Chinese martial 
arts into the limelight in the Western 
world), has other promotional materials 
in the pipeline, some more aesthetic 
(like bookmarks, postcards and calen- 
dars) than others (a made-in-Taiwan tie, 
with Chinese and English inscriptions of 
a Confucius thought). To commemorate 
the 50th anniversary, in 1985, of Hong- 
kong's Confucius Hall, of which he was 
recently appointed 
president, Cheung has 
also commissioned an 
English translation of 
the Analects — the 
wisdom of Confucius. 
Cheung would 
dearly love to or- 
ganise a world con- 
vention of Confucian 
scholars, perhaps in 
Singapore which, he 
said, could be the new 
fountainhead of Con- 
fucian revival. *We 
have 20 years of re- 
search into Con- 
fucianism here,” he 
said, referring to his 
own and the Con- 
fucius Hall's library. 
"Singapore's Prime 
Minister Lee Kuan 
Yew is welcome to 
have a look at our re- 
search.” The hall, 
founded in 1935, is set in 12 acres of land 
in Causeway Bay — a crowded residen- 
tial-commercial area on Hongkong Is- 
land. In keeping with Confucian tradi- 
tion, it runs a school for 1,100 children. 
Asked why he is only now launching 
his life-long ambition to promote Con- 
fucianism internationally, Cheung said: 
“There is a lot of material disseminated 
in Chinese. The presidency of the Con- 
fucius Hall was held by my uncle for 30 
years. When he died recently, at the age 
of 90, I became president and decided on 
this project. I speak English. My uncle 
didn’t.” It is too early to say whether the 
Confucian revival will take root. Cheung 
stands to lose the HK$2 million 
(US$310,000) which he has invested in 
his Confucius Publishing Co. if his Eng- 
lish-language journal and his translation 
fail to stir Western intellects. But 
Cheung, who runs his own cattle ranch in 
Brazil, said: “We have adequate funds.” 
— MARY LEE 
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Thailand's economy seems a good bet whether 
the global recession ends soon or not. The 
country has the flexibility to adjust to export de- 
mand both in industry and in agriculture to take 
advantage of any early upturn. While recession 
lingers, Thailand is doing badly, but less badly 
than most — 
partners. This relatively favourable position has 
been achieved through a freewheeling style, 
with a conspicuous lack of the strict govern- 
ment direction so apparent in many other 
economies. And to many observers it is surpris- 


including some of its Asean 


ing — not only in terms of the results but also the means by which 





they have been achieved. Review deputy editor Philip Bowring 
examines the situation and prospects. Page 85. 
Page 8 28-30 


Despite Washington's embargo, 
the United States and North Ko- 
rea are trading with each other, 
documents obtained in Tokyo re- 
veal. 


Page 9 

The Sino-Soviet talks in Peking 
are a step forward — but only a 
small one. 


Pages 10-12 

The fight for the leadership of 
Japan's ruling party is on — and 
the real issues are old enmities 
among the party's elder states- 
men. 


Pages 25-26 

Southeast Asia has deep suspi- 
cions of any enhanced defence 
role for Japan — and some states 
still look to Washington for pro- 
tection. 


Regional Affairs 


Foreign relations: A crack in the 
wal 
The profits of peace 
Japan: Consensus confounded 
The best of enemies ——-—___ 
Defence: Measuring the response —— — 
Uncle Sam, we need you 
Diplomacy: Modesty rewarded 
A token of high esteem 
Bhutan: Benign big brother 
New Zealand: Reputation at 
risk 
Refugees: Frustration builds up 
Hard times are coming 
Not quite so orderly 








President Suhar- 
to's visit to Wash- 
ington highlights 
a new awareness 
in the United 
States of the im- 
portance of Indo- 
nesia — as does 
the nomination of 
John Holdridge as 
ambassador to 
Jakarta. 


Page 32 

Little Bhutan is taking a higher 
profile in the world — with the 
help of big brother India. 


Pages 48-50 

Thailand becomes impatient over 
the slowness of refugee resettle- 
ment, and bottlenecks in Viet- 
nam's orderly departures prog- 
ramme are revealed. 


Business Affairs 


Policies: South Korea's long road to 
reform 
Kerbside trade still roaring 
Rushing for cover 
Energy: A boost for Bohai oil 
The world crunch in hiding 
Agriculture: India's new crop of 
problems: — E 
Economic relations: Light amid dark __ 
Trade: Getting away from Gatt 
Cover story: Asean's dark horse 
Power: A good head of steam for 
Indonesia 
Finance: No turning the tide for 
New Zealand 


; «October 22, 1 


68 
South Korea tries to free its finan- 
cial system without big business 
stepping into the government's 
place. Meanwhile, the kerb mar- 
ony is being kept alive by neces- 
sity. 


Page 70 

Japan and China are to put u 
more money and accelerate oil 
exploration in the Gulf of Bohai. 


Page 72 

An international body warns that 
falling prices and reduced de- 
mand have not made energy pro- 
blems go away. 


Page 74 

The Group of 77's new chairman 
sounds an optimistic note as 
others see mostly gloomy pros- 
pects for a new economic order. 


Page 91 

Japanese industry is keen to take _ 
a major chunk of a geothermal- 
power scheme in Indonesia. 


104 
New Zealand Prime Minister 
Robert Muldoon gets wet as his 
King Canute controls on interest 
rates fail to turn the tide. . 


Page 105 

Dow Chemical sells its invest- 
ments in South Korea after a pro- 
paced and sometimes bitter dis- 
pute. 


Companies: Exit from a row in Seoul — 105 
Aviation: Niugini's wings clipped — — 106 
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CHOGRM restates its 
stand on Cambodia 

The leaders of the 17 Asian and 
Pacific members of the Com- 
. monwealth ended a meeting in 
Suva, Fiji on October 18 with 
a joint communique which, 
among other things, highlight- 
ed the group's view on In- 
dochina. The communique 
called for the withdrawal of all 
foreign forces from Cambodia 
and also noted recent moves 
towards obtaining a peaceful 
solution of the Cambodian pro- 
blem. 

These included the forma- 
tion of the anti- Vietnamese co- 
alition government; the an- 
nouncement by Hanoi of a par- 
tial withdrawal of its forces, 
and its approach to Asean for a 
regional meeting to discuss the 
Cambodian situation. The 
communique reflected a com- 
promise between the Asean 
stand and that of India, which 
recognises the Heng Samrin 
government. The communique 
also called for the withdrawal 
of foreign troops from Af- 
ghanistan. 

— A CORRESPONDENT 


Pakistan wins a seat on 
the UN Security Council 
For the fourth time since it 
joined the United Nations 35 
years ago, Pakistan has been 
elected to the Security Council, 
this time to replace. Japan. 
Pakistan was unopposed as the 
Asian choice after Sri Lanka 
withdrew just before the Oc- 
tober 19 balloting to fill five re- 
gionally allocated non-perma- 
nent seats for two-year terms 
on the 15-member council. 
New Zealand lost to the 
Netherlands and Malta in the 
three-way race to replace Ire- 
land and Spain in the so-called 
West European and Others 
group. — TED MORELLO 


Suharto on goodwill 
visit to Seoul 

Indonesian President Suhar- 
to's four-day visit to South 
Korea on October 16-19 — the 
first by an Indonesian head of 
state — was described as frank 
and fruitful. There are no im- 
portant disagreements be- 
tween the two countries and 
Suharto supported President 
Chun Doo Hwan's idea of a 
summit meeting of the Pacific 
basin countries, though 





Jakarta is unlikely to play a 
major role in such a meeting in 
view of its preoccupation with 
Asean. 

During the visit, Seoul 
promised to help set up a voca- 
tional training centre in In- 
donesia as part of technical co- 
operation between the two 
countries. — THOMAS CHESSER 


Chinese fighter pilot 
defects to Seoul 


A Chinese air force pilot de- 
fected on October 16 by flying 
his MiG19 aircraft into South 
Korean air space with a detach- 
ment of Chinese interceptors in 
pursuit. The 25-year-old air 
force captain is the third 
member of the Chinese armed 
forces to defect to South Korea 
since the end of the Korean 
War in the early 1950s. The 
South Korean Defence Minis- 
try said later that the pilot 
sought political asylum in an 
unnamed third country. 

— THOMAS CHESSER 


Malaysian minister goes 
on trial for murder 
Malaysia's first political mur- 
der trial got under way on Oc- 


tober 12 and rapidly developed 


into a complex case in which 
the police were unable to pro- 
duce a number of important 
documents connected with the 
affair. 

The case began sensationally 
when Attorney-General Tan 
Sri Abu Talib Othman told the 





court that the victim, Datuk 
Mohamad Taha Talib, the 
speaker of the Negri Sembilan 
State Assembly, was shot dead 
by Minister for Culture, Youth 
and Sports Datuk Mokhtar 
Hashim on April 14, The de- 
fence immediately reacted by 
claiming that Mokhtar was far 
away from the scene when 
Taha was killed. —K. DAS 


New Zealand shelves 
an aluminium project 


New Zealand's proposed sec- 
ond aluminium smelter at 
Dunedin in the South Island 
has been shelved indefinitely. 
Talks between the government 
and the New Zealand, Austra- 
lian and French consortium of 
Fletcher Challenge, CRA and 
Pechiney ended on October 19 
in stalemate over the electricity 
price. Earlier talks on this issue 
foundered six months ago after 
the Swiss company Alusuisse 
withdrew from the consortium 
in 1981 because of the uncer- 
tain outlook for aluminium. A 
reappraisal of the project then 
gave some hope of success, but 
it came to nothing. 

Minister of Energy and Na- 
tional Development Bill Birch, 
announcing the deferment, 
blamed “the current state of 
the world economy and in par- 
ticular the depressed market 
for aluminium.” He said con- 
tacts would be maintained so 
that negotiations could be 
picked up again when world 
conditions improve. The shelv- 
ing of the smelter is a bitter 
blow for the government and 
for Birch in particular. It is 
at the core of New Zealand’s 
big-project development pro- 
gramme. — COLIN JAMES 


public corporations 
public А 
Taiwan's Ministry of Economic 
Affairs has decided to merge 
two state-run enterprises, 
China Phosphate Industries 
Corp. and China Petrochemi- 
cal Development Corp., on 
January 1, 1983. The merger is 
a continuation of the ministry's 
policy of streamlining opera- 
tions of corporations it over- 
sees. China Phosphate, which 
produces only one product, has 
been hit hard by the recession. 
— ANDREW TANZER 


Crossed wires over 
a Manila power deal 


The supply of wire and cable to 
a Philippine Government en- 
tity has become the subject of 
dispute not only between local 
producers and a foreign com- 
pany but also between two gov- 
ernment regulatory bodies. 
State-owned National Power 
Corp. (NPC) recently an- 
nounced that it will open bid- 
ding for the supply of a still un- 
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specified quantity of alumi- 
nium wire and cable. Hitachi 
Cable Philippines, in which Ja- 
panese investors hold à major- 
ity, indicated its intention to 
bid. This was opposed by the 
Philippine Wire Manufacturers 
Association, claiming its mem- 
bers can meet all NPC's de- 
mand for such products, and 
that Hitachi, being an export- 
processing-zone company, is 
disqualified from domestic 
sales. The association's posi- 
tion was supported’ Бу the 
Board of Investment. But it 
turned out that Hitachi did not 
make its move until it had been 
told by the Export Processing 
Zone Authority that it can sell 
up to 30% of its products in the 
local market. — LEO GONZAGA 


Indonesia is told to 
slow down projects 


Former (Indonesian -trade 
minister Prof. Sumitro, in a re- 
cent lecture at. Nommensen 
University in Sumatra, advised 
the government to limit expen- 
diture by concentrating only on 
large government projects that 
are already under way or near- 
ing completion, against the 
background of recession. He 
said projects at preliminary 
stages should be reconsidered 
and if necessary postponed 
until world recovery 1$ more 
certain. This is the second time 
Sumitro has called for recon- 
sideration of project priorities. 
Initial reaction to his remarks 
has been strong, with some of- 
ficials and members of the pub- 
lic replying that it is unneces- 
sary to reduce expenditure on 
projects whose timing is neces- 
sary to maintain the develop- 
ment momentum. 

— MANGGI HABIR 


The Government of Singapore 
Investment Corp. (GSIC), re- 
cently reported to have main- 
tained more than 90% of its as- 
sets in short-term money-mar- 
ket instruments, announced 
earlier this month that it has 
made its first investment in 
United States property hold- 
ings. The corporation, formed 
in 1981 to manage Singapore's 
capital surplus and. shift more 
of the national reserve into 
long-term investments, pur- 
chased a 25-storey office block 
in Philadelphia for US$46.5 
million — apparently in cash. 

— PATRICK SMITH 
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HANG LOOSE, HANG LUNG 
The Hongkong Government seems 
to be doing its best to nurse through 
lean times the property consortium 
committed to developing the 11 sites 
along the ise Mass Transit 
Railway ( ) Island Line. The 
Hang Lung-led consortium has still 
not paid the HK$1.82 billion 
(US$279.1 mu remium fixed 
in August for the Admiralty 2 site. 
MTR and government officials 
explain the delay by saying 
conditions of grant on the site have 
not been finalised. A similar 
explanation was given over a 
premium delay earlier this year on 
another MTR site. With the ' 
Admiralty 2 premium set at summer 
1981 values — before the property 
bubble burst — it is understandable 
that the developers are having 
eee paying up. On the other 

and, the penalties of pulling out of 
the deal could be much worse. 


KEEPING THE MOMENTUM 
United States Secretary of State 
George Shultz is planning to visit 
China before the end of the year. 
Shultz had initially rejected the 
idea of a China trip this year as he 
wanted Sino-US ties to settle down 
in the wake of the August 17 joint 
communique by the two countries 
concerning arms sales to Taiwan. 
But State Department officials 


AFGHANISTAN 

Afghan rebels launched a rocket attack on 
Kabul airport, diplomatic sources said (Oct. 
19). 


AUSTRALIA 

Singapore Prime Minister Lee Kuan Yew 
arrived in Queensland for an official visit 
(Oct. 19). 


CHINA 

French Communist: Party leader Georges 
Marchais arrived (Oct. 14). Intermediate- 
range ballistic missiles were successfully fired 
from a nuclear-powered submarine, it was an- 
nounced (Oct. 16). Pakistan's President Zia- 
ul Haq startedan official visit. General Secre- 
tary Hu Yaobang said that the Chinese and 
French communist parties had resumed rela- 
tions. The East Sea Fleet conducted a major 
combat exercise involving more than 50 war- 
ships and using live ammunition, the Shang- 
hai Liberation Daily said (Oct. 17). 


INDIA 

Opposition MPs walked out to protest 
against an alleged attack by police on an MP 
during a demonstration in Bihar (Oct. 13). 
About 30,000 Sikh prisoners in Punjab jails 
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approached the former secretary of 
state, Henry Kissinger, who 
prevailed upon Shultz to undertake 
the trip in order to restore the 
momentum of Sino-US ties which 
have flagged since Shultz's 
predecessor, Alexander Haig, 
visited Peking early last year. 





A BOMB AT THE MARKET 


A bomb explosion rocked 
Vientiane's market around noon on 
October 16, according to reliable 
diplomatic sources. Two vehicles 
were reportedly destroyed but the 
number of casualties was not 
known. The market in the Lao 
capital is frequented by resident 
foreigners, including many of the 
4,000 Soviet advisers currently in 
Laos. Sources say the Soviets could 
have been the target of the 
bombing. 


protested against bad conditions, Indian 
newspapers said. Agreements were signed 
with the Soviet Union under which Moscow 
will help to modernise India's defence sys- 
tems, Defence Minister Ramaswamy Ven- 
kataraman said (Oct. 15). The government 
ordered the release of 25,000 Sikh political 
prisoners as a gesture of conciliation (Oct. 
16). France signed an agreement to supply 
India with 40 Mirage 2000 fighter aircraft and 
the Exocet missile system, Western diploma- 
tic sources said. One person was killed when 
police opened fire on Sikh protesters in Am- 
ritsar, the Press Trust of India said (Oct. 18). 


JAPAN Y 

Rival factions of'the ruling Liberal Demo- 
cratic Party nominated Yasuhiro Nakasone, 
Toshio Komoto, Shintaro Abe and Ichiro 
Nakagawa as party presidential candidates 
(Oct. 16). Indonesian President Suharto ar- 
rived on an official visit (Oct. 19). М 


MALAYSIA 

Three Singaporean men convicted of drug- 
trafficking were hanged (Oct. 13). Eighteen 
people have died of malaria this year, eight 
more than last year, health officials said ( Oct. 
18). 


A JOB OFFER 
A former Philippine secretary of 
foreign affairs and former president 
of the University of the Philippines, 
Salvador Lopez, has been offered 
the ambassadorship to the Soviet 
Union. Lopez is said to be interested 
in the job but Foreign Minister 
Carlos Romulo has been reluctant 
to approve him because Lopez is 
identified with the opposition. 
Lopez рее. ОКСА Marcos 
еа visit to the Soviet Union in 
uly. 


ESCAP'S EMPTY SEAT 


Five months after the resignation of 
Ian MacDougall, head of the 
inae division of the Bangkok- 
ased Economic and Social 
Commission for Asia and the Pacific 
(Escap), a replacement has still not 
been found. MacDougall resigned 
after a row with Escap executive 
secretary S. A. M. S. Kibria. Escap 
sources say the conflict stemmed 
largely from MacDougall's 
objections to the watering down of 
Escap's draft annual survey after the 
document drew protests from 
Vietnam and Democratic 
un usse (REVIEW, Mar. 26). 
MacDougall was known to have 
been bitter about being forced to 
revise the draft survey after being 
instructed initially to take a bolder 
approach in drafting it. 


PAKISTAN 

Pakistan formally received the first six of 40 
F16 fighters from the United States at an offi- 
cial ceremony in Texas (Oct. 13). A military 
court jailed two lawyers for a year for making 
speeches considered critical of martial law 
(Oct. 14). An official committee proposed the 
death penalty for prostitution and drug traf- 
ficking, a ban on ballroom dancing and burn- 
ing of so-called vulgar books (Oct. 16). 


SOUTH KOREA 
Indonesian President Suharto started an of- 
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ficial visit. A Chinese air force pilot flew to | 


South Korea in a MiGI9 (Oct. 16). The 
Chinese pilot sought asylum in a third coun- 
try, the Defence Ministry said (Oct. 19). 


SOUTH PACIFIC 

The Commonwealth Heads of Govern- 
ment Regional Meeting started in Fiji (Oct. 
14). The meeting ended with an appeal for a 
nuclear-free Pacific and withdrawal of foreign 
forces from Cambodia (Oct. 18). 


SRI LANKA 


Fourteen cricketers defied a government - 


ban and left for a playing tour of South Africa 
(Oct. 17). 
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By Mike Tharp 

Tokyo: There has been direct trade between the United 
States and North Korea, albeit at a minuscule level, since 
at least 1979 — despite the official Washington embargo 
on commercial dealings with Pyongyang. According to 
. US Department of Commerce figures obtained by the 


- about US$310,000, small beer perhaps in international 
- "trade, but a figure which is magnified by its diplomatic im- 
plications. 

* The US Government has no diplomatic relations with 
Pyongyang and has banned all direct trade with the North 
_ Koreans for years. It has placed North Korea on an em- 
bargo list which includes only three other states — Viet- 
nam, Cambodia and Cuba. There was no immediate exp- 
-. lanation from US officials in Seoul or Tokyo as to how or 
__ why the trade occurred. “It just doesn't make sense," said 
| ene American trade official in Seoul. 

— . An American diplomat recalled that there had been 
. “one or two occasions" in the past when the US had made 
- an exception and granted an export licence for medical 

. equipment or hospital supplies which were subsequently 

> shipped to Pyongyang. However, data on the trade ob- 
tained by the REVIEW covered a fairly broad range of 
commodities. 

Washington's ban on all trade with the North is partly 
out of deference to South Korea, one of the strongest sup- 
porters of the US in the region. The US has steadfastly in- 
sisted that it does not trade with the North and would not 
do so, at least until the Soviet Union and China — North 
Korea's main allies — formally agreed to establish recip- 
rocal relations with Seoul. Although there have been 
press reports in the past year of trade between South 
Korea and China, primarily through Hongkong, involv- 
ing commodities worth several million dollars, the US 
Government has yet to rescind its ban on trade with the 
North. 

Asked about the trade data, a South Korean Govern- 
ment official in Tokyo said: *There can't be two-way 
trade, as far as our understanding is concerned. North 

. Korea might have bought something from the United 
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; The US is trading with Pyongyang despite its own embargo 


А crack in the wall 


REVIEW in Tokyo, two-way trade in 1979-81 totalled: 





States, but there is nothing North Korea can offer thè 
United States.” 

Other South Korean sources described the US-North 
Korea trade data as statistical bloopers and noted that the 
South Korean Government remains officially in favour of 
opening trade with the North. That position, however, is 
regarded by observers as a ploy by the South to offset 
North Korea’s propaganda efforts and not as a serious 
offer to trade. 

Officials in Pyongyang could not be reached for im- 
mediate comment, but North Korean sources in Tokyo 
noted that American goods are found routinely in Pyong- 


. yang. Cars, typewriters, fountain pens, musical instru- 


ments and some machinery made in the US have been 
seen there by one pro-Pyongyang resident of Japan, 
though some or all of those products could have been ob- 
tained in transactions involving third parties. (The first 
book donated by President Kim Il Sung to the university 
that bears his name is said to be a copy of Webster's Dic- 
tionary published in America.) 


Д to the Commerce Department figures, US ex- 
ports to North Korea in 1979 consisted of US$12,000 ° 
worth of chemicals, specifically, industrial organic chemi- 
cals. During the same year, the US imported about 
US$114,000 worth of goods from Pyongyang, including 
US$48,000 of metals and metal products and miscellane- 
ous products worth US$65,000. These miscellaneous pro- 
ducts included electrical appliances (US$2,000); foot- 
wear, gloves, hats and luggage (US$13,000); combs, 
brushes and umbrellas (US$4,000), and “products not 
elsewhere enumerated" which were listed as being worth 
US$46,000. 

This last category included a number of items each 
worth less than US$1,000 but which still apparently were 
shipped from North Korea to the US. They were primary 
cells and batteries; sporting goods; toys and bicycles; rub- 
ber and plastic products, and works of art and antiques. 
There were no reported American exports to North 
Korea in either 1980 or 1981, according to the Commerce 
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Department figures, but the North exported US$136,000 
worth of goods to the US іп 1980 and US$47,000 in 1981. 
The exports in 1980 included US$98.000 in textile fibres 
and textile products and US$36,000 in miscellaneous pro- 
ducts, plus a shipment of machinery apparently worth less 
than US$1,000. 

In 1981, the first year of the administration of President 
Ronald Reagan, two-way trade dropped to its lowest level 
in three years, with only US$12,000 in textile fibres and 
textile productS imported by the US, plus about 
US$33,000 in metals and machinery products, which were 
identified as radio receivers. There was also a tiny amount 
of miscellaneous goods, designated as US$1,728 worth of 
digital clocks. , 


here was no indication in the Commerce Department 

reports about how the trade was conducted or which 
companies or agencies were involved. There are several 
hundred thousand Korean-Americari in the US and con- 
ceivably some of them could have handled at least part of 
the flow of goods. 

It is likely that most of the transactions were on cash 
terms. North Korea badly needs hard currency since it 
incurred about US$1.8 billion in trade-related debts in the 
mid-1970s to Japan and West European and Socialist-bloc 
countries. 

Although Pyongyang has repaid about ¥30 billion 
(US$111.8 million) in interest and principal to Japan- 








ese companies and banks, it still owes ¥70 billion and has 

not begun repayment to its other creditors. As a result of 

earlier defaults, those trading with the North have insisted 

on а cash-only basis for the past two or three years. One 

trade analyst in Tokyo said the figures suggested that. 
many of the goods imported to the US from North Korea 

seemed to have been shipped on a trial basis to determine 

the kind, price and quality of goods which might be availa- 

ble. 

“This does not appear to be ongoing trade,” the analyst 
said, “but it is direct trade — not handled through third 
countries." 

It can be noted that the level of trade rose during Jimmy 
Carter's presidency and also at a time when North Korea 
underwent one of its spasms of relative openness. In April 
and May 1979, Pyongyang hosted an international table 
tennis tournament, which drew some 2.000 foreigners to 
North Korea. 

In 1980, US congressman Stephen Solarz visited 
Pyongyang, the first elected American official to do so 
in a number of years. Nothing came of his visit, how- 
ever, as Washington continued to refuse visas for North 
Koreans who wanted to visit the US. The trade trickle has 
apparently dried up somewhat since the advent of the 
hardline anti-communist Reagan administration. Even 
so, the Commerce Department statistics reveal that the 
US suffered a trade deficit with North Korea of 
US$298,000 over the period in question. a 





The profits 
of peace 


China signals to Moscow that 
relations could improve when 
Soviet troops quit Afghanistan 


By David Bonavia 

Peking: The Sino-Soviet talks which 
started here on October 5 are to continue 
in Moscow when the present round is con- 
cluded — indirect confirmation of reports 
that the talks so far have been held in a 
good atmosphere. Hu Yaobang, general 
secretary of the Chinese Communist 
Party, mentioned the eventual extension 
of the talks — which the Chinese refer to 





as consultations — before a meeting with | 


Georges Marchais, the visiting chief of the 
French Communist Party, which is 
strongly aligned with Moscow. 

Although the sessions here are believed 
to have been held in a good atmosphere 
they are unlikely to produce anything 
more than minor improvements in bilat- 
eral relations at this stage. The Soviet 
envoy handling the consultations is De- 
puty Foreign Minister Leonid Пуісһеу, 
one of Moscow's top negotiators. Sources 
reported that Пуісһеу will, after all, head 
the Soviet delegation to the forthcoming 
conference on security and cooperation in 
Europe which is to be held in Madrid. Pre- 





viously Moscow had indicated that he 
would not go to Madrid this year, in order 
to show the importance that the Soviet 
Union attached to improving its links with 
China. 

Although the ideological battle be- 
tween Peking and Moscow has abated, 
China is standing firm on its demand that 
the Soviet Union cease interferring in 
Asia — specifically in Afghanistan and Irt- 
dochina. It also wants Moscow at least to 
recognise the existence of a border pro- 
blem and to lower its strategic profile in 
Mongolia. Clearly the Soviet Union is not 
planning to pull out of Afghanistan soon, 
but one day peace must be restored there. 


China is signalling that when that day 
comes, there may be useful spin-off for 
Moscow in terms of improved relations. 
At the same time it is mercilessly pursuing 
the propaganda campaign — poking 
macabre fun at the Soviet army, which, it 
says, has brought boom business fo 
Kabul's coffin-makers. 

Moscow would certainly not let Viet- 
nam's regional empire-building stand in 
its way if a genuine and far-reaching settle- 
ment with China was being held up by this 
factor. Hanoi's near-total reliance on the 
Soviet Union would make it vulnerable to 
any discreet pressure for a reduction of its 
military presence in Cambodia. ; 
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Conse confounded . 


Contending factions in the ruling Liberal Democratic 
Party fail to choose a successor to Prime Minister Suzuki 


By Hikaru Kerns 

Tokyo: Stubborn opposition to Yasuhiro 
Nakasone, 64, the early favourite to suc- 
ceed Prime Minister Zenko Suzuki, has so 
far prevented the selection of the Liberal 
Democratic Party (LDP) president 
‘through negotiations among party lead- 
ers. As a result, four candidates filed 
notification papers on October 16, a pro- 
cedure that opens the way for a rank-and- 
file primary election. Party leaders placed 
a moratorium on campaigning for one 
week, to October 22, so that they could 
continue their efforts to find an acceptable 
leader through closed talks, thus avoiding 
a prolonged and divisive struggle. 

The non-mainstream factions of the 
LDP pooled their resources and attracted 
the support of independents to enable 
Toshio Komoto, 71, Shintaro Abe, 58, 
and Ichiro Nakagawa, 57, to qualify for 
the LDP election. Each of them, along 
with Nakasone, received the required 50 
endorsements from LDP members of the 
Japanese parliament, the Diet, and party 
rules call for a primary election if there are 
four or more candidates. The non- 


mainstream factions are thought to have a. 


large advantage in the primary, in which 


. more than a million LDP members are 


sew to vote (REVIEW, October 15). 
s shaped by LDP rules, however, the 
ру has mainly psychological force. 

e top three in the November 23 primary 
advance to the general election which is to 
be held two days later. In this contest, the 
mainstream factions of Nakasone, Suzuki 
and former prime minister Kakuei Tanaka 
have the overwhelming majority of votes 
because only the 420 LDP MPs will be 
casting ballots. 

Suzuki's unexpected decision on Oc- 
tober 12 not to seek another term, when 
he had been virtually assured of re-elec- 
tion, caught the contending LDP factions 
off balance. Tanaka still heads the largest 
faction, with 107 members at the latest 
count by Japanese publications, out of the 
total LDP Diet membership. Suzuki 
claims the loyalty of 87 MPs, while 
Nakasone has 50. The combination of 
these three mainstream factions with a 
total strength of 244, or more than a 
majority, had sustained the Suzuki 
cabinet and should be enough to ensure a 
Nakasone victory in an election restricted 
to LDP MPs. 

But the mainstream factions fear a pri- 
mary election and have sought — as has 
former prime minister Takeo Fukuda — 
to have the new party president, who au- 
tomatically becomes prime minister, cho- 
sen through negotiations among party 
leaders. These negotiations have been 
conducted by a triumvirate — Suzuki, 
LDP secretary-general Susumu Nikaido 


10 


(representing Tanaka) and Fukuda, who 
is speaking for the non-mainstream fac- 
tions. The humiliation of losing a primary 
election among grass-roots party mem- 
bers was enough to convince Fukuda, 
while prime minister in 1978, to withdraw 
from the race after coming in second be- 
hind Masayoshi Ohira. It is widely be- 
lieved that Nakasone must run a superior 
campaign just to win second place in the 
present contest. 

Fukuda, who now has the primary elec- 
tion as a bargaining tool, has been ada- 





mantin his opposition to Nakasone during 
his negotiations with Nikaido and Suzuki. 
Fukuda has publicly cited Nakasone’s 
close ties with Tanaka, a defendant in the 
Lockheed bribery trial (REVIEW, June 
18), as a reason for his position. However, 
the feud between Fukuda and Nakasone 
runs deeper — ranging from having to run 
from the same Gumma prefecture consti- 
tuency to Nakasone tipping the balance 
against Fukuda in the LDP election of 
1972. What is more, if Fukuda were to 
concede the presidency to Nakasone at 
this time, it is also clear that his influence 
in the LDP would go into a rapid and 
perhaps irreversible decline. Nakasone's 
first loyalty will be to Tanaka and Suzuki, 
who are also Fukuda's rivals. Also, 
Fukuda's failure to stop Nakasone could 
encourage a movement calling for him to 
relinquish control of his faction in favour 
of Abe, a younger man. 







IS — 

ones — of the Suzuki and' Tanaka factions 
in a primary election. Their dislike of 
Nakasone is based on the negative aspects 
of his public image — that he is oppor- 
tunistic, suave, glib and unreliable. These 
are unfortunate attributes since sincerity 
is ranked so highly in Japanese politics. 
Less than full support at the prefectural 
level, where each of the Suzuki and 
Tanaka faction members has developed 
his own organisation, would cripple 
Nakasone in the campaign. Tanaka made 
the critical difference in the upset victory 
of Ohira over Fukuda in the 1978 election, 
but at that time Ohira benefited from 
enthusiastic canvassing by virtually all the 
members of Tanaka's faction. 

A primary election would thus be the 
natural goal of the factions opposing 
Nakasone but for the fact that Fukuda is 
reluctant to let a primary take place. 
Fukuda stated his preference for closed 
negotiations on the day the Suzuki deci- 
sion was disclosed and has since repeated 
it. As an elder statesman and one of the 
triumvirate conducting the negotiations, 
Fukuda would almost certainly lose influ- 
ence over non-mainstream factions if one 
of their candidates, including Abe, were 
to win election as a result of popular vote 
rather than by his mediation. 


ukuda, Suzuki and Nikaido had been 

meeting under an agreement worked 
out through the aid of the Supreme Coun- 
cil of Advisers, and informal body of form- 
er prime ministers and speakers of both 
houses of the Diet. Since October 14 the 
three party leaders have reported their 
progress to the supreme council at each 
stage of negotiations. The council clearly 
favours the non-mainstream factions since 
Fukuda, Abe's father-in-law Nobusuke 
Kishi and Komoto's mentor, Takeo Miki, 
are members. But its influence depends 
on its remoteness from daily factional 
strife. 

The growing possibility of a primary has 
been a boon to. Komoto and, less so, to 
Nakagawa. Komoto and his aides adopted 
a strategy before the previous election in 
1980 of registering their. supporters as 
LDP members. All the factions conducted 
such membership drives, but Komoto's 
was the best organised and the most in- 
spired. His campaign — which included an 
appeal for voter registration through the 
Nihon University Alumni Association, 
the largest such group іп Japan — led 
observers in 1980 to declare that about 
40% of LDP members were Komoto sup- 
porters. The figure of 40% is still used by 
analysts and, if accurate, would mean a 
landslide victory for Komoto in the pri- 
mary. 

In a primary election, Komoto can also 
draw on the private pappor! of many 
businessmen who, regardless of factional 
affiliation; see him as one of their own 


kind. Komoto first attained prominence 


as a remarkably successful entrepreneur 
in the rough-and-tumble world of ship- 
ping. As founder and president of Sanko 
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Trade between Asia and the Middle e we have probably one of the best teams 
East is nothing new, but it is growing in Arab Banking involved in Asia. Our 
rapidly, spurred by strong Arab capital Asian currency trading desk is a 
markets and the emergence of Asia as recognised market maker in leading 
one of the world's fastest-growing nl Asian convertible currencies. 


ions. O ne We also support business in Asia at 
Arab Asian Bank was created to every level: financial advice and 
provide complete and professional management, capital re-structuring, 
banking for this specialised market e amalgamations, take-overs, 
We nurture Asia's regional traders а їап mergers and acquisitions, 
with export/import finance, together with equity and debt 


eurocurrency lending, market appraisals issues, and trade and project finance. 
and introductions, joint ventures, foreign Our headquarters are in the heart of 
exchange and money market operations, Bahrain's banking district We have an 
bid and performance bonds, advance operating base in Hong Kong with 
payment guarantees, and much strong affiliations with 
more. With the in-depth banking institutions 
experience of our executives in Kuala Lumpur, Kuwait, 
and senior bankers, and our Saudi Arabia and London. 
access to the latest Weare the Arab banque 
technology and techniques, d'affaires with roots in Asia. 
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Arab Asian Bank e.c. 


Address: Diplomat Tower, PO Box 5619, Bahrain. Tet: 233129. Telex: 8583. ABMAL. Arab Asian Internationa! Limited, 1003 Admiralty, Tower II, 18 Harcourt Road, Hong Kong. Tat 5-290760 Telex: 62423. 
Group assets: US$ 1.2 billion. 
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Stoanthip Co... { 

by building the company into c 
largest shipping firms in the world | 
сапу 19705, outstripping by at least four- 
fold the fleets controlled by the late Aris- 
totic Onassis and Hongkong's Sir Y. K. 
Pao. Komoto accomplished the feat with- 
out taking government subsidies and by 
often ignoring the advice and guidelines of 
the Japanese bureaucracy. 

AS head of the Ministry of International 
Trade and Industry and currently as head 
of the Economie Planning Agency, 

Konmfbto has often advocated stimulatory 
economic measures. He has also been da 

vigorous proponent of aid to small- and 
medium-sized basinesses, most recently 
with a special investment credit. These 
stances have solidified his ularity 
among businessmen, But his affiliation 
with Miki has limited his appeal to the 
rightwing of the party. He is variously de- 
*seribed as rational, cool, dull, aloof, 
аын and unsmiling. 


Ке has only 42 members in his fac- 
, tion, largely an inheritance from Miki. 
Ву comparison, the Fukuda faction claims 
74 members while Nakagawa has 12 and 
the independents number 48. Having such 
a small faction, Komoto has been urging a 
rimary election at every opportunity. 
But in the current situation he has allowed 
Fukuda to speak for him and agreed to 
abide by the unanimous decision of the 
three negotiators. 
Nakagawa is regarded as a minor candi- 
date but. popular with the Right and 

- pecessary to complete the roster of four to 

force a primary election. Representing а 

district from Hokkaido, Nakagawa is the 

соон ш outsider who has been scrambl- 

"ing for attention most of his political life. 

He portrays himself as a sincere Japanese 

| patriot and advocates a fast build-up of the 

armed forces and a revision of the no-war 

_ clause in the Japanese Constitution. 

L Although Abe is among the four candi- 
dates, there appears to be no urgency in 
his faction — except perhaps on the part of 

` the aging Kishi — to win the presidency 

for him this time around. Abe has time to 
wild support for future elections, and he 

| has yet tocommand his own faction. But as 
he stands closest to Fukuda he can com- 
mand considerable support in the event of 

_ either selection by negotiation or party 

election. It has been said, however, that 

| Kishi fears a poor showing by Abe in a pri- 

“пагу because it might taint his son-in- 

law's position in future contests. 

Тһе difficulty of achieving a harmoni- 

vus transition by hanashiai (discussion 

| and consensus) as desired by Suzuki, has 
| delighted the proponents of an open and 
broadly based LDP election system as 
much as it has distressed party 
traditionalists. But for Komoto, who in 

_ other circumstances might sympathise 

| with the traditionalists, the existence of 

[the primary has enhanced his negotiating 

| position. LDP rules are weighted towards 


| tetention of the power of selection by the 


| party leaders, but they may not be able to 


| exercise this power in the current atmos- 
| phere of animosities and ambitions. 
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Behind the manoeuvrings for theLDP's presidential 
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election lies the feud between two former premiers 


By Murray Sayle 

Tokyo: All the angels in heaven weep, we 
know, when a single sparrow falls. But а 
Japanese prime minister? Inscrutable as 
Buddhas, they steal in, bask for a season 
in the sun, and bow out, unmarked and 
unmourned. So on October 12, Zenko 
Suzuki, not exactly a name to conjure with 
(and ‘not even related to the small, 
economical cars) announced that he 
would not contest the forthcoming elec- 
tion for the presidency of Japan's ruling 
Liberal Democratic Party (LDP), thus in 
effect resigning the premiership and join- 
ing his undistinguished predecessors in 
well-deserved international obscurity but 
às eminences grises within the LDP. 

Did Suzuki fall, or was he pushed, and 
does it matter? We might begin by observ- 
ing that the soon-to-be-ex-prime minister 
did not exactly strain himself in office, and 
enjoys excellent health. So, at first glance, 
does the economy, destroyer of govern- 
ments in other parts of the world. Business 
is brisk, largely because of the insatiable 
demand for Japanese products in Western 
Europe and the United States, with the re- 
sult that unemployment is only 2.5%, 
about a quarter of what is enjoyed by 
Japan's customers. Inflation is 3% and the 
Japanese banks are awash with cash. 

The economic outlook may not, in fact, 
be quite as rosy as these figures suggest, 
with about two or three times the official 
percentage of people looking for a job and 
unable to find one. But if male, they are 
back working on the family farm, and if 
female, at home watching TV. Few Japan- 
ese have lost their rural roots and family 
expectations are not such that it takes two 
salaries to satisfy them. So none of the so- 
cial scars of unemployment are yet appa- 
rent in Japan. There are no dying indus- 
trial towns infested with idle and mutinous 
youth, no school-leavers unable to find 
any kind of job, and certainly no jobless 
immigrants whose line of retreat to the 
farm is cut off by the width of oceans. 
Every Japanese who needs a job has one. 

Suzuki has certainly not cut a 
Napoleonic figure on the world stage, for 
which some Japanese are grateful. Last 
year, for instance, he told outraged Ame- 
ricans (through an interpreter — he 
speaks no English) that Japan's defence 

ture was that of a "clever mouse" when 

e meant to say “wise hedgehog.” Scratch 
one interpreter. On the other hand, 
Suzuki has managed to wriggle out of the 
affair of the history textbooks, slyly tidied 
up by Japanese education bureaucrats to 


make Japan's horrible track record in Asia | 


sound prettier, without actually bending 
to the storm of protest from Japan's neigh- 
bours. Ё 

Japan's public finances are in an awe- 
some mess, but they already were when 
Suzuki took office 27 months ago, promis- 


=. 


ing to balance the budget without raising 
taxes by 1984. But he has surprised no one 
by running a deficit for the current year 
alone of US$22.9 billion which will swell 
Japan's gigantic public debt. However, 
the money is owed by Japanese to other 
Japanese, mostly banks, and no one is 
sure why this form of finance cannot go on 
indefinitely. If there is widespread discon- 
tent in Japan, it comes from a feeling that 
things are drifting, and that something 
nasty, as yet unspecified, is about to hap- 
pen. And, quite possibly, it will. 

, Japanese often get attacks of free-float- 
ing anxiety, as Sigmund Freud used to call 
it, and Suzuki added some more at a press 
conference he called last month to explain 
the latest exercise in creative book-keep- 





ing devised by his bureaucrats to finance 
the deficit, a scheme involving relabelling 
the public-works budget as investment 
(and not counting it) and borrowing from 
government contingency funds to pay cur- 
rent debts. Basically, the Japanese busi- 
ness world is calling for Keynesian pump- 
priming. 

But there is no money to pay for it with- 
out raising taxes, which will further de- 
press domestic spending, already sluggish, 
or laying hands on the US$500 billion 
thrifty Japanese have salted away in the 
post office and other tax-free savings, 
which the voters would never stand for. 
Admitting that his vow to balance the 
books by 1984 could not be kept, Suzuki 
proclaimed a “state of fiscal emergency,” 
an original way of describing a situation 
which has been normal in Japan for the 
past decade. 

The phrase, however, made headlines 
on financial pages all over the world, alert- 
ing those still in yen to get out. The Japan- 
ese currency fell to its lowest rate against 
the US dollar, and even sterling. for five 
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headlines in Japan. Normally a cheap yen 
is good news, presaging another flood of 
Japanese exports, but there are now so 
many so-called gentlemen's agreements 
and voluntary restraints in force that Ja- 
panese manufacturers dare not take ad- 
vantage of the current weakness of the 
yen. But, at the same time, imported 
food, fuel and raw materials (as well as 
Scotch whisky and woolly sweaters) will all 
go up. Contemplating this, businessmen 
sank deeper into their anxiety. But this 
was neither the proximate nor the effec- 
tive cause of Suzuki's fall. 

For the real story we must turn to à 
series of meetings which have been going 
on for the past three weeks and still con- 
tinue, Former prime minister Kakuei 
Tanaka, 64, accompanied by the dozen or 
so reporters who maintain constant, 
round-the-clock watch outside his house, 
has been calling on former prime minister 
Nobosuke Kishi, 81, at the latter's home 
on the slopes of Mt Fuji, where another 
gaggle of Japanese newsmen stand sleep- 
less vigil. Why so much interest in has- 
beens? Because this pair, not previously 
on good terms, dominate Japanese poli- 
tics. 

Kishi, the Albert Speer of Japan, was 
the minister for munitions during World 
War IL and spent the years 1946-49 in 
prison while painstaking Americans wrote 
him a part in a grandiose conspiracy 
theory stretching back to Japan's occupa- 
tion of Manchuria in the 1930s. The trial of 
Kishi and his colleagues as war criminals 
was abandoned in 1949, as the Cold War 
heated up, and Kishi went on to become 
prime minister in 1957. 

He was forced out of office by anti- 
American riots in 1960, but not before he 
had made the riskiest decision of post-war 
Japanese politics, the secret agreement 
permitting the US forces to bring tactical 
nuclear weapons (but not the strategic, 
publicly acknowledged kind) into Japan, 
an agreement which, as far as anyone 
knows, still stands. Kishi passed the 
leadership of his parliamentary faction to 
Takeo Fukuda and Kishi's son-in-law, 
Shintaro Abe, is today Fukuda’s and thus 
godfather Kishi's heir-apparent. 


3 Hee is not exactly your bumbling. 
eager-to-please Suzuki type. either. 
Son of a bankrupt horse-dealer, and be- 
neficiary of no more than six years' 
elementary schooling (if that), the shrewd 
and tough Tanaka was invalided out of the 
army in China in 1940 and built up a big 
construction business in Tokyo during the 
war years. Already a millionaire, he went 
into politics in 1949 and clawed and 
bought his way up through the gentlefolk 
to be secretary-general of the LDP by 
1972, the year prime minister Eisaku Sato 
announced his retirement. 

Sato failed to follow the then Japanese 
custom of naming his successor. Fukuda, 
of impeccable samurai origins — product 
of Japan's top university and the all-pow- 
erful Finance Ministry and Kishi's politi- 
cal heir — thought he should succeed 
Sato. Tanaka operates on the principle 
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2, cash down, for himself. 

Japanese politicians still talk, fondly 
about the party election that brought 
Tanaka to power. Some recall Tanaka's 
mer distributing bank-fresh bundles of 
X 10,000 notes packed into Black and 
White whisky boxes. Others remember it 
as Mitsukoshi shopping bags. Possibly it 
was both, Tanaka, it has been widely re- 
ported, spent more than the equivalent of 
US$20 million on becoming prime minis- 
ter, and on the upper house elections 
which followed, still warmly remembered 
by Japanese voters, when ham and per- 
fume companies, among others, openly fi- 
nanced candidates. The ruling party spent 
more than US$200 million, of which 
Tanaka personally raised at least half. The 
haughty Fukuda, with access to nothing 
like that sort of money, sulked bitterly on 
the sidelines. 

Vengeance is mine, saith the Lord, but 
sometimes He can use a little help from 
His friends. In February 1974 as Japan felt 
the impact of the first oil crisis, Tanaka's 
methods got a thorough airing in the liter- 
ary magazine Bungei Shunju. The infor- 
mation on which this masterly hatchet-job 
was based came from the Finance Minis- 
try, Fukuda's old manor. Neatly saddled 
with the blame for Japan's roaring infla- 
tion, Tanaka was forced out of office. 

So sprouted one of those solid, depend- 
able political hatreds so much more dura- 
ble than politicians’ fickle friendships. 
The Japanese call theirs, which rages un- 
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War.” and inoffensive Suzuki із ойу its 


latest casualty. It has, moreover, been | 


constantly escalating over the years. 
Tanaka, out of offfice, still had an intact 


faction of 100 needy politicians, enough to + 


block any rival candidate. In а сот: 
promise, Takeo Miki, the Mr Compara- 
tively Clean of Japanese politics, and the 
most popular of the past decade with the 
voters, succeeded Tanaka. 
hen the Lockheed Corporation in 
mid-1976 released the names of the 


people it had bribed to buy its aircraft, Ta- а 


'naka was listed as having had, at current 


ratés, more than USS1.72 million. Miki an- 
nounced that the law would take its course 
and Tanaka was arrested. If, he had still 
been in office, we can guess that no more 
would have been heard of the Lockheed 
Problem. as Japanese call it. Tanaka 
added Miki's name to his rapidly growing 
hit list, and Mr Clean was soon, in his turn, 
Mr Out. 1 

Tanaka's trial has been proceeding re- 
latively rapidly; by Japanese standards, 


and lately it has been going badly for the | 


boss. His defence all along has been an 
alibi, that he spent the afternoon Lock- 


‘heed officials say they paid him the cash 


innocently doing his political rounds with 


his secretary, Toshio Enomoto, also , 
| named by Lockheed as having taken à : 


bribe. Boss and secretary; if believed, thus 
cover each other. | 
Last year Enomoto's wife, Emiko, pro- 
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tion, that H 
А Bcd tearfully to her over 
ricebowl that he had collected the: 00067 
оп Tanaka's behalf. Outside the court- 
room she observed that “а bee stings once 
and dies" and departed demurely on the 
arm of A.N Other. And far from dying, 
she recently became Mrs Other. 

Then, this summer, two Tanaka asso- 
ciates were convicted of taking Lockheed 
bribes and sentenced to prison terms, later 
suspended. The prosecütors are due to 
wind up their case against Tanaka next 
month апа ask for a sentence which can 
hardly be less than five years. Tanaka can, 
however, put off actually going to jail for 
another five years, through layers of ap- 
peals, meaning that he is unlikely to re- 
sume what he regards as his rightful place 
as prime minister until 1992. At this dis- 
tant prospect his bloated faction is begin- 
ning to get restive. 

We might at this point wonder why a Ja- 
panese politician feels it necessary to join 
a faction, apart from the tendency which 
seems to be natural among Japanese to 





quarrel in close-knit cohesive groups. It is 
- generally taken that a candidate needs 
. nearly US$2 million to enter parliament, 
. despite the fact that TV advertising is for- 
bidden and campaign posters are re- 
“stricted to the size of small tea-towels. 
- Most of the politician's mite goes, in 
fact, to the voters, to buy them drinks on 
election day and give them flower-arrang- 
ing lessons, seaside holidays, marriage in- 
troductions, funeral contributions, and 
the thousand and one other costly little 
tokens of Japanese sincerity. Immensely 
wealthy as he is, Tanaka is not expected to 
come up with all the money needed per 
follower per election. Instead, he and the 
other faction leaders are better viewed as 
running franchise businesses, a sort of 
'Kentucky Fried Politics, in which the boss 
puts up the seed money, supplies the 
know-how, and allows the candidate to 
use the boss’ well-lubricated network of 
bureaucrats to do favours for the electors. 
In return he expects, of course, total 
loyalty. 
Tanaka, and not the economy, or any- 
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eventually become prime йе, after 












the fall of Miki, to 5e in his turn ousted by 
Masayoshi Ohira, a Tanaka surrogate. 
When Fukuda counter-attacked and 
brought down Ohira, the latter conve- 
niently dropped dead from a heart attack, 
and sentimental Japanese gave the LDP a 
resounding victory in the ensuing elec- 
tion. 

The tactical situation, which gives both 
Tanaka and Fukuda a veto over the 
others choice as prime minister, pro- 
duced as a compromise the colourless 
Suzuki, an expert on oyster cultivation 
and on what the Japanese call belly-to- 
belly politics, or the art of reconciling con- 
flict by never allowing disagreements to be 
put into irrevocable words 

People knowledgeable in Japanese poli- 
tics, including no doubt Suzuki, saw the 
Kishi-Tanaka meetings as an attempt by 
the elder statesman to patch up some sort 
of compromise of the long-standing feud, 
probably on behalf of his son-in-law, while 


Tanaka’s prospects were dim. Suzuki 
therefore reasoned that, as the product of 
the last uneasy truce, his days were num- 
bered. Making the first decisive move of 
his career, Suzuki thereupon resigned. 
But it is already clear that bosses Tanaka 
and Kishi are far from agreed on the suc- 
cession. Instead of smooth consultations 
the hypothetical party, primary has now 
actually been announced, for the end of 
November, and four candidates have 
taken the field. 


asuhiro Nakasone has his own faction, 

suitably rightwing. and has been waiting 
offstage a long time. But the candidates 
still have to survive confirmation by the 
parliamentary party. Nakasone is close to 
both Tanaka and Yoshio Kodama, gang- 
ster boss and another Lockheed defen- 
dant. As Nakasone is also Fukuda’s de- 
tested rival in their joint constituency, if 


he wins, Tanaka's rule is confirmed. Abe’ 


is Fukuda’s heir and Kishi’s son-in-law. If 
he wins, Tanaka's power has been brok- 
en. This will surprise many observers. 


pi some 400.000 of the 1 million member- 
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nes of the LDP. He also has some public 
following a$ a practical business type. His 
chances of being confirmed are not good 


-because his rivals cannot raise this kind of 


money and fear the precedent. 

Ichiro Nakagawa has his own faction, 
but not as well funded as the others 
(Komoto, for instance, is closely con- 
nected with Ryoichi Sasakawa, Japan's 
wealthiest gambling boss). Nakagawa is a 
former member of the Seiran-kai, the 
Blue Storm Society, a collection of junior 
hawks who used to advocate massive Ja- 
panese rearmament. He is backed, along 
with Abe, by the Fukuda faction and if he 
wins it would be a further sign of Tanaka's 
decline. 

It is difficult, given the double hurdle 
that they must overcome, to see how any 
of these candidates can attract well-in- 
formed punters. The party leaders seem to 
agree, and have called a week's 
moratorium on campaigning for more 
consultations, which, if successful, could 
lead only to another uneasy truce and the 
nonentity-of-the-month named, once 
again, prime minister. 

The alternative is an open split in the 
party, and possibly two conservative par- 
ties. This would not, however, be the end 
of the world, or even the end of rule by 
much the same people, as there are sev- 
eral smaller parties willing and eager to 
join the larger surviving splinter. But the 
process is bound to be long and messy. 
The total paralysis of Japanese politics, in 
place of the betrayal and counter-betrayal 


_of the Tanaka years, тау well turn out to 


be exactly the something nasty so many 
Japanese think is hanging in the air, wait- 
ing to happen. Just at the moment, too, 
when the wolves are howling at Japan's 
door. 

It is possible to see these manoeuvrings 
as those of men hungry for power and 
money and heedless of the national in- 
terest. Equally, we can discern the Japan- 
ese tendency to give priority to the organi- 
sation rather than the job in hand, which is 
presumably the sound piloting of SS 
Japan, as Fukuda liked to describe his 
vocation. 

More generously, we can say that here 
is a society where a clear majority would 
like to practice more open and democratic 
politics but are uncertain how to combine 
them with Japanese tradition. Japanese 
history abounds with retired emperors 
and shoguns ruling from behind the 
scenes, and Tanaka can be-viewed as just 
another one, his power fortunately curbed 
by his legal problems. 

Arriving at a form of government which 
would avoid the disasters of the past (of 
the kind, for instance, edited out of the 
school textbooks) is indeed far more im- 
portant to Japan's future than the un- 
employment rate or the government's 
debts. It is even possible that, in the man- 
ner of his going, harmless Suzuki, both 
wise hedgehog and clever.mouse, has 
done his country some good. 
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Joining leadership 
to excellence. 


Put yourself behind the wheel of the Saab Turbo 
Sedan. Sense the excellence embodied in its superb 
engineering. Already in 1978 Saab took the lead in the 
high performance/comfort segment of the passenger. 
car market with the first mass production turbo-charged 
car engine. Today's second generation turbo, with its 
low fuel consumption in relation to high engine output, 
unites spirited performance and sober economy with 
outstanding comfort. No surprise, therefore, that Saab 
Turbo has been elected "Best Sports Sedan for the 
Eighties" by America's authoritative "Road & Track" 
magazine. 


Saab-Scania has a clear-sighted policy; we 
concentrate and specialise. Within carefully-selected 
segments, we create technologically advanced products 
that are superior both in performance and in 
competitiveness. Foreign markets account for a growing 
share of our sales, and international co-operation 
agreements strengthen our endeavours. Our network of 
service and production facilities abroad further 
emphasises Saab-Scania's international position. 


Experience gathered from our military and aerospace 
accomplishments has helped create the Saab-Fairchild 
340 airliner. This quieter, more fuel-efficient 34- passen- 


ger turboprop has its course set for tomorrow's rapidly 
growing regional and feeder traffic market. 


One Scania truck in ten stays in Sweden. The rest 
make us one of the world's largest exporters in the 
segment of heavy transportation. Thanks to intelligent 
modular design, the Scania concept offers virtually 
unlimited adaptability to each client's special needs. The 
same advanced thinking nas helped create the fuel- 
efficient Scania buses aimed for the increasing segment 
of urban and interurban mass transit. 


These are only a few examples of how Saab-Scania 
aims for excellence through concentration and 
specialisation. 

For further information, please write to: 
Saab-Scania, Corporate Communications and Public 
Affairs, S-581 88 LINKÖPING, Sweden. 
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x Imagine what it's like to run 10 companies at once. 
Companies involved in everything from cement 
and diesel engines to real estate, paper and steel. 


That's the challenge facing the Siam Cement 
Group's senior management. And to meet it 
successfully, they need more than skill and 
experience. They need information. 


So with help from IBM, they've installed a company- 
wide computer system—to supply managers at all 
levels with the information they need. When 
they need it. 


Now all of the Group's operating units benefit from 
a central data processing department. 
It handles administrative tasks like payroll, 
order processing, budgeting and accounting. 
It assists in manufacturing —by helping plan and 
schedule production. It even helps find better ways 
to distribute products through SCG's network of 
dealers and independent contractors. 


Senior managers have found the computer a 
valuable tool in coordinating activities and keeping 
their operating units cost-competitive. 

And пош they have the marketing information they 
need to plan for future growth. And to respond to 
changing customer needs both at home and abroad. 

An IBM information system. It's giving Thailand s 
oldest and largest industrial complex a simpler way 
of dealing with its own complexity. 
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To find the spectrum, 
you need the prism. 


A universal bank, such as Deutsche 
Bank, acts as a prism. It takes in the 
widely varied problems of a multitude of 
clients and carefully breaks each one into 
its various components in order to find 
the most efficient solution. 


Come to Deutsche Bank when you 
want the full spectrum of banking serv- 
ices focused on your problem. Or call: 
Hong Kong 5-255203 
Singapore 917555 
Beijing 285980 
Tokyo 214-1971/9, 211-3541 
Osaka 244-1977 
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‘The 
Giant Panda 
needs your help 
to survive 


ONE every cighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money ~ your money. 

Please send contributions to the WW'F 
National Organisation in your country or direct to 
WWF International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WW'F acknowledges the donation of this space by 
Far Eastern Economic Reviews. 
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"^henth comp пу< у, 
“Fly Economy,’ fly SAS and get 
the feeling of going First. 





ш m m 
It will be a nice surprise. 
Imagine a Business Class that comes very describe this new service: 
close to First Class. First Business Class. 

You're seated in a spacious cabin with First to tell you how much you get. 
Next-to-First Class chairs for close to First Business to tell you how little you pay. 
Class comfort and privacy. We think it makes for a rather temp- 

You dine on china. ting offer, don't you? 


You get a choice of entrées. 
You enjoy First Class service. 


But all you pay is the normal economy 
fare, with no surcharges whatsoever. 
To call such a Business Class just 
Business Class, doesn't do it justice. SCANDINAVIAN AIRLINES 


So we had to invent a new name to The Businessman's Airline 


First Business Class is available on all SAS widebody flights. 
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Measuring the response 


Washington's call for Japan to play a wider defence role is 
causing concern in the region, where wartime memories linger 


hen President Ferdinand Marcos of 

the Philippines appeared on the TV 
programme Meet the Press during his re- 
cent visit to the United States he was 
asked how he reacted to American efforts 
to have the Japanese increase their de- 
fence spending and defence capabilities. 
“Wary, very wary." said Marcos. “I 
am certainly for Japan being able to de- 
fend itself, but I am against strengthening 
Japan so that it becomes another threat to 
us, the smaller countries in Southeast 
Asia." Asked if he saw that possibility as a 
real threat, Marcos replied: “Of course! 
After it has acquired the capability of self- 
defence, what do you think it will do?" 

Not all Asian leaders take such а wary 
view of post-war Japan as Marcos, who 
worked with the anti-Japanese resistance 
forces on Luzon during World War II, But 
as Washington has stepped up its calls for 
Tokyo to boost its role in regional defence 
(REVIEW, Oct. 15), there has been a palp- 
able sense of unease in a number of coun- 
tries in East and Southeast Asia. 

This.unease, which found expression in 
the recent criticism of the revision of Ja- 
panese history textbooks; can be seen in 
both North and South Korea. China, 
Vietnam and Indonesia, as well as in. the 
Philippines. In these circumstances, na- 
tions like Singapore are finding it prudent 
to soft-pedal their calls for a wider Japan- 
ese role in regional defence. 

The latest expressions of concern on 
this issue came during the visit to 
Washington by. Indonesia's President 
Suharto, this month (page 28). Indonesia 
is not only concerned about an expanded 
Japanese defence role but is also uneasy 
over possible US arms sales to China. 
These concerns were discussed during his 
visit; US Assistant Secretary of State for 
East Asia and the Pacific John Holdridge 
and Indonesian Foreign Minister Mochtar 
Kusumaatmadja both said later that the 
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two countries were in agreement on these 
matters. 

“Our concern has been duly taken note 
of.” Mochtar said “and in fact some assur- 
ances have been given that in any relations 
with Japan or China the interests of the 
Southeast Asian nations will be duly taken 
note of and certainly not jeopardised.” 
Mochtar said the Indonesians told their 
hosts that they would be concerned if 
Japan's expanded role in defence of its 
"immediate vicinity" were extended 
further south towards Indonesia. One of 
Jakarta's principal concerns was that the 
1.000 nautical-mile defence perimeter 
urged on Tokyo by the US would extend 
into Southeast Asia if measured from 
Okinawa. However, an American official 


By David Jenkins, with dispatches 
from Susumu Awanohara, 
Thomas Chesser, Sheilah Ocampo, 
Patrick Smith and 
Paul Quinn-Judge 


said before Suharto’s visit that the Indone- 
sian leader would be assured that the dis- 
tance would be measured from Tokyo Bay 
and would stop short of the Philippines. 
During his visit to the US in mid-Sep- 
tember, Marcos told the Washington Post 
that he had misgivings about the growing 
US military relationship with Japan. 
Tokyo, he said, still harboured hopes of 
dominating Asia, first economically and 
then either politically or militarily. “If 
Japan is sold any of your arms,” Marcos 
warned, “see that those arms are not for 
predatory purposes. I am distrustful of the 
Japanese.” When Japanese Ambassador 
Hideho Tanaka called on Marcos at 
Malacanang Palace to seek What was 
termed clarification of these remarks, 





Marcos stressed that he had had no inten- 
tion of antagonising Japan. He had merely 
wanted to remind the US not to forget its 
historical ties with Asia. If Japan kept de- 
fence spending at the present level, he 
said, it would be no threat. 

In Indonesia there has been little re- 
sponse so far to statements from Tokyo 
about the defence of Japan’s sea lanes. On 
the eve of Suharto’s visit to Washington, 
the local press gave prominence to a re- 
port quoting Indonesian ambassador in 
Washington Lieut-Gen. Hasnan Habib's 
concern that "if the 1,000 nautical miles 
were measured from Okinawa that would 
put their ships on our doorstep." How- 
ever, the newspapers also reported the 
American position that the 1,000-mile 
perimeter was to be measured from Tokyo 
Bay. Japanese diplomats in Jakarta are 
said to be explaining to the Indonesians 
that, if measured from Tokyo, the limit 
does not extend very far beyond Japan's 
southernmost home islands. It covers, 
they point out, only a very limited part of 
the southwestern sea lanes, which link 
Japan with the Malacca Strait and the 
Gulf, and an equally limited part of the 
southeastern. sea lanes, which extend 
across the Pacific Ocean to the US West 
Coast. The 1,000-mile limit is not some- 
thing Tokyo pulled out of thin air, they 
say, and not something which might later 
be replaced by a 1,500- or 2,000-mile limit, 


E so, the possible resurgence of Ja- 
panese militarism is a favourite topic 
for some critics and editorial writers im 
Jakarta. The standard argument casts 
doubt on the Japanese contention that its 
post-war constitution prevents Japan from 
reverting to militarism. Constitutions can 
be changed. the Indonesians maintain. 
The Indonesian military leaders who ef- 
fectively run the country take a somewhat 
different approach. While pointing to the 
existence of fear of Japanese militarism, 
Jakarta military theorists suggest that this 
can be managed if the Japanese Govern- 
ment is willing to cooperate with In- 


























псе Institute, — Lieut-Gen. Sutopo 
uwono wrote recently: “It is most impor- 





If Defence Forces and Asean's defence 
pability should not widen . . . Ideally 
his gap should be narrowed and Japan 
- might feel obliged to assist Asean efforts 
` to enhance its resilience. particularly in 
i ротаи internal threats." What many 
xi ian military leaders want from 
: Men is а transfer of basic technology 
ich would have military as well as civi- 
n applications. 
_ Further north, Hanoi is beginning to 
{ that a, "Washington-Tokyo-Pe- 
g axis" — asa commentary in the party 
wspaper Nhan Dan put it last month — 
in the making. Up to now the Vietnam- 
ese have viewed Japan as playing an im- 
- portant but rather passive role in Western 
military strategy in Asia. US bases in 
_ Japan. Vietnamese commentators main- 
_ tain, form the key link in a strategic belt 
` which stretches from. Guam through 
‘Okinawa to the bases of Clark and Subic 
Bay in the Philippines, to Korat and Sat- 
_ айр in Thailand and on to Diego Garcia 
Eri ‘in the Indian Ocean. 
— . One function of the strategic belt in gen- 
eral, and American bases in Japan, the 
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gkok: While some Asean countries 

ire concerned about Japan's pledge — at 
` the United States’ urging — to extend its 
- defence net to cover 1,000 nautical miles 
* e sea lanes (REVIEW, Oct. 15) and about 
D IS support for China's military moderni- 
ation programme, all five members seem 
nxious for Washington to increase its se- 
‘ity commitment to the region. But this 
proving easier said than done. 
"President Ronald Reagan has played 
host to three Asean heads of government 
this year: Singapore's Prime Minister Lee 
Kuan Yew, Philippine President Fer- 
and Marcos and most recently Indone- 
sian President Suharto. All three stressed: 
the role they expect the US to play in de- 
fending the region. Lee had already made 
‘it clear that he thought the US should ex- 
_ pand its naval power in the South China 
a; Marcos was worried about the US 
y аран commitment to the region and 
rticularly the Philippines, if it came 
"under attack, and Suharto, playing on his 
country’s strategic position straddling 
- East-West sea lanes, wanted more Ameri- 
| can hardware and security-related 
_ technological aid. ni 
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As the governor of the National De- 


ant for Japan to realise that the current 
capability gap existing between Japan's | 


Sakurauchi: a revision of the law? 





















































Philippines, Pakistan and Diego Garcia in 
particular, according to Vietnamese 
analysts, is to provide convenient jump 
ing-off points for Washington's Rapid De- 
ployment Force. This force, the Vietnam- 
ese claim; could intervene not only in the 

, Middle East, but in the Pacific and Indian 
oceans as well. Now, however, with the 
projected changes in Japan's defence 
posture, Hanoi is openly expressing con- 
cern that Tokyo will start playing a more 
aggressive role in regional security. "The 
increasingly. close collusion between 


Uncle Sam, we need you 


Asean members want Washington to increase its secu 
mitment to Southeast Asia but US priorities lie elsewhere 


But all the Americans can offer is in- 
creased military assistance to Asean coun- 
tries and reassuring words that if the re- 
gion is threatened, Uncle: Sam will be 
there. Basically, the Asean region is way 
down on Washington's list of global secu- 
rity priorities, The US 7th Fleet is in Asia, 
with its bases in Japan and the Philippines, 
but its main role is to protect Japanese sea 
lanes and project itself as a counter-force 
to any Soviet designs. in the Gulf, the 
Western world’s main source of oil. 

As the Americans see it, Asean is à 
comparatively stable little region, despite 
the fact that the Soviet Union has a 
strategically located ally in Vietnam, 
mainly because Moscow is Hanoi’s only 
aid-giving friend, The Vietnamese quid 
pro quo for the US-estimated US$3 mil- 
lion in Soviet aid they receive each day is 
to allow Moscow to use the ports and air- 
fields at Cam Ranh Bay and Danang as а 
staging post in its long lines of strategic 
communication with the Indian Ocean 
and the Gulf. 

American military strategists, however, 
do not envisage any direct military threat 
to the Asean region. That is why, despite 


dangerous.” An E in spi army daily 











Quan Doi Nhan Dan at the same time 
added that those favouring increased Ja- 
panese defence spending justify. their 
claims by what it called the cliches of the 
increased. Soviet threat and diminished 
US leadership in the region. The article 
claimed, however, that the plans to in- 
crease military spending are the result of 
what it called a plot to militarise Japan 
quickly and turn the country into an as- 


' sault force serving US strategy! in Asia and 


the Pacific. 

What concerns Hana: even more is the 
attitude of the J apanese Government. No 
administration since World War II, Quan 
Doi Nhan Dan maintains, has been so re- 
sponsive to calls for rearmament as the 
present one. An alleged remark by Japan- 
ese Foreign Minister Yoshio Sakurauchi 
in June that “Japan will have to work to re- 
vise the law on Japanese defence forces" 
means, the newspaper said, that the gov- 
ernment is planning to “eliminate the 
clause- in the constitution that ‘forbids 
Japan from, . . using war or military forces 
as a means to ‘settle international disagree- 
ments.” 

The textbook issue is an intrinsic part of 
the present plans for re-militarisation, in 
Hanoi's view. The playing down of Japan- 
ese war crimes, Quan Doi Nhan Dan said. 


reassuring ede ‘Mvashington's main 
focus. is on China and Japan. The Asean 
countries, because of their abundant natu- 
ral resources and strategic location, have 
to be buttered up in their anti-communist 


. stance, but Washington sees no need to 


give them the military aid it offers so 
generously to Israel, Pakistan and the lit- 
toral states of the Gulf. 

Washington's attitude is illustrated by 
its actions towards Thailand "and the 
Philippines. As the so-called frontline 
state — with a border with Indochina — 
Thailand is probably Washington's most 
important ally in the region. The Ameri- 
cans tend to take the Philippines, the only ° 
country in Southeast Asia where it has 
military bases, for granted. They know 
that in Marcos they have a loyal friend, 
and his televised speech recently saying 
that the US bases will remain in the Philip- 
pines for a long time merely confirmed 
what the Americans already knew — they 
can use the Philippines as a military stag- 
ing post for as long as they wish, as long as 
the price is right. 

hailand, however, needs more court- 

ing. There are no US bases in the coun- 
try but the Americans hold regular naval 
exercises in the Gulf of Thailand with the 
Thai navy. The most recent joint exercise, 
Cobra Gold, involved 26 US and Thai 
ships. However, such close military coope- 
ration leads some Thai military leaders to 
think that if their country ever faces the - 
threat of invasion, the US will emi 


was an attempt to "poison the minds of the 
younger generation," thus making them 
more responsive to the blandishments of 
militarism and the spirit of "great Japan- 
ese chauvinism;" Similar concerns have 
been voiced in the Chinese media. "The 
remnants. of the defeated Japanese mili- 
tarists harbour the wish to stage а come- 
back." Hongqi (Red Flag), the theoretical 
journal of the Chinese Communist Party, 
noted in a recent commentary. “They 
have not succeeded only because of the re- 
solute resistance of the Japanese people 
and the opposition of peoples in other 
Asian countries . . {һе militarists have 
not been stamped out in Japan.” Such 
people were by no means rare.. Hongqi 
claimed. They were trying to revive mili- 
tarism, to turn Japan from an economic 
into a military power in order to relive the 
old dream of the Greater East Asia Co- 
Prosperity Sphere. 


Ithough emotion over past atrocities 

continues to run deep in South Korea. 
leaders confide that they are "reluctantly 
in favour” of Japan’s plans to augment its 
military strength. Speaking to the Na- 
tional Assembly's defence committee on 
October 15, Defence Minister Yoon Sung 
Min said he believed that a larger Japan- 
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US Marines in Exercise Cobra Gold: Thailand 


— and there is no guarantee of this. 

The US is linked with Thailand and the 
Philippines under a mutual security treaty, 
the 1954 Manila Pact, but any move 
by Washington to send in troops requires 
congressional approval:, This was the 
point Marcos raised in his trip to the US 
last month: how much Southeast Asia can 
depend on the Americans, already wary 
about military adventures in the region 
after their defeat in Vietnam, depends on 
Washington's oft-repeated promise that it 
will not leave its friends in Asean in the 
lurch. 

The US policy towards Thailand, there- 
fore, appears to be a programme to in- 
crease military aid steadily, while at the 
same time showing the 7th Fleet flag once 
in a while. Thai newspapers headlined the 
fact that Foreign Minister Siddhi Savetsila 


ЧУ, ate 
needs courting. 





ese defence presence was needed to main- 
tain the power balance in the Northeast 
Asian region. Yoon went on to say that he 
did not believe that Japanese plans to in- 
crease defence capabilities would revive 
militarism. 

Japan experts in the South Korean 
Foreign Ministry admit that suspicion of 
Japan's motives — a suspicion heightened 
by the textbook controversy — are deep 
and that it is only upon the recommenda- 
tion of the US that they go along with the 
build-up. An aide to the foreign minister 
said: "History has shown that Japan's mo- 
tives have always been completely self- 
serving. We agree to go along with its de- 
fence plans because we see it as an integral 
part of the strategy for the American 
global military balance." Somewhat 
paradoxically. there is a consensus among 
South Korean leaders that Japan has 
failed to carry its weight in providing sup- 
port for regional defence. 

With the Korean Peninsula only 120 
miles from Japan and with the majority of 
South Korea's troops deployed along its 
northern border. a Japanese threat, how- 
ever remote, has always been present. A 
1.000-mile defence perimeter as measured 
from Tokyo. would cover the territorial 
waters. of North and South Korea аз 


Union. 

While other Asian nations have asked 
that Japan be kept on à tight leash, South 
Korean leaders have not. The main reason 
is that there are 38.000 American troops 
stationed in South Korea. This has given 
rise to what one Western analyst terms “а 
feeling of strategic trust” built up over al- 


appears to be the only guarantee that 
Seoul needs. 

Sentiment in North Korea, though hard- 
er to gauge, seems to run strongly against 
any new initiatives on the part of Japan to 
strengthen its defences. Suspicions of Ja- 
panese motives there run just as deep as 
they do in the South. Indeed, analysts in 
Seoul say that North Korean propagand- 
ists are using South Korean tolerance of 
the new defence moves as a fresh excuse to 


of American imperialism. Although the 
leaders in Seoul can doubtless live with 
that, some аге concerned that fears in 
Pyongyang of an increased Japanese 
threat could spur North Korea to seek ad- 
ditional weapons from the Soviet Union. 

In Singapore, the response of Prime 
Minister Lee Kuan Yew's government to 
Japan's decision to raise its defence profile 
has been muted — and perhaps predicta- 
bly so. In part this may reflect the view 
that the higher profile is still less than 
adequate for a substantially increased 
contribution to regional security. But 


rity for the US than the Gulf of Thailand 
— assuming that the 7th Fleet would be 
around in times of an emergency. Despite 
Asean's current concern, about 160,000 
Vietnamese troops in Cambodia, and the 
Soviet Union's growing military presence 
in the region, no one expects a communist 
raid on Thailand or any other Asean coun* 
try in the near future. 

As one senior American diplomat com- 
mented: "The Vietnamese may have been 
able to take over 6 million Cambodians, 
But it is almost inconceivable that they 
would try to chew up 47 million Thais 
given Vietnam's long lines of communica- 
tion, its economic weakness and the un- 
certainty over the US response to any such 
action." 

As the Americans see it, the only threat 
to Asean would be as a result of an over- 
spill of the Sino-Soviet conflict. The 
Soviet Union is trying to mend fences with 
Asean countries and appears to be none 
too happy with. Vietnam’s internationally 
denounced occupation of Cambodia. 
Moscow, like Washington, does not see 
any strategic benefit to be derived from a 
heavy military presence in Southeast 
Asia. The region is looked upon as an im- 
portant staging post for operations else- 
where, but not as a theatre of confronta- 
tion — at least, in the near future. That is 
why the Americans will continue to say 
nice things about Asean, and pledge mili- 
tary aid to the region, while at the same 
time giving their more serious attention to 
Japan and China. 


was promised an extra US$9.9 million in 
guaranteed US military sales for Thailand 
during his recent talks with US Secretary 
of State George Shultz and other senior 
Washington officials. In fact. the US chip- 
ped in a further USS2.4 million in military 
aid during Siddhi's visit to bring the figure 
for 1982 to US$79.2 million; compared 
with US$30 million in 1979. 

But despite their land and sea military 
potential, the Thais still lack a sophisti- 
cated air deterrent, as does the Philip- 
pines. And Bangkok's US$79.2 million in 
military aid pales into insignificance com- 
pared with the US$1.6 billion Washington 
is pumping into Pakistan over the next five 
years — including 40 advanced F16 fight- 
ers. 
But the Thais generally accept that the 
Indian Ocean is more of a strategic prio- 
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most 30 years. That. for the time being. - 


portray South Korean leaders as stooges - 


well as those of China and the Soviet — 
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there is another factor. Singapore, while 
believing there is a need for an expanded 
Japanese defence role, is not keen to get 
too far out of step with its neighbours. Ac- 
cordingly, the Singaporean leaders seem 
to have taken the cue that the next lines 
for the republic are marked sotto voce. 

Singapore's political leadership - has 
long stressed the connection between 
economic relations and the political and 
security responsibilities that, it claims, 
must accompany close ties. Lee first made 
this point with specific reference to Japan 
in a speech delivered just over two years 
ago. It was against this background that 
Tokyo stepped up its support for the for- 
mation of the Cambodian coalition just 
before the Asean foreign ministers’ meet- 
ing held in Singapore їп June. Tokyo's 
moves were well timed — and the republic 
was pleased. 

Foreign Minister S. Dhanabalan has 
spelled out Singapore's desires more. re- 
cently with specific reference to defence. 
In a lengthy interview with correspon- 
dents from Asahi Shimbun, one of 
Tokyo's leading dailies, Dhanabalan laid 
out a strategy in which Washington placed 
priority on nuclear defence as Japan con- 


geared more to the question of how Japan 
should increase its regional security role, 
not whether or not it should. *So long as 
Japan confines herself to a naval role in 
the Western Pacific and the northern part 
of the China Sea and does not include 
Southeast Asia in her patrols, 1 see по 
cause for concern,” Lee said late last year. 
This still standsas Lee's most specific pub- 
lic pronouncement on the limits that 
should be placed on Japan as its participa- 
tion in regional defence increases. 

Intervening events have not changed 
these official Singapore. perceptions — 
they have only made it more difficult to 
press them with much force. When the 
textbook affair erupted, for instance, it re- 
ceived prominent coverage in Singapore's 
government-supervised daily, The Straits 
Times. The reaction of the Singapore 
Government itself. was perhaps more in- 
teresting: it did not react at all. There was 
not a single official statement on the issue 
— raising the possibility that the republic's 
leadership allowed the closely controlled 
press to report the event fully in order to 
gauge public reaction. 

There have been some specific local is- 
sues as well. Among both labour and man- 


Japanese submarine-detector helicopter: keep off, says Lee. 


centrated on a conventional. build-up. 
Once Japan undertakes greater responsi- 
bility for its own defence, he said, "this 
will enable the United States to divert 
some of its resources to play a more active 
role in this area." Such theories have long 
been familiar to regional defence analysts. 
But Dhanabalan added; “I don't think 
countries here are very worried as long as 
Japan doesn't go nuclear." 


T: view that Southeast Asia must put 
aside its outmoded fears of the Japan- 
ese in uniform and face the so-called reali- 
ties of 1982 had been growing perceptibly 
for some months. Based on the ever-in- 
creasing visibility of common economic 
interests, there had been a greater willing- 
ness among officials in Singapore and else- 
where in the region to urge this view on 
the public. Indeed, some officials long ago 
accepted that the region's concerns may 
be welcome to a Japan reluctant to spend 
more on defence than the minimum neces- 
sary to keep Washington contented. 
Official preoccupations have thus been 





agement there has been a visible backlash 
against the Singapore leadership's “Learn 
from Japan” campaign — as Lee indi- 
rectly conceded in his National Day 
speech in August. There is also growing 
unhappiness among some executives and 
bureaucrats that Japan's efforts to transfer 
technology to local control has not been 
everything it should be. 

Along with the recent rebuff to -Lee’s 
idea of multilateral Asean defence exer- 
cises, mooted on his visit to Jakarta in Sep- 
tember, the climate simply does not seem 
right for public displays of satisfaction 
over shifts in defence’ policy — least of all 
Japan's recent defence decisions. Sin- 
gaporean officials. are’ also waiting to see 
just what Tokyo's new attitude will mean 
in concrete terms. There is more than a lit- 
tle doubt in Singapore that Japan's higher 
profile will have much effect on the US 
presence in Southeast Asia. Soviet con- 
cern may shift to Northeast Asia, some 
diplomats say, but Japan's most effective 
contribution in this region may ultimately 
be some form of military aid. ш 


Modesty 
rewardedl 


As its rivalry with Moscow 
moves offshore, the US can 
no longer ignore Indonesia 


By Richard Nations 

Washington: President Suharto's five- 
day visit to the United States was arranged 
primarily to grant long-overdue recogni- 
tion to the Indonesian leader, whom Pre- 
sident Ronald Reagan described as one of 
Asia's senior statesman; Suharto's gov- 
ernment — in power now for 17 years — 
could be seen to be unassuming and this is 
perhaps one of the reasons why it has sim- 
ply been overlooked in the past by a crisis- 
occupied Washington: During the 1970s 
Indonesia had quietly consolidated a mod- 
est domestic stability and, though it be- 
longs to every major Third-World forum, 
it has simply refused to stand out in any of 
them. 1 

It has dawned upon the Reagan ad- 
ministration that the qualities which have 
helped to create the image of a bland In- 
donesia now give it the potential, as one 
administration official put it, “to be a 
major power in Asia by the end of the cen- 
tury, ranking alongside China and Japan." 
A country's geographical position can 
often be a key asset-and it is so in this case 
as the rivalry between the two superpow- 
ers in Asia has moved offshore. Indonesia 
sits astride sea lanes linking the Indian and 
Pacific oceans which are of vital strategic 
significance in US planning as it seeks to 
counter the global reach of the Soviet 
Union's Pacific fleet. The Reagan admin- 
istration considers that it simply cannot af- 
ford to see Indonesia go over to the other 
side, 

The longevity of Suharto’s rule is 
another plus. “Whatever you may think of 
the Suharto government the fact that he 
has been in power since 1965 lends it au- 
thority,” an administration official com- 
mented. Indonesia is endowed with oil 
and other natural resources and for the 
past 12 years has gone in for heavy capital 
investment. Jakarta’s approach to deve- 
lopment is now seen to be paying 
economic and political. dividends which 
Washington judges are likely to endure. 
"Long strides have been made towards 
solving the country's three major pro- 
blems — food self-sufficiency, population 
control, and political: legitimacy." With 
some doubts here about the long-term po- 
litical stability of the Philippines and Thai- 
land, a stable, pro-Western Indonesia is 
that much more attractive 

Washington has come to appreciate In- 
donesia's moderating role in the Third 
World. Suharto is given credit here for ini- 
tiating Asean’s 1976 Bali summit confer- 
ence, which launched the Five on their 
diplomatic career of offsetting Vietnam- 
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ABOARD THE SUPER 80, 
EVEN THE AIR YOU BREATHE 
SAVES FUEL. 


OPERATING COST SAVINGS Because the Super 80 flight deck is built 
TOTAL S1.5 MILLION U.S. A YEAR. for a crew of two, personnel costs are less. 
At McDonnell Douglas, we designed the The bottom line? A $1.5 million savings 
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THROTTLES. New digital flight guidance Super 80 jet- 
Using a new digital flight guidance control a pera memonny capabiity. liners are now 
system, the Super 80 pilot achieves maximum which helps cut maintenance costs. in service on 
fuel conservation throughout the flight. four continents, proving the plane's cost 
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costs. It records in-flight oper data so fortable, reliable, quiet flight. 
service crews can 
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to have exercised a characteristic — 


— favour of the Vietnamese poši- 


_ in such groupings as Opec, the 


- aligned movement. "Indonesia 
- has brought credit to the concept 


. nevertheless important, given 


"sonal contact between two lead- 
` ers mutually acknowledged as equals. It 
—— also completed a cycle of lower-level visits 








years. however. Jakarta is see 

restraint. refraining from a self- 
assertion which could have tip- 
ped the balance within Asean in 


tion on the Cambodian question 
at the price of alienating 
Bangkok and destroying Asean's 
effectiveness. 

Washington considers that 
long-range political benefits 
could stem from Indonesia pur- 
suing a similar moderating role 


Islamic Conference and the non- 


of genuine and constructive hon- 
alignment,” Reagan told Suhar- 
to at a welcoming ceremony on 
the south lawn of the White 
House. The visit thus had more 
form than substance. But it was 


the imperatives of Javanese poli- 
tical ritual, which demands per- 


which began in 1980 with former US am- 
bassador Edward Masters’ tireless and ul- 
timately successful efforts to highlight 


2 - Washington's chronic neglect of In- 


donesia. 


ч B: all indications Reagan tactfully over- 


looked the Timor issue, which domi- 


nated press and congressional commen- 


__ tary on Suharto's visit. To emphasise the 
— milestone nature of the visit, Reagan of- 


— fered Suharto a thoroughly acceptable 
— candidate as ambassador to Jakarta — 
- John Holdridge, the assistant secretary of 


— state for East Asia and the Pacific, 


Washington's factional politics had en- 
sured that the post remained vacant for a 


| year, and this situation was another indi- 


— cation of Washington's overall neglect of 


links with Jakarta. Now that Suharto has 


been received graciously in the White 


House, Indonesian ministers will be given 
the green light to work out what deals are 


L possible with the US in trade, technology, 
_ and defence. 


Like Philippine President Ferdinand 


| Marcos, who preceded him to Washington 
-à month earlier, Suharto is worried that 
_US policy is encouraging Japan and China 


` to prepare to fill a power vacuum in South- 





` east Asia which may emerge as Wash- 


ington stretches its defence efforts in- 
creasingly to the Indian Ocean. He was as- 
sured that the US has no intention of mak- 


ing Japan a proxy of the US with sufficient 


reach to stretch down into the Asean area. 
But the Indonesians doubt whether mere 
policy guidelines can contain what they 


. see as the historical momentum of Japan- 


ese rearmament. "Where will it end?" 
asked an Indonesian official. "We're 
afraid that once it gets rolling, Japan will do 
with defence what it has done with au- 
tomobiles, steel and semiconductors.” 










ae 
Suharto with Reagan: a milestone visit. 


Indonesian officials were also reassured 
that Washington would not allow relations 
with China to interfere with the conduct of 
its policy towards Asean. But they are not 
entirely convinced. The tortuous diplo- 
macy behind the Sino-US August 17 com- 
munique оп Taiwan has reinforced In- 
donesian fears that China has the upper 
hand, and that Washington lacks either 
the determination or skill to impose а 
really contentious policy on Peking. 
“There are two keys to the Cambodian 
solution," an Indonesian official said. 
"One is whether Thailand and Vietnam 
can agree, and the other is whether the US 
Sides with us or with China." 

Partly, because of the uncertainties 


Ay i 
by the mid-1990s. One well-informed In- 


ja is considering taking responsibil- 
for its surrounding waters and airspace 
donesian source said that land-based mis- 
sile systems are under consideration to 


control the sea lanes. But the prospect of 


‘the formally non-aligned Indonesia hav- 


ing the capability to close down the vital 
straits underscores a basic ambivalence in 
US-Indonesian security relations. 
Pentagon sources said that Washington 
does not see Indonesia having a security 
role beyond maintaining its own security 
and protecting its offshore oil rigs. 
Washington would probably want a for- 
mal security arrangement with Jakarta be- 
fore providing it with advanced weapons 
systems which could theoretically be 
turned against American commercial ves- 
sels and naval ships, But such an arrange- 


ment would compromise Jakarta’s 
genuine non-alignment which Reagan has 
deemed so constructive. 


Moderation is a two-way street, and In- 
donesia realises that if it is to position itself 
between the Third World and the US it 
must have something to gain from 
Washington. Here, however, Suharto was 
probably disappointed in his hopes of 
gaining greater understanding from 
Reagan in his appeals for more flexibility 
on such North-South issues as the law of 
the sea, the World Bank and International 
Monetary Fund, the International Tin 
Agreement, and commercial bank credit. 

Thus far Reagan has been willing to 
offer hospitality and graceful gestures to 
flatter his Asian visitors though anything 
more concrete along the lines Suharto is 
suggesting runs into the dead-end of the 
Reagan recession. The Suharto visit, how- 
ever, adds one more voice to the growing 
chorus of friendly leaders arguing that 
the overall strength of the US-led 
partnership cannot be sustained in mili- 
tary terms alone. 


A token of high esteem 


Holdridge’s nomination as ambassador to Indonesia reflects 
the new understanding between Reagan and Suharto 


Washington: The nomination of Assis- 
tant Secretary of State for East Asia and 
the Pacific John Holdridge as ambassador 
to Jakarta was a deft move by the White 
House to resolve two nagging problems. 

The first of these was finding an ambas- 
sador acceptable to both Jakarta and to 
the United States Senate Foreign Rela- 
tions Committee, which must confirm the 
nomination, In the weeks preceding the 
Suharto visit, the leading candidate for 
the Jakarta post was Kent Crane, a 
businessman, who reportedly has per- 
sonal associations with the Suharto family 
(Review, Sept. 24), Crane's prospects 
dimmed, however, and he withdrew after 
an article appeared in the Washington 
Post highlighting his CIA background as 
well as his political association. with 
former vice-president Spiro Agnew. 

The report apparently made Crane — 


who served as third secretary in the US 
Embassy in Indonesia in 1961-63 — too 
"controversial for both the White House 
and the Indonesians, though no allega- 
tions of misconduct or conflict of interest 
emerged. Sources insist that Crane's 
nomination would not have run into trou- 
ble in the senate "if the only thing against 
him is 20 years in the CIA. since nobody 
up here is that myopic about the agency 
anymore." 

But Crane's candidacy was complicated 
by Suharto's rejection last year of the 
White House nominee, former dmbas- 
sador to Thailand Morton Abramowitz 
(REVIEW, May 28). Since former CIA of- 
ficials are thought to have had a heavy 
hand behind the scenes in the Abramowitz 
affair, the nomination of a former CIA 
agent was tantamount to rubbing salt in 
the wound. It threatened to provoke 
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Forthe man with exceptional goals, 


foreign exchange by RNB. 


RNB trading desks, from New York to 
London and Geneva to Hong Kong, are 
equipped to provide the international 
businessman with round-the-clock for- 
eign exchange service = a major advantage 
in today's fast moving currency markets. 
Moreover, the foreign exchange spe- 
cialists in each of our banks see to it that 
orders are executed promptly. We have 
had long experience at handling ex- 
change transactions of any size — not only 
in the principal trading currencies, but 
many of the less familiar ones as well. 
We at RNB serve international busi- 
nessmen in other important ways, too. 
In addition to foreign exchange, we're 
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considered specialists in trade finan- 
cing, banknotes, deposit accounts and 
precious metals, 

Serving our clients well has helped us 
grow uncommonly fast. Today, we're big 
enough to provide most of the sophisti- 
cated facilities of the international bank- 
ing giants — but lean enough not to keep 
you waiting for decisions. 

As part of the Trade Development 
Bank Holding Group, we're ready to 
serve you if most of the world's finan- 
cia] centres 

So if you require exceptional bank- 
ing facilities in the Far East or else- 
where in the world, get in touch with 


Far East Offices 


us. In Hong Kong we're at 661-606 
Connaught Centre, Connaught Road 
Central. Telephone 5-266 941. In Singa- 
pore, 1101 Bangkok Bank Building, 
Cecil Street. Telephone 224 0355. 


RNB; USS 8.7 billion in total assets; 

USS 678 million in stockbolder's equity. 
TDB Holding Group: USS 13.4 billion in 
assets; USS 1.1 billion in capital and loan 


funds employed. All figures as of June 30, 


1982, 


Republic National Bank of New York > 
America’s 25th largest bank. Affiliates and 
representatives in 27 cities around the world, 
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_ соте one of Washington's blo 
| dettas — a fight for which the White 
Ё House apparently had no stomach. ——— 
= Holdridge's nomination — apparently 
_ decided only hours before Suharto's arri- 
| val in Washington — brings what has been 
| à messy Indonesian chapter to a tidy con- 
` clusion. Eighteen months ago Holdridge's 
views might have been considered too 
| pro-Chinese for Suharto's taste. But, on 
the eve of the president's Washington 
visit, Jakarta was clearly desperate for any 
nominee whose reputation was intact. 
And Indonesians are clearly delighted 
_ with Holdridge's seniority in the adminis- 
- tration. The standing of the new envoy has 
- been taken as a fitting symbol of the new 
understanding between the two leaders. 
.. "The appointment also provides a grace- 
ful exit from Washington for Holdridge, 
| whom the White House was planning to 
|. sacrifice to pro-Taiwan senators outraged 
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. However, Washington politics abhors a 






vacuum, and the same factional struggle 
over the Indonesian post can be expected 
4 pear over who is to replace Hol- 
-dridge as assistant secretary of state. The 
decision is likely to be made in the White 

‘House, but not before the end of the year. 
3 Naming names could be premature, but 
Gaston Sigur, an expert on Japan who is 
currently in charge of East Asia at the Na- 

tional Security Council. is the figure most 
often mentioned. 













- Sigur is favoured by the pro-Taiwan 
i ‘Senators and it is unlikely that his nomina- 
` tion would provoke entrenched objec- 
tions from the liberal community. Richard 
. Armitage, the deputy assistant secretary 
. for East Asia at the Department of De- 
_ fence is another candidate with strong Re- 
й po Party credentials and policy 
. background. If it is decided to select a 
| career foreign-service officer, then Hol- 
. dridge's deputy, Thomas Shoesmith, is 
thought to be a possibility. 
| — RICHARD NATIONS 
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by the August 17th Sino-US communique. ` 
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Better ties with neighbouring India help tiny Bhutan 


By Mohan Ram 

Thimpu: The Himalayan kingdom of 
Bhutan has begun emerging from its self- 
imposed isolation and isslowly developing 
contacts with the rest of the world. Having 


. joined the United Nations in 1971 and 


other international bodies since then, 
Bhutan has begun asserting itself in its ties 
with other countries though it continues to 
be advised by New Delhi in external rela- 
tions under a 1949 treaty.’ PUE 
Bhutan's new-found confidence arises 
largely from its vastly improved ties with 
New Delhi, ties which went through a 
rough patch in 1979. [n a récent interview, 
26-year-old King Jigme Singye Wangchuk 
told the REVIEW that his relations with In- 
dian leaders were now closer than at any 


‘been the largest source of aid and trade — 

and hence the gateway to the outside 
world — for Bhutan, which is sandwiched 
between China and India. 

‘Foreign Minister Dawa Tsering said his 
outward-looking policies were geared to 
meet the challenges of the socio-economic 
development of the country, which ranks 
as one of the poorest in the world. There- 
fore, Bhutan has been placing à premium 
on emerging South Asian regional cóope- 
ration. Tsering said the unsavoury 
legacies of the colonial days and the past 
prejudices among the people of the Sub- 
continent should be set aside, “The small- 
er. South Asian countries," he said, 
"should realise that India, by virtue of its 
size and technological achievements, Маз a 
pre-eminent role in the region and we 
have to live with this reality." 

Although Thimpu has been able to di- 
versify its sources of aid їп recent years — 
through UN agencies, the World Bank 
and the Asian Development Bank, as well 
as through bilateral assistance from 
Japan, Australia and Switzerland — India 
still dominates the Bhutanese economy 
and remains the country's sole trading 
partner of any. consequence. The 1949 
treaty provided for open borders and free 
trade between the two countries, ensuring 
the continuance of the vital Indian market 
for Bhutan's agricultural and forest pro- 
ducts. In turn, most of Bhutan's imports 
come from India. 

In 1972 India and Bhutan signed a trade 
and transit agreement and in 1978 New 
Delhi facilitated easier overland trade be- 


tween Bhutan and third countries; how- 


ever, the diversification of trade remained 


‘sluggish. A new agreement has been 


negotiated this year to help Bhutan's 
trade further and the king considers that 
his country could not have asked for 
more. The agreement provides for 
smoother transit across India for Bhutan- 


time in the past. India has traditionally - 


the rest of the outside world 


esc trade with Bangladesh and Nepal, 

The liberal approach to Bhutan's third- 
country trade signifies a new, relaxed In- 
dian attitude to its tiny Himalayan neigh- 


| bour of 1.3 million people, 75% of whom 


are Buddhists. New Delhi has also made a 
gesture in the area of foreign relations by 
consenting to Bhutan's request for direct 
negotiations with China on the demarca- 
tion of the Sino-Bhutanese border. Dur- 
ing its 1959-60 border negotiations with 
China, India insisted that as it was respon- 
sible for Bhutan's external relations, pro- 
blems concerning the Sino-Bhutanese 
border were also its responsibility. 

n 1979, following reports of intrusions by 

the Chinese, Bhutan sought the demar- 
cation of the traditional border. When Pe- 
king contacted Thimpu and expressed its 
readiness to discuss the matter there was 
an outery in the Indian press, with atten- 
tion focused on Article 2 of the 1949 
treaty, which provides for Indian guidance 
in external relations. The Indian Govern- 
ment felt at the time that it should be in- 
cluded in the Sino-Bhutanese talks. How- 
ever, Thimpu maintained that while it 
would seek Indian advice, the final deci- 
sion on the matter would be its own, 

The Bhutanese Government took its 


-time to prepare for talks with Peking — 


and also got New Delhi's tacit concur- 
rence to go it alone. In mid-1981, shortly 
before Chinese Foreign Minister Huang 
Hua visited New Delhi, the Bhutanese 
ambassador in New Delhi told his Chinese 
counterpart that Thimpu was ready for 
talks. Commenting on the gh sine talks, 
the king told the REVIEW: “We have no 
objections to consultations [with India]; 
they would benefit both India and Bhu- 
tan. Many countries consult India." ` 

The current warmth in Indo-Bhutanese 
relations is in direct contrast with the chill 
of 1979, At that time, a number of Indian 
leaders made abrasive statements about 
Bhutan when it did not vote with India 
over the question of Cambodian represen- 
tation at the Havana non-aligned summit. 
Since then Thimpu has exchanged ambas- 
sadors with Bangladesh and appointed 
honorary consuls in Hongkong and Singa- 
pore. / ee i 
As lack of money and skilled manpower 
are major constraints in Bhutan's efforts 
to expand its links with the outside world, 
it is trying to achieve these ends with In- 
dian help. New Delhi is setting up.a micro- 
wave link which will provide Bhutan with 
a telécommunications link with all the 


"countries with which India is linked; And 


next year, Druk Air, the kingdom's flag 
carrier, is scheduled to begin operation. 





At Swissair we freely admit there is some- 
thing better than our Economy Class. Our 


First Class. 


It's no easy matter to outdo a business traveller's class as com- 
fortable as our Economy Class. 

So our efforts start before take-off. At 50 airports we welcome 
our First Class passengers at special desks. We tag their luggage 
(up to 30 kg free) with a special label to make sure it is first ofl 
the plane on arrival wherever possible. And then at 29 airports 
we invite them into a First Class lounge, with refreshments and 
good company. 

On board, Sky Dreamer armchairs await you in our DC-10s, 
Slumberettes on the upper deck of the B-747s, and real leather 
club chairs in the DC-9-81s. As do our carefully schooled multi- 
lingual staff, who contribute much to making something special 
of your flight. 

For instance in setting the table with silver and the appropriate 
glassware. Or in serving the three menus offered for your choice 
on long flights - all prepared as modern haute cuisine demands 
and accompanied by white or red Swiss wines from famous vine- 
yards, officially classified vintages from Bordeaux, and a variety 
of selected apéritifs. 

Finally, one special feature of Swissair is that our First Class 
outdoes our Economy Class on all flights, ө ° | 
even the shortest. 





roam ADVANCED ENGINEERING 
GETS OFF TO A GREAT START... 


AND A ONE-TWO FINISH! 
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Each year, there are only a handful of events that count 
toward both the prestigious World Championship of Rally Drivers 
and the Manufacturers’ World Championship. This year’s Motogard 
Rally in New Zealand was one. Thus it attracted and tested not only 
the world's best rally drivers and navigators, but also the best 
designs and engineering of the world's leading car makers. 


\ I = Toyota entered two new Celicas in the rugged 
Motogard Rally. After more than 2,220 km of fierce competition. 
Through day and night. Over paved highways, gravel roads, and icy 
forest paths... Only 31 out of a starting field of 64 cars were still 
running at the finish. Toyota's two Celicas were first and second! 


' Not every entry in the Motogard stood a chance for 
overall victory, but of those that did, virtually all were “works” 
| prepared and entered like Toyota's specially modified Celicas. But 
unlike any of the others, Toyota's new Celicas were making their 
official debut in World Championship Rally competition. 


' You can experience advanced engineering and rugged 
dependability in every Toyota... including the Corolla. Economy and 
long lasting performance are why Corolla is the world’s best selling 
car. For winning performance you can count on, start by checking out 
all the new Toyotas today. See for yourself how the facts come alive 
when you drive Toyota. 
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pany's success in today's world is the 
ability to react immediately when op- 
portunity knocks. 

In business. Finance. And foreign 
exchange. 


To take advantage of such oppor- 


tunities, you need a bank which is a real 


NEW YORK 
„ШШ 


DJEDDHA 


А prime prerequisite for a com- 








HONG KONG 
partner. А bank with a presence in all 
major international markets and the abi- 
lity to meetall of your banking needs. 
Banque Indosuez is present in 
more than 50 countries and also has so- 
lid roots in new markets such as Sau- 


di Arabia through its affiliate Al Bank Al 
Saudi А! Fransi or twelve Far Eastern 


y. 


NITIES. 


countries from Pakistan to Japan. This 
means that Banque Indosuez is in a 
position to help you take advantage of 
local opportunities as they arise. 

Our entire international structure 
is based upon a commitment to serve 


the international needs of our clientele. 





In conjunction with permanently 
available lines of communication within 
this structure, this commitment to ser- 
vice provides our clients with optimum 
exposure to international opportunities. 

Banque Indosuez. A world of 
opportunities. 





BANQUE INDOSUEZ 


The opportunity minded bank. 


Banque Indosuez head office: 96 boulevard Haussmann. 75008 Paris France. 


In Singapore, 
stay with friends. 


If you're travelling to Singapore, stay with your friends at 
Holiday Inn. 

At the hub of Singapore's entertainment and shopping 
district, and only a 40-minute drive from the international 
airport, we're just where you want us to be. 

With 600 luxurious guest rooms, each with all the modern 
facilities you would expect from a first-class Asian hotel, we'll 
make you really comfortable. 

And with Western and Asian restaurants, lively bars, a 
rooftop swimming pool, a comprehensive meetings complex and 
a full range of guest services, we'll make your stay in Singapore 
a delightful experience you won't forget. 

We'll make you smile in everything we do — in Singapore. 
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Well makes" 


25 Scotts Road, Republic of Singapore 0922. 

Tel: 7377966. Telex: RS 21818. 

Holidex No: SINSN-15789B. Cable: HOLIDAYINN. 
For further information and reservations, contact 
your nearest Holiday Inn or Holiday Inn International 
sales office. 
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If You Want to 
Learn More 
About Reaching 
Asia's Frequent 
Business 
Travellers 
We'd Like to 
Give You the 
Plane Facts! 













When it comes to reaching the 
heavy frequent travellers, the 
Far Eastern Economic Review 
soars above all the rest. 







At present most of the world's 
leading airlines that have 
routes in Asia use the Far East- 
ern Economic Review regular- 
ly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication їп Asia today. And 
does it more cost-efficiently. 



















If you'd like to know more 
about our frequent business 
travellers, write on company 
letter-head and we'll be glad 
to send you a copy of the 
6 City Media Phase from 
the INTRAMAR STUDY indepen- 
dently conducted by Interna- 
tional Research Associates. 










Address your inquiries to: 


Mr C. H. Stolbach, 

Far Eastern Economic Review, 
GPO Box 160, 

Hongkong. 
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THE RIGHT ENGINE AT THE RIGHT TIME 


TION HISTORY 
BY MAKING SENSE. 


The advanced technology CFM56 engine is now in service on the new generation DC-8's. 
It is in production for the KC-135. And has been selected to power Boeing s new 737-300. 
Here's why. 

DC-8's re-engined with the CFM56 will fly 2596 further than the original DC-8 60 Series, 
use up to 2096 less fuel, and are the quietest long-range, four-engined transports in the world. 

With CFM56 power, the U.S. and French Air Force tankers will have 60% more takeoff 
thrust, increasing fuel offload up to 150%. 

And when it enters service in 1984 on the 737-300, the CFM56 will give airlines in short haul 
markets the benefits of low fuel consumption, excellent maintainability, and the low cost per seat 
mile provided by modern technology. 

Across the board, for these three and future applications, the CFM56 is the perfect match. 
Because, in times like these, it's making sense —economically. 


cfm О) international 


A JOINT COMPANY OF SNECMA., FRANCE AND GENERAL ELECTRIC COMPANY, U.S.A. 





^l phone the States 
and get the ball 
e y. rolling...fast? 


Fast action is what it takes when it 
comes to getting American sports 
equipment. Because my customers 
want it as fast as | can get it. That's 
why | do business by telephone. It's 
thefastest way. And with the personal 
contact, | can negotiate and make 
the best possible deal. 

Buying or selling, you'll do it better 
by phone, the way Americans like to 
do business. To determine the time 
inthe U.S. from the countries listed 
below, subtract the number of hours 
shown from your local time. 

Now...get the ball rolling by 
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"уе put you on Sabena" 


It's the easy way to 34 key cities in Europe 


As experienced travellers know well, Brussels 
is ideally situated for easy connections 
throughout Europe. It's also one of the world's 
most compact, least stressful major airports. 
There's even a special transit lounge for first 
class passengers. And since Sabena, unlike 
most other airlines, still offers first class on 
European as well as intercontinental flights 
you can enjoy the superior service and com- $ 
fort of flying first class with Sabena all the way 
to a choice of 34 European and 5 North 
American cities. 

Sabena flies to 76 destinations on 4 conti- 
nents. 

Your travel agent or 
nearest Sabena office 
has all the details. belgian world airlines 






IMPACT-FCB Belgium SMM/019 


“In Sydney, they say 
it’s the most exciting thing to 





happen since the 
Opera House.” 








RSD0151 


In the heart of Sydney, overlooking 
the Opera House and the Harbour 
Bridge, a new landmark is being 
created. 

It's a hotel. Anda rather special one. 
The bedrooms are the most spacious 
in downtown Sydney. Most of them 
have harbour views, and their bath- 
rooms surround you with marble. 
Of the many restaurants that adorn 
it, you may choose anything from 
nouvelle cuisine and the freshest 
Australian seafood to the best 
hamburgers in town. 

When this hotel opens, it will boast 
an outdoor pool perched above the 
harbour. 

Its meeting and conference facilities 
will include Sydney's finest ball- 
room. 

And the services offered to guests 
will rival the world's greatest hotels. 
It will be the first of its kind in 
Sydney. A hotel for perfectionists. 
A Regent. 

From late 1982. 


the 


А REGENT ® INTERNATIONAL HOTEL 


HONG KONG. BANGKOK KUALA LUMPUR 


MANILA. COLOMBO. ЕІ SYDNEY 
MELBOURNE. MAUL ALBUQUERQUE. NEW YORK 
CHICAGO. PUERTO RICO. MONTREAL 


SYDNEY 238-0000, TELEX 73023; AUCKLAND 33-396; AUSTRALIA-WIDE TOLL FREE 008-222-008; HONG KONG 3-663361; SINGAPORE 7373555; TOKYO 03-2114541; 
FRANKFURT TOLL FREE 282906; LONDON 01-730-8687; U.S.A. TOLL FREE 800-545-4000 OR CONTACT ANY REGENT INTERNATIONAL HOTEL. 





p Т Governor of Hongkong, Sir Edward 
k Youde, has promised that in its search 
. fora solution to the problem of Hong- 
| A kong's future, London would “take the 
H4 views and wishes of the people of Hong- 
| kong fully into account." But how, one 
4 may ask, does London know the wishes of 
| the people of Hongkong? Youde added 
- that he shared British Prime Minister 
— Margaret Thatcher’s:confidence that such 
| à solution, acceptable to both Britain and 


China, would be welcomed by the people 
of Hongkong. Once again, how would he 
know? 


— Despite the freedoms of speech and of 
the press in Hongkong, there exists no 
mechanism to enable the authorities to 
consult the people about such important 

|. matters or to give them any voice in their 

| future, which is being decided elsewhere. 
The various bodies which masquerade as 

_ public forums are either unrepresentative 
or confined to dealing with low-level, 
strictly local matters. The membership of 

_ both the executive and legislative councils 
is limited to officials and to local per- 

| sonilities appointed by the governor. Al- 

- though the latter — known as unofficials 

` — have been gradually selected from a 
| wider spectrum of society over the past de- 
| cade, there is little evidence that in either 
_ their public or private discussions they 
$ _ know or can represent the wishes of the 
.. majority. 

_ On paper, the responsibilities of the 
Re partly elected Urban Council are confined 
| fo such matters as sports, cultural 
| facilities, refuse collection and the admin- 
| istration of slaughterhouses, though those 

elected members representing the small 

] E groups which in Hongkong pass 

-. for political parties do not hesitate to pon- 

tificate on wider matters. The latest ex- 

_ periment in limited democracy, the partly 

- elected district boards, are also confined 

to advising their masters on such local 

- matters as the environment and traffic 

_ problems, and the government has re- 

cently demonstrated its contempt for their 

advice by imposing massive increases in 

- faxes on road-users without pausing to 

consult the new bodies. It is hardly sur- 

___ prising that only a tiny proportion of those 

$ eligible to vote in the elections for such 

- bodies bother to go to the polling booths 

and that the government has not thought it 

. necessary to consult them on the matter of 

_ Hongkong’s future. 

For the rest, the Hongkong Govern- 

ment scans the editorial pages of local 

. newspapers; reads the reports of their 

Ё mandarins-in-the-street, the city district 














` Officers (who are presumably as adept as 
_ any civil servant in telling their superiors 
| what they think their superiors want to 
| hear), and dispatches its agents to lounge 
about tea-houses and other places where 
the public foregather to listen in to conver- 
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sations and report to the powers-that-be 
on the “mood” of the people. 

Conscious of Hongkong's disreputable 
origin as a prize of Britain's Opium Wars 
and of their lack of any say in their future, 
the people of Hongkong are uni- 
quely preoccupied with the business of liv- 
ing for today. Few get involved in the 
larger issues of the society in which they 
live. Those public forums which do exist, 
such as the pages of letters to the editors of 
local newspapers and phone-in program- 
mes on local radio stations, are mostly de- 
voted to trivia. . 

Some of its apologists have argued that 
Hongkong's bureaucracy is one of the 
most responsive in the world. Certainly, 
under different circumstances, Youde's 
outline of the government's plans, deliver- 
ed in his first major speech to the Legisla- 
tive Council recently, could have been a 
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platform for a political party seeking au- 
tonomous rule. The government's aims 
were: 

» To be responsive to the public will. 

» To leave the industrial, commercial 
and financial sectors free and unfettered 
to compete in domestic and world markets 
— regulations would be required only to 
ensure the orderly conduct of business, 
fair treatment of the workforce and the 
good name of Hongkong. 

» To provide the infrastructure and en- 
vironment in which modern techniques 
and good industrial relations can flourish 
and initiative and hard work bring their re- 
wards. 

» To be a government concerned with 
the welfare of the people which will, with 
whatever resources are available, provide 
housing, social welfare, health, education 
and recreation. 

> To respect the rights of the indi- 
vidual and to maintain law and order. 

‚> To use as efficiently as possible the 
manpower and money entrusted to the 
government. 

Such long-term objectives are admira- 
ble. But underlying them is the basic as- 
sumption that a regime which shares them 
will continue to rule Hongkong in order 
that they should be achieved. To that basic 
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question, Youde can answer only that he 
is confident that the stances of London 
and Peking can be reconciled and a solu- 
tion reached acceptable to the people of 
Hongkong who, as far as their views can 
be ascertained in public opinion polls, 
would prefer something very much like 
the status quo to continue. —— 

How were such aspirations transmitted 
to London? Youde cited the group which 
he led there in carly September as “the 
most important stage in the consultation 
process so far." The party was made up of 
appointed members of the executive and 
legislative councils. They consisted of a 
local knight, Sir Sze-yuen Chung, a promi- 
nent industrialist; Lydia Dunn, a senior 
executive of a local hong; Li Fook-wo, a 
banker; Rogerio Lobo, a businessman; 
and Chan Kam-chuen, another executive. 

Apart from Chan, who is employed by 
Cable and Wireless and involved with the 
firm's staff association, the other four hold 
between them directorships of 40 com- 
panies. None could claim to be in close 
touch with Hongkong's grassroots (and 
some can even be heard privately lament- 
ing the impact of the rapid rise in wages on 
Hongkong's competitiveness). The Hong- 
kong public, of course, has not been 
vouchsafed any information as. to the 
guidance this group gave Thatcher on its 
behalf. Nor is the Hongkong public being 
told what her advisers from the Foreign 
Office, other Whitehall ministries and 
from Westminster urged her to say on be- 
half of Hongkong when she came face to 
face with the Chinese leaders. 

All that can be said with any certainty is 
that Thatcher largely ignored whatever 
advice she was given, for it is difficult to 
imagine that anyone with pretensions to 
expertise on China or any member of 
Youde's team would have urged her to 
rest her case on the legality of the three 
I9th-century treaties Britain imposed on 
China in order to obtain a haven for its 
merchant opium clippers. As one Hong- 
kong commentator aptly put it: “Mrs 
Thatcher, a lawyer by profession, should 
have known that even if the treaties were 
‘legal’ and ‘valid,’ they are only as legal 
and valid as cheques that victims of rob- 
bery are forced to sign." 


A Thatcher apparently made up her own 
mind, it might seem that the unrepre- 
sentativeness of the Hongkong delegation 
was irrelevant. But in fact, more and more 
local-born Chinese of the middle class are 
saying — mostly in private — that they 
would like to see an end to colonial rule. 
They want in some sense to identify with 
the Chinese motherland without — more 
importantly — being forced to live under 
Peking's jurisdiction. And it is this 
younger middle class — those who man- 
age much of Hongkong's economic and 
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administrative machinery — whose confi- 
dence must be sustained. It is unlikely that 
the group from Hongkong communicated 
such feelings to Thatcher, even if its mem- 
bers had been aware of them. 

If Hongkong has good cause to question 
the quality of the representation made on 
its behalf in London, it has even greater 
grounds to lament the way in which Pe- 
king wentabout taking the soundings. The 
communist giant did not consult any re- 
presentatives of Hongkong's working pro- 
letariat. It did ask for the views of Hong- 
kong's leftwing circles, but also sum- 
moned to Peking a selection of rich en- 
trepreneurs. It is unlikely that any of the 
leftists who approached the Dragon 
Throne in Peking would have dared to in- 
timate that both China and Hongkong 
might benefit from continued British ad- 
ministration of the community. 

Some of the rich men may also have tem- 
pered their advice partly from a natural 
fear, partly because one or two of them 
may have entertained hopes of playing à 
prominent role in any future Hongkong 
set-up. 

Whatever was said, it is equally evident 
that Peking also ignored much of the ad- 
vice that was given to it. Since the depar- 
ture of Thatcher, who claimed that "to 
maintain confidence you must maintain 
confidentiality," Peking has been violat- 
ing the understanding that the negotia- 
tions would be conducted in secret. Un- 
named officials in Peking and leftwing cir- 
cles in Hongkong have been continually 
expounding China's broader objectives of 
establishing its sovereignty. One is re- 
ported to have said that it is difficult to en- 
visage a British administration after 1997 
(a statement which constitutes a de facto 
recognition of the 99-year lease of the 
New Territories). Another has said that 
Hongkong should be governed by a local 
Chinese (who would at best be inhibited 
by divided loyalties). Another was quoted 
as saying that some, but not all, freedoms 
would continue (but which — of travel? 
Of speech? Of the press?). Whether such 
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voices are in fact stating Peking's un- 
equivocal policies or merely its initial bar- 
gaining positions, they reflect the insen- 
sitivity of the Chinese leadership not only 
to the delicate matter of confidence in a 
community which needs continuing in- 
vestment and reinvestment but to the 
wishes of the people of Hongkong. 


Te disjointed and often contradic- 
tory scenarios being leaked by Peking 
have naturally created anxieties which 
benefit no one. It is positively stupid to 
suggest that Hongkong will become a spe- 
cial economic and administrative zone 
without specifying how the present Hong- 
kong currency or the free foreign-ex- 
change market could be sustained. Or 
how the British could play any part in ап 
administration without a British legal sys- 
tem. 

If Peking is claiming sovereignty over 
Hongkong in the same sense as it claims 
sovereignty over Taiwan, then let it spell 
its views out, young industrialists and 
traders argue. It would be a start if Peking 
made a formal offer to Hongkong of terms 
similar to those extended to Taiwan a year 
ago, however unviable and unacceptable 
this would be. Or for Peking to declare 
formally that communism would not be 
forced on the people of Hongkong (this 
line was first expounded in a Peking 
magazine, Ban Yue Tan, in September 
1981, but has since evolved into the “one 
country, two systems” thought attributed 
to Chinese leaders Hu Yaobang and Zhao 
Ziyang). 

After the first few days of panic on the 
Hongkong stockmarket, a more alarming 
deep sense of depression has settled over a 
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community whose fate is being decided by 
negotiations between two powers, both of 
which claim responsibility for its peoples’ 
welfare and both of which betray a lack of 
understanding of what its people really 
want. If the negotiations continue as badly 
as they have started, the people of Hong- 
kong may begin to feel rather like the 
people of Poland today. Their wishes are 
being ignored and they are deprived of 
any means of giving expression to those 
wishes short of taking to the streets. If 
such a sense of desperation does bring 
about an anarchic mood of “a plague on 
both your houses” then the greatest danger 
is that China — like the Soviet Union 
faced with chaos in Poland — may con- 
vince itself that it has a duty to intervene, 

The Polish analogy may seem far- 
fetched and not completely relevant, ex- 
cept that it illustrates what can happen 
when people feel that their government 
does not represent their wishes and that a 
giant neighbour may impose a hated sys- 
tem on them. Now that the comfortable 
symbiosis which allowed Hongkong to 
survive and prosper — the combination 
of Anglo-Saxon and Confucian hypocrisy 
— has been (as was inevitable) ruptured, 
the danger is that the fate of the 
people of. Hongkong will become a mat- 
ter of "face" between London and Pe- 
king. If the people themselves cannot 
make their wishes known — and thus 
force the two powers to regard those 
wishes as the major factor in their negotia- 
tions — they must pray that both sides re- 
member that, in matters of face, it is as іт 
portant to conduct oneself so that the 
other party does not lose face as it is to 
preserve one's own. fr] 


GUIDED INDEPENDENT STUDY PROGRAM 


Bachelor Master Doctorate 


Business Administration * Engineering 
Public Administration * Education 
Earn a bachelor, master or doctoral degree. Use your 
past experience as credit toward your degree. These 
specialized degree programs are designed for active 
professional administrators and managers who want 


to enhance their career through our GUIDED INDE- 
PENDENT STUDY PROGRAMS (GISP). College 
credit for work experience. Studies build upon ex- 
perience related to your career. Studies are self- 
paced, open time schedule, no classes, seminars or 
residency. Distinguished faculty advisors. 

Act now to advance your career. 


\_Jniversity 


* SEND RESUME FOR 
NO COST EVALUATION 





9100 Wilshire Blvd. Dept. 27, Beverly Hills, Ca. USA 90212 213-278-1094 





IN 
НОМС КОМО 
THE MOST 
DEMANDING 
TRAVELLERS 
STAY WITH 
US. 








, 


` The Furama side of the 
-- harbour is right in the heart of 
_ the Central business district, 
Fs only steps away from 
E international banks and 
i corporations. 
^ — Theother side isn't. 
Qe 
i CONT, 
b we, 
Í 3 © т. 
G Y Y 
N 
Hors” ® 


. ETOTEL 


INTER: CONTINENTAL 
ON YOUR SIDE 


Hotel Furama Inter: Continental, 
o.1 Connaught Road Central, Hong Kong. 
For reservations call: Hong Kong 5-255111 
Telex: 73081 FURAM HX Bangkok 2515764 
Manila 89 4040 Singapore 2202476 











ттт” Th wey >: "м 


NEW ZEALAND 
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Reputation at risk 


Once among the world leaders in child health care, New 
Zealand is falling behind as infant mortality increases 


By Colin James 

Wellington: New Zealand's high reputa- 
tion for health care has been dented by 
two recent reports and an inquiry into the 
administration of a mental hospital. A re- 
port on child health chronicled a compara- 
tive loss of superiority over other coun- 
tries and another disclosed degrading 
practices at a state institution for dis- 
turbed homeless children. 

The child health report said: “То be a 
child conceived, born and reared in New 
Zealand confers great advantage." And in 
terms of infant mortality (that is, deaths of 
children up to a year), statistics for 1974- 
78 bear this out; in the Asian region only 
Japan and Australia had a better record. 
The New Zealand rate was 13.8 infant 
deaths for every 1,000 live births. Austra- 
lia recorded 12.5 in 1977 and Japan 10.8 in 
1974. According to the Board of Health 
committee which produced the report, 
only nine countries worldwide had a bet- 
ter record than New Zealand in infant 
mortality and 25 had a better record in 
deaths of children aged from one to four 
— pre-school in New Zealand terms. 

However, 45 years earlier, New Zea- 
land trailed only the Netherlands and Nor- 
way in infant deaths and led the world for 
children of European origin. The early 
lead was the result of dietary and child- 
care work, including the setting up of a 
community child-care organisation, hos- 
pitals and even factories to make specialist 
food, by Sir Frederick Truby King in the 
early years of this century. But other, 
mainly European countries, (though not 
the United States) have since passed New 
Zealand. 

"Among Swedish children," the report 
said, "the rate for infective and parasitic 
disease was eight times lower than in New 
Zealand. The incidence of respiratory dis- 
ease was seven times lower, motor acci- 
dents almost four times lower and [in] all 
other accidents Swedish children suffered 
at only half the rate of their counterparts 
in New Zealand. The difference: "The 
state in Sweden has completely assumed 
responsibility for child health services and 
there is integration of services." In New 
Zealand, state involvement is intense in 
the ante-natal stages and free, high-stand- 
ard hospital-based maternity services im- 
mediately post-birth — but after that "the 
care and health of the infant suddenly be- 
comes very much the responsibility of the 
parent," with fragmented services often 
difficult and confusing to use. 

Consequently, infant mortality in the 
first four weeks after birth, traditionally 
much higher than mortality after that 
period, has dropped to fractionally above 
the rate for the later period: In fact, mor- 
tality for infants over four weeks rose 








slightly during the 1970s — to more than 
twice the Swedish and Japanese rates. 
Apart from mortality, the committee ex- 
pressed concern about a wide range of as- 
pects of child health care. Notable con- 
cerns were with the prevention of acci- 
dents, two-parent care in a society where 
one-parent families have become com- 
mon, detection and early treatment of 


| handicaps (including remediable hearing 


defects), psychiatric care and alcohol and 
tobacco abuse by mothers-to-be. 

Among criticisms, some severe, of gov- 
ernment policy and support for child 
health, the committee said "successive 
governments have continued to accord a 


Maori schoolboy: at greater risk 





low priority to the training of social work- 
ers," with the result that statutory social 
work tasks were being carried out by un- 
trained workers, a state of affairs that 
"borders on the irresponsible." It also 
condemned the failure to provide enough 
child psychiatrists, and the failure to take 
an active role to alert children and parents 
to health and accident dangers. 


Me: broadly, it argued for regular, 
state-provided examinations of child- 
ren atsix weeks, six months, ninemonths and 
three years to pick up defects that might 
not otherwise be brought by unsuspecting 
parents to “illness-oriented” doctors. “At 
present development care by general 
practitioners is not reaching all of the child- 
ren all of the time," the report said. "In 
1980, at nine months of age, doctors re- 
ported that only-one in four children were 
reported as medically examined under a 
doctor's supervision." Most doctors pro- 
vide health care based on the needs of 
those who seek help. 

In this an "inverse care law" applied: 
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areas with parents less likely to seek help, 
partly for socio-economic reasons, tend to 
have less health care available. Maoris are 
disproportionately represented among 
lower socio-economic groups, and Maori 
infant mortality rates are worse than those 
for non-Maori. The gap between the two 
has, however, substantially narrowed 
from three times higher in the 1930s to 
50% higher in the 1970s. The report came 
at an uncomfortable time for a govern- 
ment that is short of money and trying to 
reduce, not increase, health spending in 
the face of rocketing costs chasing high 
technology hospital treatment. The im- 
mediate response was unpromising, but 
the general thrust of the report fits a de- 
veloping government policy aimed at 
shifting the balance of health care more 
. towards low-technology, community and 
preventive approaches, 

The report also came hard on the heels 
of an embarrassing Human Rights Com- 
mission report damning administrative 
practices at state child welfare homes. The 
commission said some practices at 
Owairaka Boys' Home, the Bollard Girls' 
Home and other homes may have violated 
United Nations covenants to which New 
Zealand is a signatory. Among examples 
of "cruel, inhuman or degrading treat- 
ment or punishment" the commission 
cited: ' 

» Boxing matches for absconders ar- 
ranged so the absconder would be beaten. 

» Punishment of absconders with ex- 
cessive and rigorous exercising, strappings 
and beatings. 

» Punitive long-term use of a security 
block. 

» Lack of respect for dignity, including 
forced internal examinations of girls for 
venereal disease. 

The commission also expressed concern 
at a failure to recognise and allow for dif- 
fering cultural and ethnic backgrounds; for 
instance, at one home staff talked to 
Maoris and Polynesians in pidgin English. 
It was also concerned at a lack of educa- 
tion facilities. Minister of Social Welfare 
Venn Young greeted the report with a 
claim that a “satisfactory quality of care” 
was now being provided and the commis- 
sion itself acknowledged that since its in- 
vestigation many, if not all, the practices 
complained of had been eradicated. But 
Young nonetheless moved swiftly to ap- 
point Archbishop Allan Johnston to make 
sure that the homes were up to standard. 

A third report yet to come may add still 
more to the government's discomfort. A 
two-month-old committee of inquiry is in- 
vestigating the death of a mental patient, 
Michael Watene, after electro-convulsive 
therapy (ECT). Witnesses at the inquiry 
have described beatings and other physi- 
cal maltreatment of inmates by staff, ex- 
cessive doses of sedative drugs, and the 
administration of ECT without muscle re- 
laxants or anaesthetics. Other witnesses 
said Oakley Hospital in Auckland, at 
which the irregularities were said to have 
occurred, was badly understaffed, with 
nursing staff 27 below the 130 recom- 
mended by the Health Department — and 
62 staff members were untrained. 
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here were sad RIP toasts among eld- | ton, Fuzhou-Fujian (including the coast- 
erly foreign correspondents around | al area), Shandong (including Peking | 
the world recently when Jimmy Wei | and the north), Sichuan and Hunan. 
(Chinese name Ching-meng), national The four admirable hors d'oeuvres — 
policy adviser to Taiwan's President | drunken chicken, pig's kidney, mutton, 
Chiang Ching-kuo, passed to his reward | and tiny clams — were plucked by our 
on the eve of his 75th birthday in | nine pairs of chopsticks, and the delicate 
Taiwan. Shandong fish with wine was followed by | 
Born in Zhejiang province, he had | Sichuan hot-peppered chicken, the | 
served as a newsman with Chiang Kai- | magnificent Hunan beancurd. (frozen. 
shek's forces in Chongqing in the war | for eight hours, cooked for 12), dazzling | 
against Japan, and in Taiwan after 1949 | jewel-like Hubei meatballs, roast Can- 
became director-general of the Govern- | tonese suckling-pig (of which, of course, 
ment Information Office and president | only the skin was eaten), Langzhou 
of the Central News Agency before | steamed dumplings, Fuzhou 
being appointed adviser to the second | and lotus-root sweet. ^ DNE 
President Chiang. “We could have had Sichuan smoke 
I met Jimmy when I first went to | duck," Master Wei, ever the unsatisfied | 
Taiwan to cover the Quemoy incident | perfectionist, admitted. “Or Hunan 
and — like all other foreign-devil news- | sweet-and-sour carp. Or Peking duck. 
men — was indebted to him for his un- | Or monkey-head, which, as you will 
failing aid and advice. 1 always address- | know, is a special kind of mushroom, 
ed him as "The Master." tastier, I believe, than the 
He knew how to handle French truffle.” 
newsmen to mutual ad- An elderly general, who 
vantage. In Chongqing he had escaped from Peking, 
had helped to found the hailed Master Wei's refer- 
first Foreign Correspon- ence to Hunan sweet-and- 
dents Club in the Far East sour carp and, amid gen- 
and helped to transfer it to eral applause, saluted our 
Shanghai until the commie host for his insistence that 
takeover pushed it down Hunan cooking should not 
to Hongkong. be merged with the Pe- 
The Master's hospitality king-Shandong school. 1 
was embarrassingly gener- ventured to promulgate 
ous. He was a great gour- my own personal prefer- 
met and taught me how to ence for light, dry Western 
appreciate the subtlety of wine with Chinese food 
Chinese food, though I rather than the warm Chi- 
had eaten and drunk (and nese wine we were sipping. 
sometimes worked) in Noting exchanged 
Shanghai in 1940. He once glances of disapproval, 
confided to me that his Master Wei recalled that 
secret aspiration was to Confucius had argued that 
write a book on Chinese food and cook- | “ће meat a man ate should not be 
ing. It was a tragedy that he was not able | enough to make his breath smell of meat 
to produce that masterpiece. And 1 am | rather than rice, but he imposed no 
sure he would prefer that I recalled in | limit on wine consumption so long as the 
this obituary some of his gourmet obser- | diner did not become disorderly." We 
vations instead of brooding over his | drank to Confucius. 
death — he was one year my junior. In the absence of Chinese ladies at the 
“The art of Chinese cooking." he told | table, I then romantically suggested that 
me at one of his first hosted banquets, "is. | Western wine with Chinese food was 
to make the meat taste like vegetables | “the second best way in which West 
and the vegetables taste like meat, with- | meets East.” Jimmy, with adroit com- 
out either the meat or the vegetables los- | promise, diverted minority dissent on 
ing their original texture.” He had in- | wine to majority acceptance of, and then 
vited seven other guests — all Han, ma- | unanimous agreement with, a non- 
ture and discerning diners of unbounded | segregation toast to “the best way in 
stomach — but, to his chagrin, had been | which West meets East.” 
able to organise only four master cooks, The four master cooks were paraded 
at two days’ notice. to prepare his nine | and, bowing, joined in a common toast. 
courses. He made it clear that he | The pretty waitresses were summoned 
adhered to the Erasmus table roll-call: | and, bowing, accepted another toast. “I 
no more than nine diners. The banquet | must apologise,” our host told us, 
was prepared to support his thesis that | characteristically and conventionally, 
there are five major schools of regional | “for a most indifferent meal.” 
Chinese cooking — not four, as some RIP, Jimmy — I mean, dear Master 
heretics argue. He listed them as Can- | Wei. 





































































REFUGEES 


Frustration builds up 


Thai patience is being strained as third countries drag 
their feet over the resettlement of Indochinese refugees 


By John McBeth 

Bangkok: Thailand is on the warpath 
again over the drawn-out refugee question 
following a sharp decrease in the level of 
resettlement. With only 10 weeks to go, 
there are indications that no more than 
40,000 Indochinese — most of them Cam- 
bodians — will be moved out of Thailand 
in the 1982 calendar year, compared with 
more than 100,000 last year. 

The crunch came early last month when 
figures which landed on the desk of the 
National Security Council secretary-gen- 
eral Prasong Soonsiri showed that only 
1,840 refugees had left in August, down 
from a barely acceptable 2,282 the previ- 
ous month and a long way short of the 
8,000 monthly average recorded last year. 
To the Thais, this was another indication 
of lagging interest abroad in the refugee 
problem. 

While departures are now keeping com- 
fortably ahead of new arrivals, only 26,491 


Hard times 
аге coming 


A Thai decision to restrict 
refugee arrivals seems 
to be working as a deterrent 








Bangkok: Thailand's so-called humane 
deterrence policy appears to be working, 
even if Western refugee officials some- 
times wonder how humane the deterrent 
really is. With the number of highland 
and lowland Lao crossing into Thailand 
now down to fewer than 500 a month and 
only 5,100 Vietnamese boat people land- 
ing on Thai shores in the first nine 
months, new arrivals from the two In- 
dochina countries may not even reach 
15,000 this year. 

Last year, the refugee flow from Laos 
averaged 1,500 а month, a sharp drop 
from the 5,000 recorded in 1980 and due 
in no small part to the Thai decision on 
January 1 last year to bar third-country 
resettlement to newcomers. The number 
of boat people during the same 12- 
month period was 18,400, most of them 
arriving before mid-August when a simi- 
lar resettlement restriction was placed 
on Vietnamese. 

The Lao humane deterrence camp in 
northeastern Nakhon Phanom province 
now holds about 12,000 refugees, most 
of them lowlanders from population 
centres on the Vientiane Plain who have 
crossed the Mekong River into Thai- 


refugees had been moved out of Thailand 
by the end of last month, far behind last 
yéar, which saw a total of 102,561 In- 
dochinese resettled, mostly in the United 
States (82,782), France (8,700), Australia 
(4,461) and Canada (3.400). Prasong, who 
is not noted for mincing words, sum- 
moned ambassadors from Japan and nine 
Western countries to a meeting on Sep- 
tember 17. 





He warned them that unless the situa- 
tion improved, an undetermined number 
of refugees with little or no chance of re- 
settlement would be moved out of the 
Phanat Nikhom holding centre, southeast 
of Bangkok, and sent back to the border. 
The security chief said there were signs 
that various governments were reneging 
on their commitments, singling out the US 
for special mention. 

It was clear why. Contradictions in 
American refugee policy have produced a 
bottleneck, slowing down the number of 
US-bound refugees for the January 1-Sep- 
tember 30 period to only 13,882, com- 
pared with 71,056 for the first nine months 
of last year. 

Perhaps understandably, American of- 
ficials prefer to use a 26,000 figure cal- 
culated on the financial year ending 
on September 30. Even this, however, 








Processing refugees at Khao-i-Dang: slowing down 


land's Nong Khai area since the January 
1981 deadline and who are now living in 
limbo. Officials point out, however, that 
there are probably thousands of Lao 
who have illegally settled in the north- 
eastern provinces after slipping un- 
noticed across the Mekong. 

Although a special camp was also 
planned for hilltribe arrivals, it has not 
been opened and most newcomers are 
moved into Ban Vinai (pop: 33,000), 
Nam Yao (pop: 8-9,000) and Chiang 
Khong (pop: 5,000) camps, depending 
on where they cross the rugged northern 
border. In the majority of cases they are 
not anxious to be resettled in third coun- 
tries. Their presence brings the number | 
of people from Lao ethnic minorities in 
Thailand to 54,800, compared with 
26,400 lowlanders. 

Vietnamese boat people now invari- 
ably end up at Si Kiew detention centre 
near the Central Plains city of Nakhon 
Ratchasima where 7,000 are being held 
until such time as the Thai Government 
allows them to be considered for reset- 








tlement. The second largest Vietnamese 
concentration is at the so-called NW82 
camp on the Thai-Cambodian border, 
an exposed and extremely spartan 
barbed-wire enclosure which houses 
about 1,900 so-called land people — re- 
fugees who have made their way across 
Cambodia. Another 700 Vietnamese are 
confined at the Phanat Nikhom holding 
centre southeast of Bangkok, some of 
them Vietnamese army deserters who 
fled to Thailand from their Cambodia- 
based units. 

Thai officials have given no indication 
how long they will maintain the ban on 
moving Vietnamese and Lao eligible for 
resettlement, but obviously, if humane 
deterrence is to be successful, prospec- 
tive refugees have to get the message 
that they must be prepared for hard 
times over a protracted period. Paradox- 
ically, the negative publicity over NW82 
in particular, which has so far led to the 
temporary expulsion of опе Western 
journalist (REVIEW, July 23), has served 
that purpose. — JOHN McRETH 
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hais неву pre- 
pared for a significant reduction in the 
flow, particularly in view of their decision 
last year to block the resettlement of Viet- 
namese and Lao refugees as a means of 
humane deterrence, they were not ready 
for the dislocation that occurred in the 
Cambodian pipeline. Most US officials 
apparently were. 

This is not a new problem. It arose in 
April last year when the US Immigration 
and Naturalisation Service (INS) began 
rejecting a sizable proportion of the 
31,000 Cambodian refugees moved from 
the Khao-i-Dang camp on the eastern bor- 
der for pre-settlement processing. As far 
as INS officers were concerned, those 
being deferred did not meet the criteria of 
refugees under the 1980. Refugee Act in 
that they did not face political repression 
before leaving and could not claim well- 
p fears of persecution if they went 
back. 


he then US ambassador, Morton 

Abramowitz, and the chief refugee 
coordinator, Lionel Rosenblatt, objected 
strongly to this interpretation and a com- 
promise was eventually worked out be- 
tween the then secretary of state, Alexan- 
der Haig, and Attorney-General William 
Smith, under which anyone leaving In- 
dochina was to be considered a refugee 
(REVIEW, July 17, '81). The agreement 
was scrapped in February when new INS 
guidelines again underscored the defini- 
tion of a refugee stipulated in the 1980 
legislation. 

The effects of the new guidelines were 
not felt until May, soon after Washington 
— largely as a result of Thai pressure — 
gave the go-ahead for the processing of 
Cambodian refugees to be resumed. Instruc- 
tions from the State Department outlined 
the criteria for initial acceptance, which es- 
sentially centred on those who had close 
relatives in the US, and those, who could 
show they had either worked for the US 
Government or had been closely as- 
sociated with the previous|administration. 

About 23,000 refugees were sub- 
sequently moved from the Khao-i-Dang 
and Sa Kaeo camps to the Kamput holding 
centre, an hour's drive north of the south- 
eastern province capital of Chanthaburi, 
for the final two steps of the process — 
case-by-case interviews, and an examina- 
tion by the INS to determine whether the 
aspiring immigrants fitted the refugee de- 
finition and whether there was any other 
characteristic that would bar them. 

The movement of the refugees to Kam- 
put was welcomed by the Thais and raised 
Bangkok's. expectations that roughly a 
third of the Cambodian refugee popula- 
tion would move to the US, leaving be- 
hind a manageable number of people, 
who would either be taken by other coun- 
tries, or who would accept voluntary re- 
patriation. One refugee official said: "The 
Thais simply assumed that all 23,000 
would go." 

It took them three or four months to 
realise that was not happening, that al- 
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the cause of a bottleneck 


By Ted Morello 


| New York: Disagreement over competing 


igibility lists. is causing a bottleneck in 


>the United. Nations-sponsored prey 
` Departures Programme (ODP) of appli- 


cants seeking to leave Vietnam for other - 
countries. А report that emerged from 
Geneva meetings involving 


representatives of the Hanoi government, 


"host countries and the office of the UN. 
5 (Mic Commissioner: 


for. Refugees 
ceded thatthe parties “are 
ied" with Hie rate. of 


Thailand on October 27 for a long-plan- | He 


ned visit. Itis thought Smith will want the 
problem resolved before he arrives in 
Bangkok, but that may be asking too 


much given the amount of red tape that 


afflicts refugee acceptance procedures. 


| Once again, a temporary patch may have 
to suffice if Thai impatience is not to reach 


breaking point. a 
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ast year, the DC-131 became Mita s best 
as well as becoming one of the world s best-selling 
This year, Mita raises the curtain on a new star 
performer, the ОС-121 With it, Mita virtually creates a 
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The Bia Office Automation Boom 


ta time when the world economy is in the worst shape 
A since the Great Depression of the 1930's and all 
economic indicators are moving down, there is one 
area that stands out for its phenomenal growth — the office 
automation equipment industry. The contrast between in- 
dustries in general and the booming office automation 
equipment industry becomes all the more striking as com- 
panies step up office automation for higher efficiency in an 
attempt to cope with deteriorating business. 

Japan is in the midst of an office automation boom in the 
true sense of the word. Office automation is simply called 
OA in this country and headlines in business newspapers 
and magazines are full of OA nowadays: seminars and 
shows take place in large numbers in Tokyo and smaller 
cities throughout the nation. 

Japan’s domestic OA equipment market at presentis esti- 
mated at ¥1 trillion a year (US$3.78 billion) and is expected 
to top ¥3 trillion easily in five years. The market is expand- 
ing at an annual rate of 30%. This figure, moreover, is only 
for five key items — office computers, personal computers, 
word processors, facsimile equipment and copying 
machines. If related equipment, such as telephones with 
compound functions and private branch exchanges, as well 
as supplies and services are included, the size of the market 
becomes far larger. Some experts predict that the market 
could zoom to a staggering #500 trillion 10 years from now. 

Such phenomenal growth of OA equipment would have 
been impossible without the spectacular advancement of 
electronics technology — especially microchips. Backed by 
Japan’s superb competitive edge in this area, Japanese- 
made OA equipment is expanding its export markets at a 
rapid pace. 

New products that are breakthroughs both in perfor- 
mance and price are being announced one after another 
and Japan now leads the world in such advanced products 
as optical fibre communications networks and voice-input 
word processors. Given its level of production technology, 
Japan may well turn into a dominant supplier of OA equip- 
ment for the world in the future. 

J. J. Servan-Schreiber, French journalist, politician and 
president of the World Microcomputer Council visited 
Japan earlier this year and showed strong interest in Nippon 
Electric’s voice recognition apparatus. He took it home. The 
council is said to be trying to develop an improved version of 
it. This is just one illustration of the high level of Japanese 
technology in this field. 

Products incorporating voice recognition technology are 
already commercially available in Japan. Sanyo Electric's 
Japanese-language word processor is one example. Voice- 
input personal computers will soon become practical, 
with Nippon Electric and Sanyo Electric working on their 
development. Another breakthrough in the input system is a 
word processor developed by Nippon Telegraph & Tele- 
phone Public Corp. that can read handwritten Japanese let- 
ters and Chinese characters. Word processors in general are 
rapidly becoming cheaper, attesting to the incredible speed 
of technological innovations in production. 

Another unique attempt is development of an automatic 
translating system. Experimental models have already been 
completed by Fujitsu, Toshiba and Hitachi. Although the 
system's ability to translate English into Japanese is said to 
be still at an elementary level, Japan's technology in this 
area is rated foremost in the world. As one Japanese expert 
puts it, the handicap of the Japanese language has helped 
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ironically to push up the technological level for voice and 
handwritten input and automatic translation because the 
problems that must be solved are more challenging than 
those concerned with Western languages. 

Japanese manufacturers are also confident that their 
technlogical lead over foreign competitors in facsimile 
equipment production will remain unchallenged in the 
foreseeable future. 

Japan's lead is not only in separate devices of OA: the 
country is also at the top of the world in technology for put- 
ting together different kinds of devices into a system for a 
more efficient operation. The system is called local network, 
and one of Japan's advantages in this field lies in its technol- 
оду for fibre optics communications network. Such leading 
makers as Hitachi, Nippon Electric, Fujitsu and Ricoh have 
already come up with practical products. 

Japan is expanding its share of the world's market of 
some of the OA equipment at breathtaking speed. Its share 
of the copying-machine market, for example, reaches an 
overwhelming 80%. An industry observer predicts that 
Japan will eventually monopolise the OA world market. 

Growth of exports has been particularly phenomenal for 
three items — copying machines, small printers and fac- 


TOP FIVE MANUFACTURERS IN 1981 


(Market share in %; ranking in 1980 in parentheses) 
Office Computers (In terms of total domestic unit output) 





1. Nippon Electric 14.0 1. Mitsubishi Electric 11.5, 
2. Mitsubishi Electric 13.0 2. Nippon Electric 9.5 
3. Toshiba 12.0 3. Toshiba 7.5 
4. Ricoh 8.0 4. Ricoh 5.5 
5. Casio 6.0 5. Casio 5.0 
Japanese-language word 
1. Fujitsu 21.0 1. Toshiba 48.0 
2. Toshiba 15.0 2.Sh 37.0 
3.5 130 (3. Oki Electric 10.0 
11.0 " Fujitsu 5.0 


Survey by Nihon Keizai Shimbun 


simile equipment, all enjoying an excellent competitive 
position in technology and price. 
It was during the 1970's that Japanese optical instrument 


- manufacturers such as Ricoh, Canon and Konishiroku 


Photo Industry, rushed into the copying-machine market. In 
what turned out to be a right decision, these Japanese firms 
chose to concentrate on development and marketing of 
slower-speed, small-type machines, an area left untouched 
by Xerox which was by far the dominant force in the indus- 
try at that time. The advantages of Japanese products were 
lower prices and maintenance-free quality. 

The strong position of Japanese manufacturers is mani- 
fest in the data compiled by Dataquest, a US research firm. 
Copying machines sold in 1981 totaled 460,000 units in the 
United States and 421,000 units in Europe. Of them, Ja- 
panese-made ones accounted for 64.7% of the former and 
62.6% of the latter. These figures, however, represent only 
products sold under the Japanese manufacturers’ own 
brand names. When sales under original equipment manu- 
facturer (OEM) arrangements were included, the percent- 
ages were larger by an estimated 15 points, respectively. 
(Under OEM arrangements, Minolta supplies to IBM and 
Sharp to Olivetti, for example.) 

Exports of dot printers for use in personal computers and 
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well it can reproduce halftones. And 
making perfect halftone copies is a 
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conventional copiers cannot copy 
halftones faithfully: their halftone 
copies are usually too white or too 
black 
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and consistency. One, the Minolta 
Micro-Toning System. accurately 
reproduces the tonal gradations of 
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uniform deposit of toner onto the 
copy paper A ‘softer’ image is thus 
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halftone copies 
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plain paper copiers. Because if you 
can copy a halftone perfectly. line 
and solid portion copying is a snap 

And that, folks, is why Minolta 
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toast of the town’! 


EP /1O/EP530R// EP530/ EP 320/ EP310 


d 


EP530R 


EP320 








MINOLTA CAMERA CO., LTD., Business Equipment Division 
30. 2-Chome, Azuchi-Mochi, Higashi-Ku, Osako 541, Japan 


See the full Minolta EP-series PPC lineup at these Minolta 
subsidiaries and distributors 
Taiwan: Aurora Corporation 8th Floor, No 148, Sung Chiang Road 
Taipei Phone 563-9971 
Hong Kong: Minolta Hong Kong Ltd. 67-71 Chatham Road South 
Jriental Centre, Kowloon Phone. 3-676051 
Singapore: Minolta Singapore (Pte) Ud 5th f Chiat Hong Bldg 
10, Middle Road, Singap re 0718 Phe 336* 
менек ا‎ Marketing Sendirian Berhad L 3. Jalan 223 
va. Selangor Phone 577476 
Thailand: Technical Supply Co. Ltd. 1808-1812 Kasemrat Road 
gtoey Bo nc JK )K 1011 0 Tr 110 3 
Philippines Floro Enterprises, Inc. 500 Car 
Manila Phone 48-28-91 
Indonesio: PT. Perdana Nirwana Abadi Co. 6 78, JI, Krekot Raya 
Jakarta Pusat Phone: 372609 
India: Methodex Systems Pvt. Ltd. 607-8 Meghdoo! 94 Nehru Place 
New Delhi-110019 Phone 682475, 682 ) 
m Allied Equipment Ltd. First Floor ( 
h aar Road, GPO. Box 680, Karochi- 1 Phone: 210146 
Bangladesh Brothers pipere Limited G PO. Box 767 


^O, Montijhe A. Dacca Phone: 232293 













0215 





fos Palanca Street, Quiapx 








n Chambers, 1. 1 








ип | 


Advertisement Supplement 


other devices are just as strong as those of copying 
machines. In this field, Japanese technology is considered to 
have surpassed a few years ago that of Centronics of the US, 
which used to dominate the market. In subsequent years, 
Japanese firms such as Epson (formerly Shinshu Seiki), Oki 
Electric, Tokyo Electric and Brother Industries have kept 
doubling their exports each year, and it is certain that the Ja- 
panese share of the world market surpassed 50% in the year 
De March 1982. Some even estimate the share at 70- 

Japan is also at the top of the world in production and 
sales of facsimile machines. Unlike the Western language al- 
phabet, which can easily be sent by telex, Japanese letters 
and Chinese characters cannot and the necessity for high 
performance facsimile has been felt all the more acutely in 
Japan. This has resulted in a high level of facsimile technol- 


оду. 

In terms of the number of facsimile machines installed 
throughout the world, the Japanese share is still low at 20% 
or so. However, so far as high- and medium-speed devices 
are concerned, US and European manufacturers have al- 
ready given up hope of catching up with Japan and many of 
them are simply turning to the import of Japanese products 
for sale in local markets. Fujitsu, Hitachi, Mitsubishi Electric, 
Toshiba and Minolta Camera are all supplying their pro- 
ducts to major companies, such as Burroughs, 3M, ITT, 
IBM, all of the US and Siemens AG of West Germany. 

According to a survey by the Communication Industries 
Association of Japan, facsimile exports in 1981 totaled ¥2.2 
billion — an increase of 47.496 over 1980. 

In the meantime, competition for a larger share of domes- 
tic OA equipmentis intensifying daily. With successive intro- 
duction of low-priced models, the ranking of major manu- 
facturers according to the market share is undergoing signifi- 
cant change. 

For Japanese language word processors, Toshiba Corp., 
which was the first to announce the equipment back in 
1978, stayed at the top in terms of volume of output until 





Word Processors 


typical example of an astonishing reduction in price 
A and a corresponding rise in performance of office 

automation equipment in the past several years is the 
Japanese-language word processor, which is attracting the 
keenest attention at present. 

It was as recent as 1978 that the first Japanese-language 
word processor was put on the market. When Model JW- 
10, manufactured by Toshiba Corp., made its debut in the 
autumn of that year, it was greeted as the final realisation of 
a long-time dream — a machine capable of processing the 
Japanese language having a couple of thousand Chinese 
characters (kanji) in common use plus some 50 alphabet- 
like letters (kana). But Model JW-10 was fairly expensive — 
X 6.6 million (US$25,000) — when announced. That price 
was about equal that of a medium-class office computer, 
and it was no wonder that the model was not widely and in- 
stantly accepted. 

This year, only four years later, two makers came up with 
models selling for less than ¥1 million — Fujitsu with MY- 
OASYS priced at # 750,000 inclusive of keyboard, CRT 
(cathode ray terminal) display and printer, and Nippon 
Electric with NWP-11N priced at $998,000. Prices are ex- 
pected to be further cut in future when portable types be- 
come available. Such a sharp reduction in price is bringing 


1980, but the company was ousted from the top position by 
Fujitsu in 1981. Fujitsu's advance was brought about by the 
introduction of a model priced under #1 million compared 
with a few million yen for competitors’ models. “In terms of 
value of sales, we are still ahead of them,” says an executive 
of Toshiba. 

Fujitsu was followed by Sharp and Japan Digital Labora- 
tory in announcing low-priced models. Oki Electric also 
came up with a model in a similar price range. 

In the office computer market, Nippon Electric overtook 
Mitsubishi Electric as top manufacturer. Here again, intro- 
duction of low-priced models caused significant changes in 
market shares in 1981. Both Nippon Electric and Toshiba 
announced models priced at less than Y2 million, but Mit- 
subishi Electric's cheapest model was *5 million, putting 
the company at disadvantage. € 


The 1982 
OA Show 


he 1982 office automation (OA) Show that took place 
{ in Tokyo in July attracted 54,000 visitors during the 
four-day exhibition. That was just one manifestation of 

the OA boom sweeping the nation. 

The most up-to-date OA equipment on display included 
local networks, office information systems and fibre optics 
systems. The Nippon Telegraph & Telephone Public 
Corp.'s New Information System was also introduced, giv- 
ing a glimpse of the future information society. 

The following list of some of the major items on display 
gives an idea of what kinds of OA devices are enjoying a 
boom in Japan. Among the most popular were Japanese 
language word processors. A development significant in this 
field is the introduction of models less than Y 1 million 


about an explosive rise in demand for Japanese-language 
Word processors. 

The number of manufacturers is also rapidly growing. 
There were 16 makers turning out more than 20 models a 
year ago, but at present 27 makers are producing more than 
40 models. 

Each maker is working hard to equip its model with uni- 
que functions. The models of Oki Electric (Lettermate 800) 
and Japan Digital Laboratory (Bunsakukun II), for example, 
are capable not only of preparing and editing documents 
but also of drawing charts and diagrams. Canon's 
Canoword-60 has English alphabet in addition to the Ja- 
panese-language letters. 

The Japanese-language word processor consists of an 
input keyboard, CRT display, floppy disc as memory de- 
vice, output printer and central computing unit that controls 
the whole device. So far as these components are con- 
cerned, it is identical to a computer and in a sense it may be 
termed a computer with software exclusively designed for 
processing the Japanese language. 

nlike the typewriter, therefore, it is capable of a whole 
range of jobs in processing the language — composing and 
editing of a document, printing and copying, storage and re- 
trieval and transmission. There are three major formulas for 
input — pen-touch, Chinese character (kanji)-kana conver- 
sion and association. 

Corporate users of word processors prefer to use them as 
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(US$3,787) in price, which is making Japanese-language 
word processors all the more popular. 

Personal computers on display ranged from high-grade 
models that can handle processing of figures, to hobby 
models priced at less than % 20,000. 

Terminal equipment indispensable for OA promotion in- 
cluded the automation system of microfilm, filing system 
and others. Also important were displays of software de- 
signed primarily for personal computers. 

One area that drew keen attention in the show was the 
local network system for integrating different OA devices 
into a system. 

Among others, CJK Co. Ltd put on display its IEOS for 
OA integration based on the ARC local network of the US’ 
Datapoint, which boasts 2,000 users around the world in- 
cluding 25 in Japan. The system is flexible for scaling up or 
down without undermining the consistency as a system. It 
can process documents, images and audio data, not to 
speak of numerical data. 

` As for a multi-functional information processing system, 
the ALLIANCE 250 of the US’ Wang Laboratories, put on 
display by C. Itoh Information, was an important device. 
Data processing, word processing, networking, image infor- 
mation processing, audio information processing and 
human factors comprise the system's multi-functions. 

Nippon Electric Co. came up with the C & C Fibre Optics 
Network System which efficiently links computers and OA 
equipment through fibre optics cables. It is a comprehensive 
local area network system that realises an efficient private 
branch information communications network. In this sys- 
tem, various data, voice and image information are sent 
through fibre optics cables, enabling terminals to communi- 
cate with each other. 

NTT's New Information Network is conceived as the tele- 
communications system for the 21st century. Employing 
fibre optics communication functions, it is a high-level infor- 
mation system capable of complex communications includ- 
ing data and image information communications. NTT 


terminals of an on-line system to transmit documents pre- 
pared at headquarters to local branches and factories. In a 
bid to meet the demand, an increasing number of word pro- 
cessors are equipped with communications functions. At the 
moment such interaction is limited between word proces- 
sors, but in the future it is expected to become possible to 
store documents written by word processors in the large 
memory device of the host computer. Ф 


С. 85 M4 
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OKIFAX 7800 high-speed facsimile transceiver. 


plans to offer the service on a nation-wide scale by the year 


Among Japanese-language word processors, Fujitsu put 
on display MY-OSAYS which is regarded as a breakthrough 
for its low price — * 750,000. Nippon Electric and Japan 
Digital Laboratory also put on the market Japanese-lan- 
guage word processors under ¥ 1 million in price. 

Many of the personal computers on display were 16-bit 
models. Some of these models are priced at ¥300-400,000 
for the main equipment alone but some hobby models are 
as cheap as Y 20,000. Matsushita Electric Industrial s C-18K 
is a high-class 16-bit model. SORD Computer Systems 
showed M23 and M243 series, also high-class models. Nip- 
pon Electric displayed three eight-bit models and a new 16- 
bit model. By contrast, Sharp displayed pocket computer 
PC-1500 and Casio Computers FP-5500, a pocket version. 

Software was another major area that drew much visitors’ 
attention. Otsuka Shokai demonstrated office computer 
software SMILE COMPASS and simplified language for 
personal computers, PC-PAL I and Il. SORD Computer 
Systems attracted attention for its no-programming lan- 
guage SORD-PIPS and various applications. 

Fuji Photo Film’s MICLE came into the limelight as an 
easy-to-operate microfilm maker which can take microfilm 
of ordinary documents, technical materials and patent 
documents at the push of a button, just as easily as making a 
copy on a copying machine. 

Similar devices included Kusuda Business Machines’ 
Kodak CAR System, Itoki Ltd’s Systema Single Picker that 
can store and retrieve microfilms and Toko Office Machine’s 
Microtak II which is a fully dry-type microfilm camera. 

Among unique devices were Mitsui Knowledge Industry 
Co. Ltd's TM Electronic Mail and Crux's Telerux, an au- 
tomatic telephone charge recorder. The Telerux shows in 
digital display telephone charges while the call is being 
made and automatically prints out such data as date and 
time of call, the number called and total charge. The print- 
out is possible either in the grand total ог subtotal. € 


Facsimile 


B=: by such advantages as speed, low cost, accu- 





racy and easy storing of record, facsimile is rapidly 

coming into use as a convenient instrument for com- 
munications. Its increasingly broad scope of users now in- 
cludes homes and shops in addition to traditional users — 
the business corporations. Overseas communications is 
another fast-growing market. 

The rapid spread of facsimile is due mainly to technologi- 
cal innovations that make the equipment affordable. More- 
over, the growing number of machines now in use also 
means that the receiving market is growing fast. Soon, fac- 
simile will likely become as common in homes as the tele- 
phone is today. 

“It's foolish not to use facsimile. Our office automation 
really centres on facsimile,” observes an executive of 
Kinokuniya Bookstore, one of the largest book retailers in 
Japan. The company’s 59 facsimile units connect two over- 
seas and 57 domestic offices and process all business infor- 
mation including remittance and receipt of orders. “By this 
means, there never occur errors in the title of book and au- 
thor and everything can be handled at a high speed. It is 
very efficient,” stresses the executive. 

It was not until 1973 that big companies in Japan started _ 
using facsimile. At that time an amendment to the existing 
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Canon 


Canon copiers are known all over the world for putting in a hard day's work. 
We'd like to tell you some of the reasons for their extraordinary reliability. 


з and delivers a completely even and Sophisticated 
P Canon's NP process. consistent application for clearer copies of Micro-computer control. 

The original. Our own patented tech- hard-to-reproduce originals We replace a lot of moving parts with 
nology which brings plain paper copying one advanced integrated circuits. They not only 
step closer to perfection. At the heart is an Е increase operating efficiency by making it 
aluminum drum, coated with a highly photo- Smart paper handling. easier to give our copiers instructions, they 
sensitive seamless layer of CdS. This in turn All our NP copiers take special care of also make our copiers more reliable. Special 
is coated with a polyester sealant for great paper, from the short paper path of our diagnostic circuits activate symbols on the 
durability. The NP process delivers high compact NP120 to the straight-through control panel if there should ever be a problem. 
copy quality and consistent copy-to-copy design of our NP400. Instead of the roller 
uniformity. Rendering of blue colors and coaster path of some other copiers, we 1 
photographs is exceptional make sure that paper spends less time Half the toner components. 

and travels less distance inside the Most plain paper copiers use two toner 
2 P Projection machine. This means you can expect more components. And they have to be mixed 
” Development. hours of trouble-free copying and fewer and regulated inside the machine. Twice the 

Another Canon patented technology. disappointments. possibility that something may not be just 
Instead of brushing the toner onto the drum right. But we developed a unique single 
the way other copiers do, we use static component dry toner. It needs no special 
electricity to project the toner. This regulating, so the mechanism can be 
non-contact method is less simpler and maintenance 


subject to wear is greatly reduced. 
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law made it possible to send facsimile signals through tele- 
phone circuits. Because of its ability to send hand-written 
documents, drawings and charts through simple operation, 
facsimile has since created a huge market. According to 
Matsushita Graphic Communication Systems, Inc., the top 
manufacturer of facsimile machines, almost all big com- 
panies now use facsimile. 

It is beginning to spread to smaller businesses and homes 
as well. The move was spearheaded last September when 
Nippon Telegraph & Telephone Public Corp. introduced a 
small-sized, low-priced machine called Minifax. Home users 
apparently are attracted by its convenient size and afforda- 
ble price tag. 

The smallest-sized document this facsimile machine can 
handle is a postcard — compared with the 26 x 18 cen- 
timetres limit for the conventional facsimile machine. The 
monthly rental fee is *3,700 (US$13.58) and the price for 
purchase is # 200,000, compared with nearly ** 500,000 for 
conventional machines. 

Since it was placed on the market, cumulative sales 
through the end of June totalled 26,446 units — a tally un- 
precedented in the history of the facsimile machine industry. 

The way facsimile is used is increasingly diverse, too. A 
Tokyo wreath manufacturer receives orders with the neces- 
sary details — name of company or individual, desired 
shape, location where the wreath is to be delivered — all 
sent in through facsimile. In another case, a school that pre- 
pares pupils for entrance examinations employs facsimile 
through which questions and answers in tests are transmit- 
ted to and sent back by pupils. 

Another use attracting attention these days is as a means 
of communication for people with hearing difficulties. In a 
number of prefectures and municipalities, facsimile is being 
used for communications among the deaf. 

Facsimile is also rapidly replacing telex in overseas com- 
munications. The major disadvantage of telex for the Ja- 
panese is that only the Western language alphabet is avail- 
able: by contrast, facsimile can send hand-written Chinese 
characters in much shorter time. 

Banks were first in adopting facsimile for communications 
with offshore branches and other bases of business. Big 
trading companies then followed the banks' lead: Marubeni 
Corp., one of Japan's largest trading companies, now has 
facsimile machines in use at its 25 overseas branches and 
company officials report that demand is increasing from 
branches not yet equipped with facsimile. "At the moment 
we are selective in installing facsimile in overseas branches 
because telex is still less costly," a spokesman for the com- 
pany says. 

The situation is essentially the same at Dai-Ichi Kangyo 
Bank which operates facsimile at 11 overseas branches. The 
Bank's communications operator predicts that improve- 
ments in speed and further reductions in international tele- 
communications charges could lead to total replacement of 
telex with facsimile. 

Japan is the largest producer of facsimile equipment in 
the world. Yet, according to the Communications Machin- 
ery Industries Association of Japan, Japanese-made 
machines still account for only 20% of all machines in use in 
the world. That seemingly small percentage is explained by 
the fact that a large number of old models are still in use 
abroad where rental sales are common. As for high-speed 
machines — the mainstay in the present market — Japan- 
ese-made models account for about three quarters of the 
market, the association estimates. 

In about five years or so, the world's first facsimile broad- 
casting should go on the air on a commercial basis in Japan. 





The system will send facsimile signals on electric waves to 
provide news, weather reports, music or texts of educational 
programmes to each home. To this end, the Ministry of 
Posts and Telecommunications is planning to develop a fac- 
simile device that can receive through both telephone 
circuits and radio waves. When this plan is completed, 
demand for facsimile is expected to show explosive 
growth. Ф 


Office Computers 


hile the history of computers used in offices is rela- 

W tively short — 25 years or so — the pace of their 

spread during those years has been literally 

breathtaking. In the beginning, computers were limited to 

big businesses but today they are used not only at medium- 

sized enterprises but also at minor businesses and in various 
sections within companies. 

A radical rise in operating efficiency and equally drastic 
decline in prices are important factors behind the spectacu- 
lar spread of computers. More important is the emergence 
of so-called office computers, which are easy to install any- 
where and for anybody to operate. 

When the term office automation (OA) came into use, it 
came out of the boom of office computers, which are inte- 
gral tools for automating office work. In the Industrial Revo- 
lution that started in mid-17th Century England, machinery 
replaced man in physical labour and achieved a pheno- 
menal rise in productivity. By contrast, OA is going to re- 
place man in intelligent work for higher productivity. This 
may well be called the second industrial revolution. What is 
taking the place of the human brain in this process is the 
computer. This is what OA is all about. 

This concept can apply to any field. Management today 
shows strong interest in robots on production lines. By the 
same token, office computers are office robots taking the 
place of office workers. The only difference is that while in- 


NEC's PC-8031. 
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dustrial robots produce goods, office robots produce and 
process information — a valuable commodity itself in an 
emerging information-oriented society of the post-industrial 
society. 


For corporate management, this means that survival - 


hinges on OA to do a job done hitherto by clerical workers. 
Seen against this background, it is no wonder that business 
corporations, both big and small, show such keen interest in 
it. 

Small-sized computers such as office and personal com- 
puters became possible as a result of the invention of the 
microprocessor — the electronic brain made of Large-Scale 
Integration (LSIs) semiconductors. The degree 
of integration of elements on chips for the 
microprocessor still keeps improving 
rapidly, bringing about a phenomenal 
increase in information processing capacity 
as well as memory capacity of the main 
memory equipment. 

Until two years ago, most office computers 
were only able to remember kana (Japanese 
syllabary alphabet). By contrast, most 
computers today can remember a couple of 
thousand Chinese characters as well. This has been 
made possible through improvement in the capabi- 
lity of microprocessors. 

In technical jargon, the microprocessor used in the 
computer that can only handle kana has a capacity of 
eight bits, but the model that can process Chinese cha- 
racters as well is equipped with microprocessors with 16- 
bit capacity. The trend is towards using microprocessors 
with 24 and 32 bits. 

Also playing an essential role in office computer systems is 
the auxiliary memory device — an electronic file in which all 
necessary information is stored. In accordance with the in- 
crease in microprocessors’ capacity, this device has also de- 
creased both in price and size. Most of them are shifting to- 
wards a fixed magnetic disc device. Some of the higher per- 
forming ones are of the five-inch type with memory capacity 
for three to 10 megabytes and an eight-inch type with 100 
megabytes. 

Rapid progress is taking place in the printer — the output 
device. While most conventional printers are of the impact 
type, non-impact types — more silent, speedier and better 
in printing quality — are beginning to be introduced. How- 
ever, since the non-printer type is incapable of making a du- 
plicate copy, most office computers still adopt impact-type 
serial printers and line printers. 

An increasing number of CRT (cathode ray terminal) dis- 
play devices are capable of multi-colour display, in contrast 
with black and white display which was the mainstay until a 
few years ago. Also, many of them can now display such 
things as figures and graphs. 

Another new trend concerning office computers is the 
growing spread of what is called the multi-processor type. 
The central processing unit of the computer consists of the 
microprocessor and the central memory device, and the 
multi-processor type office computer has several micropro- 
cessors in the central processing unit. This multi-processor 
office computer is capable of simultaneously receiving input 
from several work stations or terminal devices and output- 
ting to several devices. This is possible because of the in- 
credible speed of data processing by the computing proces- 
sor. Compared with such speed, that of keying in data by 
man or of printing by the printer is very slow. So, if the input 
data is stored temporarily in the central processing unit and 
processed whenever there is a small bit of vacant time, it 


FAR EASTERN ECONOMIC REVIEW e OCTOBER 22. 1982 





looks as if the central office computer is being utilised simul- 
taneously from several work stations or terminals. 

The spread of the multi-processor type office computers 
makes it possible to use computers for decentralised data 
processing which can bring about revolutionary changes in 
the processing of office work. Ф 



















Sharp PC-1251 Pocket Computer 


Personal 
Computers 


he popularity of personal computers has maintained a 

í fast pace of growth over the years. Shipment for the 

domestic market in fiscal 1982 is expected to reach 
530,000 units, about double that of fiscal 1981 and five 
times that of fiscal 1980. The growth has been particularly 
spectacular for personal computers for business use. Com- 
panies advanced in office automation (OA) use an average 
of more than 100 personal computers and the time is fast 
approaching when each worker will be assigned his or her 
own computer. 

One such example is Niigata Engineering, a leading en- 
gineering company, where 270 personal computers are at 
work in the intra-company information network. The net- 
work consists of a large host computer and 93 personal 
computers for distributed processing and 183 personal 
computers as terminal machines. In this system, all data are 
centrally controlled and kept in the host computer, while 
processing is done locally at each factory. The result is a 
sharp cut in the amount of paper work and accompanying 
cost. 

The company has trained its workers to handle the sys- 
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tem. About one-third of the 3,500 workers in general ad- 
ministration departments now can operate programmes 
using BASIC. The company is planning to increase the 
number of workers who have the ability to operate personal 
computers. Ultimately it will have 500 personal computers 
in the intra-company information network. 

Other leading companies active in introducing personal 
computers for office work include Kao Corp., Ajinomoto, 
Nippon Credit Bank. Kao Corp., a toiletry maker for exam- 
ple, uses more than 120 personal computers. Various ac- 
counting jobs and schedules for management are com- 
puterised at the company. 

In another major example, Nomura Securities Co. Ltd, 
Japan's largest securities company, attaches particular im- 
portance to personal computers as tools for promoting OA 
throughout its operations. 

In view of the vast potential which OA could have on cor- 
porate management, the company launched the OA promo- 
tion committee two years ago and already is beginning to 
have substantial results. In the middle of last year, the com- 
pany equipped all its branches with personal computers and 
launched extensive training programmes to get its staff ac- 
customed to them. 

Personal computers were assigned to achieve a special 
educational purpose to advance OA-consciousness at gen- 
eral workers’ level to the benefit of the overall efficiency of 
the OA system. The result is that more than 1,000 program- 
mes are in use at the company and their quality is rapidly im- 
proving, according to an executive of a computer system 
subsidiary of Nomura Securities. Ф 


Electronic 
Typewriters 


he market for European-language electronic type- 

| writers in Japan is rapidly expanding, not only because 

electronic typewriters have far better functions than 

either manual or electric machines but also because prices 

are coming down as a result of mass production and 
technological innovations, 

At present, the worldwide demand for typewriters is esti- 
mated at 8 million units a year, half of them for business use. 
Within a few years, most business-use typewriters are ex- 
pected to be replaced with electronic machines. 

While electronic typewriters differ from electric and 
manual models in many ways, the most distinctive feature is 
that they have editing and memory functions. Common 
functions of electronic typewriters include easy centring, 
easy tabulation and underlining, easy correction and func- 
tions for memory of several thousand words. 

Electronic typewriters turned out by Japanese manufac- 
turers are mostly for European languages, but Nippon 
Typewriter and Citizen Watch jointly developed a Japan- 
ese-language machine and put it on the market last 
year. 

The editing and memory functions of an electronic type- 
writer are similar to those of word processors, demand for 
which is growing rapidly. Word processors are superior to 
electronic typewriters in memory capacity and editing func- 
tions. But priced up to Y3 million (US$11,009) or more, 
they are far more expensive than electronic typewriters 
priced at * 300-500,000. Another advantage of electronic 
typewriters is clearer print. 








In the present office automation boom in Japan, the three 
most important devices are office computers, word proces- 
sors and plain paper copiers. Electronic typewriters are said 
to come close behind them in popularity. As Japanese 
businesses become more involved internationally, easy-to- 
operate typewriters for Western languages are expected to 
see a sharp rise in demand. 

Over a longer view, the difference between word proces- 
sors and electronic typewriters is likely to vanish but for the 
time being demand for electronic typewriters is expected to 
keep growing at a fast pace. This prospectis leading not only 
typewriter manufacturers but also concerns in unrelated 
fields to enter the electronic typewriter market. 

Olivetti was the first to market an electronic typewriter in 
1979. Other leading makers, like IBM and Xerox followed 
the Italian company. 

It was not until 1981 that Japanese manufacturers 
launched their onslaught. That year, Brother Industries Ltd, 
the largest manufacturer of manual and electric typewriters 
in Japan, announced two electronic typewriter models. It 
was followed quickly by Silver Seiko, another major man- 
ufacturer. Then, towards the year-end, the top camera 
maker Canon entered the market taking advantage of its 
strength in electromechanical technology. ¢ 


Software 


ffice automation (OA) is not just installing various 
О kinds of equipment in the office to raise the efficiency 

of clerical procedures, reduce the amount of paper 
work and so on. It is more an attempt to control the flow of 
information in corporate management, to store it and re- 
trieve it. Itis management of information. 

When viewed this way, software for such information 
management becomes essential for successful and full- 
blown OA revolution. Naturally, the software industry is 
emerging as a vital sector of the OA market. 

Given the relatively short history of the OA movement it- 
self in Japan, it is no wonder that Japan's software business 
in this area is still fledgling compared with the United States, 
for example. 

Data base, a body of data processed to be ready for run- 
ning in the computer, is essential in OA. Corporations are 
trying to make a data base of personnel data, for example, 
and to make efficient use of it through the data base man- 
agement system. 

The data base industry (suppliers of data bases) in Japan 
is so young that the Ministry of International Trade & Indus- 
try is without accurate information about it. It is estimated 
that close to 30 firms are doing business in this field. Annual 
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PIPS Has Ended The Paper Chase. 


Whatever Part of Whichever Document You Want 
Can Be Retrieved Immediately With The CS Command 


Are you producing more paper than 
profits? 
Reverse the situation with PIPS 


software. 
[с] [s] CS (Conditional Search) 

command which can 
retrieve and display numeric and non- 
numeric data according to up to 20 
conditions. There's no need to change 
your business procedure, just update to 
efficiency with the CS command and 
the other 5 core commands, CAL (Calcu- 
late), SORT, LF (List with Format), GR 
(Graphics) and AU # (Automatic), pro- 
vided by PIPS. 


Only PIPS provides the 


PIPS Does It The Easy Way 

© Handy: Page format for easy retriev- 
al. Seventy-six 42-line pages (230,000 
characters) for mark Ill model. 

eSimple: The PIPS software system 
requires absolutely no programming. 

€ Quick: Basic operation can be under- 
stood in three hours and the system 
mastered in three days. 

€ Versatile: Any application, from rou- 
tine processing to accounting simu- 
lations. 


PIPS Goes Places With The M23 


mark series 
€ Fabulous 128K byte memory. 





[The Simple Commands of PIPS Revolutionize Your Computer Bu 
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business was estimated at Y 25 billion (US$91.74 million) 
for fiscal 1981. Industry sources predict an annual growth 
rate of 20-30% in years to come. 

According to a survey by the Japan Office Automation 
Association, data bases commercially available in Japan 
total about 40 kinds whereas in the US there are about 600 
available with annual sales amounting to US$1.1 billion (in 
1980). In short, the US data base industry is 15 times as 
large as the Japanese. Behind the gap in the data base in- 
dustry of the two countries, there are historical reasons and 
differences in thinking towards software. For one thing, the 
Japanese have traditionally been indifferent to the concept 
that information is something that should be paid for. 
Another factor is that data base production has been carried 
out as a kind of side business say, of a newspaper publishing 
company or a computing centre. 

Lately, however, several suppliers of data bases of their 
own development are coming to the fore, centring on 
macro-economic and corporate data. General users are be- 
ginning to use these data bases, together with US-made 
data bases on bibliographical information. If the trend con- 
tinues, Japan could even expect to export data bases it has 
ўер эди hing ОА аге maki f th al 

ompanies are ing use of these special- 
ised data bases бшк terminals on the on-line system, 


availing themselves of data bases of a vast size at any time 
they like. Fees for use of data bases will be reduced sharply 
when their utilisation becomes more common in the future. 
Home data bases are also being anticipated in the future. 

Another key factor in OA software is what is called data 
base management system (DBMS) — a software system 
that manages data bases and retrieval any time they are 
needed. In Japan, IBM's IMS and Software AG of Far East's 
ADABAS are well-known DBMSs. The number of users of 
these systems is still relatively small at 80 or so. 

Since last year, however, an increasing number of users 
of large computers are showing interest in adopting DBMS 
and eventually a majority is expected to use the system. As 
such, suppliers of DBMS including computer makers are in- 
tent on capturing a large share of the emerging market. 
Suppliers, moreover, are not limited to large established 
companies. Young medium- and small-sized software 
houses are entering the market. As has happened in the US, 
creative talents could become a major supplier of software 
in Japan in the future. 

The problem at the moment is that software of this kind, 
essential to further advancement of OA, is very expensive 
— toa prohibitive extent — to smaller companies in particu- 
lar. Cost reduction of software is considered an essential re- 
quirement from this viewpoint. Ф 





Office of the 
Future 


he flow of information processing is roughly divided 
T» six stages: collection, processing, document- 

making, storage, retrieval and transmission. Japan's 
present level of office automation (OA) utilises office and 
personal computers and — for document-making — Japan- 
ese-language word processors. A step ahead of Japan, the 
United States is now entering an era of electronic mail. 

The statistics document the disparity between the US and 
Japan. The US has nearly 800 different kinds of commercial 
data basis, compared to only 40 in Japan. In some offices in 
the US, each worker already has his own terminal machine. 

According to Japanese experts, the future highly auto- 
mated office will look something like this. 

Each desk will be equipped with a machine that combines 
the functions of telephone, facsimile, personal computer 
and word processor giving workers direct access to all kinds 
of essential information. The machines will also be capable 
of transmitting information anywhere in the world. 

When such a system is completed, departments in a cor- 
poration that handle documents (administration, account- 
ing and personnel departments, for example) will be able to 
trim the fat off their workforce. Desks will be free of stacks of 
files and documents — a common scene in offices today. 

There is possibility that the system will be even larger, in- 
tegrating, for example, a manufacturer and its customers. 

One essential component in the development of sophisti- 
cated OA systems is easy handling by users. One Japanese 
expert has observed: "Even in the US where everybody 
should be fully accustomed to punching typewriter 
keyboards, they prefer OA machines without keyboards. " 

There are three prerequisites that must be met before OA 
can be achieved in Japan: 

€ cost reduction of the equipment, 


e standardisation so that different types of equipment 
will be compatible with each other and 

@ liberalisation of use of data communications circuits 
which will allow free or inexpensive access to such circuits. 

Of the three, standardisation is considered the most dif- 
ficult task. The experiences of US companies prove this 
point. Westinghouse reportedly spent half a year trying to 
jibe its two models of word processors. 

Another significant problem is the delay in the deregula- 
tion of data communications circuits. For Japanese manu- 
facturers of highly sophisticated technology this poses an 
ironic situation because their products are being fully used in 
the US but not in Japan. If data communications circuits 
could be utilised in Japan as freely as they are in the US, Ja- 
panese users would enjoy the same level of OA as their US 
counterparts. 

In fact, one reason that several leading US multinational 
corporations base their Far East communications headquar- 
ters in Hongkong or Singapore instead of Tokyo is Japan’s 
highly regulated communications circuits. It is not surpris- 
ing, then, that the Japan Office Automation Council has 
proposed that legal action be taken to promote liberalisa- 
tion of data communications. “Otherwise, Japan could be 
left out of international information communications,” it 
warns. 

According to a survey conducted by the council, invest- 
ment in OA per office worker in the US amounted to 
US$2,300 six years ago, while in Japan the amount was 
only about ** 240,000 (US$880.73) in 1981. 

Meanwhile, the total value of output of OA equipment in 
Japan in fiscal 1981 (ended March, 1982) was some ¥958 
billion: #310 billion for office computers, ¥ 100 billion for 
personal computers, ¥ 19 billion for word processors, ¥ 108 
billion for facsimile equipment and #420 billion for copying 
machines. 

According to a survey conducted by Nihon Keizai Shim- 
bun, most OA experts predict that the size of the OA equip- 
ment market in Japan five years from now will be around 
¥3,000 billion. This figure suggests that the market will con- 
tinue to grow at nearly 30% annually. € 
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Desktop OKIFAX 7800 Facsimile Speed, G3/G2 Compatibility and Economy Give You the Edge. 
Trust Oki technology to make your business extra efficient. Starting with an inclined front control panel that assures 

true all-angle desktop operating ease. State-of-the-art electronics transmit a letter-size document in just 

20-seconds for big line cost savings. Reproduction quality is superb, thanks to Oki's paper-saving thermal recording system. 
The OKIFAX 7800 is compatible with all CCITT G3 and G2 machines. You can also use this compact, lightweight 

unit as an office copier. Superior Oki reliability is yours along with modular-design servicing ease. 


You are way ahead with total Oki facsimile efficiency. 
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OK. I OKIFAX 6800— Today's 
Fastest Analog Facsimile. 
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2 = word and data proc- 

| essors, facsimile termi- 
nals, electronic mail, the 
private business satellite 
system, teleconference— 
all are rapidly taking hold 
in the office, boosting 
productivity and profits 

4 to record levels. Based 
__ on advanced technolo- 
gies such as those used 
to develop giant comput- 
ers and fiber optic com- 
munication systems, 
NEC offers a fully 
integrated line of office 
systems and equipment 
serving business in every 
conceivable application. 
ww After all, we've been 
contributing to it for over 
80 years. 

Another reason why 

NEC has earned the 
trust of customers the 
world over. 


Nippon Electric Co Ltd 






i - 


US-Chinese Trade Negotiations by 
John W. de Pauw. Praeger Publica- 
tions, New York. No price given. 


THIS is a painstakingly researched, copi- 
ously documented book that covers the 
whole gamut of trade negotiations with 
the Chinese through American eyes. It is 
well organised and presented; a thorough 
general introduction is followed by speci- 
fic chapters on the Chinese organisations 
responsible for negotiating business con- 
tracts, the difficulties encountered in US- 
Chinese commercial 
negotiations, hind- 
rances and impedi- 
ments on the United 
States side, overcom- 
ing them, summary and 
conclusion. Each cha 
ter ends with detailed 
notes. The book is re- 
plete with charts and 
diagrams and there is 
an exhaustive biblio- 
graphy and an index. 

e Pauw has based 
his data mainly on de- 
tailed questionnaires 
sent to US firms which 
have negotiated with 
the Chinese, supported 
by interviews . with 
businessmen and offi- 
cials familiar with China trade. He has 
also consulted other surveys and much of 
one chapter is the related case history of a 
firm which, after much delay and many 
vicissitudes, has become one of China’s 
main US sources of technology. 

The author’s wish to be accurate and his 
perhaps rather legalistic approach has on 
occasion caused him to quote figures far 
too dogmatic for this elusive subject. For 
example, we learn that 47.1% of US com- 
panies reported that Chinese negotiating 
teams varied from two to four members, 
while another 20.3% reported teams rang- 
ing from five to seven members. 

In describing the Chinese side the au- 
thor provides excellent organisational 
charts of the Ministry of Foreign Trade, 
foreign trade corporations, etc., rightly 
stating that the “death of centralism" has 
probably been highly exaggerated. He 
goes on to comment on the labyrinthine 
nature of the Chinese bureaucracy, the 
difficulty of identifying who does what, 
the lack of lateral communication among 
ministries and the influence of political 
criteria on planning decisions, 

There is also useful data on financing of 
trade, payment details, contracts, pitfalls 
and the like. De Pauw emphasises the all- 
important factor that to sell to China you 
must give away technical information 
first; and that only after they are fully 
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The intricacies of business and bureaucracy 


satisfied that they can properly utilise a 
company’s technology will the Chinese 
begin any commercial negotiations. He 
also touches briefly on the joint-venture 
law. 

Where de Pauw does not do so well is in 
his analysis of Chinese attitudes and their 
origins. It is going a bit far to say that 
China's present foreign trade bureaucracy 
has its roots in the "tribute" system, 
further explaining that in days of yore "tri- 
bute” hinged upon “rituals” or what he 
calls “interpersonal relationships.” 


Thai temple beside a paddy field: fodder for the browser. 


s TRAVEL д 
Art and the tourist 
Thailand und Burma by Johanna Ditt- 


mar. DuMont Art-Guides, Cologne. 
Dm28 (US$11.50). 


THIS volume brings the series of DuMont 
guides up to about 90, available in Ger- 
man only. While it is 10 years since 
Johanna Dittmar first wrote on Thailand, 
only some 15% of the book deals with 
Burma. It is profusely illustrated, almost 
exclusively with photographs and plans of 
temples and pictures of statues. 

Almost all of the work is concerned with 
Thai art in terms of historical periods, 
though there is a section on the national 
history almost as long as the entire section 
on Burma. j 

One should be wary of the publisher's 
claim that this is a travel guide since no 
hotél or restaurant is recommended in the 
book and the 24 pages of general advice to 
tourists are of little practical use. It will 
perhaps best serve the group tourist, all of 
whose basic needs are arranged for him, 
leaving plenty of time for browsing on the 
art of the region, which is painstakingly 
and efficiently documented. 
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De Pauw also in one section gives so 
much detail on Chinese decision-making _ 
processes as to make one wonder how au- - 
thentic some of his sources аге in this còn- 
text. However, he returns to safer ground 
when he discusses the secretiveness’ oi 
Chinese bureaucracy and the difficulties | 
Chinese officials themselves som 
have. He quotes a US Government offi- — 
cial as saying а US firm should not goto — 
China for business without ап invitation. 
To the best of current knowledge there - 
is no other way. T 

One cannot fault - 
anything in the excel- - 
lent chapter on hind- 
rances and impedi- | 
ments оп the US side. 
The labyrinthine | 
ture of the US bureai 
cracy is shown here 
in all its glory and 
later we learn how _ 
delays and red tape - 
have cost certain US _ 
firm dearly. Charts 
of the US Govern | 
ment's commercial hier- — 
archy, which are quite _ 
frightening in their _ 
complexity, are AE 
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with explanation | of _ 
how its wheels gri 
there are exagiples of 
export licences and the like. E 
In the chapter on overcoming difficul- 2 
ties the experiences of one particular com-* | 
pany, with supporting documentation, sis — 
given at great length. One could say too _ 
much so, for heavy reliance upon one 
source can give a lopsided approach. But zu 
who is to blame the author when the aver- | 
age firm is so reticent when itcomestofact — 
as against impression or platitude? „о 
The book ends with a clear summary — | 
a straight distillation of American traders — — 
recorded views and experiences. The ~ 
explanatory paragraph on why negotia- _ 
tions with the Chinese usually move _ 
slowly is, for example, excellent. This - 
chapter includes some unintentional light _ 
relief in the form of Japanese flow charts - 
ore the progress of technical exchanges - 
with China; a series of boxes each sprout- — 
ing arrows which end in a Yes! or a Мо! — 
Like snakes and ladders the No! means go _ 
back a few places. Lastly come supporting — 
appendices and other documentation, all . | 
extremely thorough. m 
De Pauw is a commodity analyst with | 
the US International Trade Commission | 
and an expert on Soviet-American trade. | 
He has apparently never been to China _ 
and this lack of direct experience some- _ 
times shows. However, this book makesa — 
very useful contribution to a specialised | 
subject. —IAN RAE = 
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иле time it has 
à increase-t number of par- 
nts in the commercial banking sector 


cularly in the non-bank, second- * 
nancial mar ket. Finally, the govern- 


as moved to rein in the massive, un- 
kerb money market by proposing 


ation to make its well-heeled opera- | 


ore accountable — and to pay tax 


r windfall gains. It is these changes 
made.the business and banking 


/ believe that; after all we talk 





d of former president | 


€ kerb-mar- 


finer (c 


ry's financial institutions ia been 


almost non-existent since 1945, the year 


the government assumed the role of set- 


ting interest rates. These rates, held un- 
| realistically low, created а longstanding? | 
sellers’ market. wherein demand for the | 
low-interest money always outstripped 


supply (hence the growth апа. success of 
the kerb market), 


There is concern over how the new com- 


petition — expected as a result of the gov- 


“ernmeént’s medium- to long-term plans to 


allow interest rates to be determined in 


the marketplace — will affect the newly. 


freed institutions. 


` The greatest concern of bankers and small i 
businessmen, and the government's most. 
| formidable challenge, is how to prevent 
big-business domination of the financial. 
sector. As one. Finance. Ministry official. 


all its efforts i to "iat ff the рида, unofficial. 
۱ ey market, Seoul cannot live шон it for now . 


kerb money "market. is alive’ 


nd thriving in th Ko ea's 





panies into default, threw financial mar- 


kets into a whirl and dealt President Chun 


| Doo Hwan his biggest political setback. 


The question arises: why does the gov- 


| ernment allow. such. a. political and 
economic liability to continue operating in .| 
the light of the havoc it has caused? The | 


-is relatively simple, acce 
il bank deg == -witho 


B sights to the market 


that long look has соте to be 
3,or "real name" refor 


forms. Dae n by fe 
largest position, a 27% share in Korea 





e government pulls out and 
ons Pep. їп, then we thee) 


hus the giants € of 5 rean industry 

| have come to se on the govern- 
ment's bank-divestiture and other. re- 
Daewoo has taken by far the 


First Bank. Hyundai.has taken ап 11% 
stake in Bank of Seoul and Trust, 10% of 
Hani] Bank and 7% of Korea First. Sam- 


“sung now owns 10% of the Commercial 


Bank of Korea, while Lucky has smaller 
stakes.in Korea First ‘and Hanil. Dong. 


Кик Steel Mill has taken а 14% slice of 


‘Bank of Seoul and Trust. Bank managers 


| and securities dealers estimate these fig- 


ures to be "extremely. conservative" —— 
probably exetuding many shares garnered 


four points to 10% M be same time sav- 
ings-deposit rates were reduced from 1296 
to 8?5. Rates on other savings and loan in- 
struments were similarly cut. The changes 
together. worked to resuscitate the kerb- 
market. There is а consensus that what- 
t dal produced, one 
positive outcome was that it gave greater 
urgency to the need for reforms in the fi- 
nancial sector. While the government's di- 
vestiture of commercial banks. was. first 
mooted in the third five-year plan (which 
ended in 1976) and the first bank sold off 
іп 1981, the proposals handed down in 


- July by the Finance Ministry are a direct 


t of the scandal. And while they are 
ted to deal a death. blow to the 
ey will work gradually to rein it 


ings make the kerb arket at- 
E investors: high. returns, 
The government 























through company-owned or -controlled 
subsidiaries or purchased personally. 

The speed with which Daewoo acquired 
its large position in Korea First during the 
government's divestiture of the bank in 
September prompted the authorities to 
propose a banking-law revision to limit 
major businesses' stakes in commercial 
banks to 10%. The revision would also 
limit the amount of loans to a single busi- 
ness group to 25% of a bank's capital. The 
proposed revision is expected to be en- 
dorsed by the National Assembly before 
the end of the year. Once approved, com- 

ies will have three years to bring their 
oldings into line. 

Bankers, however, feel that a three- 
year grace period is, as one commercial- 
bank president said, “about two years and 
six months too long." They feel that given 
the South Korean penchant for creative 
financing, businesses will be able, during 
that time, to launder shares through suffi- 
cient family members, company officers 
and friendly outsiders to give them much 
more than a 10% say in how a bank is run 
and, more importantly, who gets prefer- 
ential treatment. 

While advances made by big business 
into the commercial-banking sector are to 
be checked, a new showdown appears to 
be heating up in another sector — that of 
the secondary financial institutions. Those 
which suffered most from preferential 
treatment given big business, and from the 
effects of the kerb-market upset, were 
small- and medium-sized enterprises. In 
an effort to bring more investment capital 
to this long-neglected sector of the econ- 


all in the past) taxed at a concessional rate. 
The measures allow people to go as long 
as until June 1986 and in some cases 
beyond without having to identify them- 
selves or the source of their income, and 
without having to face the threat of a tax 
probe. The hitch is that they must agree to 
surrender half of all the income made on 
their assets within part of that period. 
With kerb-loan rates of 30% and higher, 
such а penalty may not prove too large а 
deterrent. The new legislation, which is 
expected to be passed without hindrance 
in the National Assembly before the 
year's end, will draw more attention to 
kerb lenders who make use of banks, but 

will do little to control those who do not. 
The government is simply trying to ap- 
pease the public while buying time, and it 
is as well aware as the business and bank- 
ing community that until the stability of 
the newly divested commercial banks is 
proven and the infrastructure of the new 
non-bank secondary financial institutions 
is firmly in place, the kerb market must be 
allowed to operate. Economic and busi- 
ness leaders also know what will finally kill 
the market, when the time comes, more 
effectively than any legislation — the 

liberalising of interest rates. 

— THOMAS CHESSER 
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Kim: rates to be freed. 





omy, the government's Economic Plan- 
ning Board agreed — as part of a package 
of economic reforms arinounced on June 
28 — to reorganise and strengthen the 
infrastructure of the second-tier non-bank 
institutions and increase their number. 

Since July, the Finance Ministry has 
tentatively approved licences for eight 
new short-term finance companies and 
mutual savings and loan associations. The 
new entrants, if given final approval, will 
more than double the number of such in- 
stitutions in Seoul. Although the main 
reason for increasing the number of short- 
term institutions was to boost the liquidity 
of smaller enterprises, economic planners 
were hoping the liberalisation would in- 
duce some of the larger kerb-market 
operators to apply to set up more tradi- 
tional shops of finance. But the outcome, 
said one Finance Ministry official, “was a 
big disappointment." 

The changes have not only failed to in- 
volve the kerb market but worse, it ap- 
pears that some of the new licensees are 
again the major corporations. While in- 
formation on the new applicants is hard to 
come by, it appears their latest efforts are 
not as direct as their attempts to man- 
oeuvre into control of commercial banks. 
But through subsidiaries and trading 
partners, these corporations look poised 
to make a sizable dent in the government's 
influence over the secondary market. Any 
such compromise could hurt the very 
businesses the liberalisation of the secon- 
dary market was designed to help. 

Other financial-sector changes include 
boosting the number of competitors in the 
commercial-banking sector. The June 28 
reforms package allowed for the creation 
of two joint-venture South Korean- 
foreign banks with shareholdings split 
50.1% and 49.9% respectively. So far, 
only one һаз come about: the Hanmie 
Bank, formed by'a consortium of South 
Korean investors and Bank of America. 
An idea for a second bank involving a 
Middle Eastern partner has yet to be fol- 


lowed up. A second. privately owned 
bank, Shinhan, opened in July. The bank, 
launched by South Korean investors living 
abroad, brings the total number of com- 
mercial banks іп the country to seven. 

The joint venture was a big break for 
Bank of America; other foreign banks 
(now numbering 40) have not been so 
lucky. It looks as though, despite the 
rhetoric and ink the government has di- 
rected towards liberalising foreign-bank 
involvement in its economy, their luck is. 
not likely to change soon. "No significant 
changes will occur until the government 
decides to free up capital flows,” said a 
member of the government's Monetary 
Board, "and I don't see that change com- 
ing for at least five vears." 

A number of bankers, foreign and local, 
are beginning to wonder aloud just how 
much freedom or de facto control the com- 
mercial banks „will have under private 
ownership. There is talk in the Finance 
Ministry of creating a committee of gov- 
ernment appointees to oversee the run- 
ning of the banks. Just how much overse- 
eing and how much "suggesting" will be 
involved has not yet been determined. In 
any case, the government will retain.consi- 
derable control over interest rates, re- 
serve requirements at the central bank, 
day-to-day foreign-exchange dealings and 
the money supply. 


A while the private banks will now be 
allowed to choose their own presidents 
— something the government has done to 
date — all admit it is a matter of courtesy 
to pass the name of the proposed presi- 
dent to the Finance Ministry for what one 
banker calls its implicit approval. "What 
they've done is to let go of the collar but 
rein in the leash,” said a foreign banker of 
the changes, “but it is a start." 

A political consequence of these 
changes at the banks is that they will allow 
the government to insulate itself and de- 
flect criticism that may arise from future 
reforms. One political analyst predicts 
there will be a number of casualties — 
bankruptcies and foreclosures — once the 
reforms start gaining momentum and “the 
banks will draw some of the fire away from 
the government then." 

As government economists, bankers 
and businessmen watch the new pieces of 
the financial sector fall into place, they are 
aware that the true test of their success or 
failure will come when the government 
frees up interest rates. Deputy Prime 
Minister Kim Joon Sung announced in 
mid-year that rates should be freed in 
1983. Even so. the process could prove 
long and tedious. 

Government planners say they expec: 
to start their experiment with free-market 
rates as early as the first or second quarter 
of 1983. Changes will centre initially on 
the secondary market where the govern- 
ment plans to case restrictions and then 
rates in the bond and commercial-paper 
markets. Depending on Ше outcome of 
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will allow companies to set rates within 
certain latitudes. Eventually, the govern- 
ment expects to increase the latitude 


_ further, then allow companies to set rates 


` without restriction. 


| market, the government at present sets 
` both purchasing and resale rates. The pur- 
| chasing rate is 14% and that for resale, 
1595. The margin on all paper is never 













percentage points. But the government is 
for now determined not to allow the mar- 
-gin between the purchasing and resale rate 
Чо exceed one percentage point, say Fi- 
‘mance Ministry officials. Participation in 


- Seoul: Corporate-finance chiefs from 
South Korea's highly geared companies 
have been flocking to the local bond mar- 
- ket in droves, partly because of the tight 

| supply of funds at commercial banks and 

_ partly out of concern that the government 


. may follow through on plans to deregulate’ 


| interest rates in the secondary markets 
. next year. That would imply a rise in bond 
- “coupons” (nominal interest rates) as the 
` free market took over rate setting from 
. the government. 
-Corporations floated a record Won 1.8 
trillion (US$2.42 billion) worth of corpo- 
. rate bonds in the first nine months of this 
. year with more than a third of the new is- 
_ sues going to finance outstanding debt. 
_ This represents an increase of 168% over 
the amount raised from new corporate 
- bond issues floated during the same 
_ period last year. 
—  Itappears, however, that the bond mar- 
_ket’s new surge in popularity is starting to 
| top off as quickly as it began, affording 
South Korean businessmen a rare glimpse 
of what may be in store for them as the 
шен starts to experiment with 
free-market forces in selected financial 
Sectors. The oversupply in new issues is 
making it harder for securities firms to 
| find buyers. Many, not wishing to lose 
large corporate customers that may prove 
“g itable later, are holding on to the 
. bonds themselves. “In the first quarter we 
placed 70% of the new issues we were ap- 
proached with," remarked one securities 
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CORRECTION 
Nissan Motor Co.'s four non-vehicle divisions 
currently account for less than 2% of its ¥3.9 
trillion (05515 billion) sales. In our report on 


Nissan's diversification (Review, Oct. 15) the 
proportion was given as 22% as a result of a 
typographical error. 


. ernment presently sets the maximum 
^. coupon rate at 12.5%. Under liberalisa- 
y tions proposed tentatively for the first and 
_ second quarters of 1983, the government 


_ —In the case of the commercial-paper 


| more than 1%. Proposed reforms call for 
the rates to be floated within a range of 10 





lion. Thi: is ste be | 
withdrawn as part of the proposed re- 





forms. 

A number of changes in restrictions on 
the call market were announced by gov- 
ernment economists in June. Before then, 
secondary financial institutions were al- 
lowed to lend money on the call market, 
but not to borrow. Now they can do both. 
Insurance companies were also allowed to 
participate. Finance Ministry officials said 
medium- to long-term plans call for secu- 
rities firms to be allowed entrance to the 
call market and later perhaps even pen- 
sion funds. At present, rates in the call 
market are set by the government. 

Although it has a loosely drawn-up out- 
line for the proposed changes, the govern- 
ment admits there is no formal timetable. 
Each new change in the financial sector 
will be unfolded as the effects of preceding 


reforms are gauged. Шш 


Rushing for cover 


South Korean companies seek to 
tapping the corporate-bond marke 


pay off debt by 


broker. “Now we are only placing 20%.” 
The glut of new issues is also taking its toll 
on underwriters. The oversupply has 
pared their margins to next to nothing as 
yields fell to 13-15%, the lowest in the 
market's 10-year history. 


he introduction of new issues shot up 
rapidly after the government cut the 
commercial-bank lending rate in June from 
14% to 10% in an effort to stimulate the fi- 
nancial sector in the wake of the kerb- 
market scandal. At the same time, the 
coupon rate for corporate bonds was 
dropped five points. Corporate bonds 
with maturity rates of three and four years 
carry a 12.5% coupon. This is 10% less 
than those issued à year ago. 
Government statistics show that much 
of the new capital is going towards debt 
servicing, especially towards the re- 
scheduling of expensive (by South Korean 
standards) 18% Euromoney. Corpora- 
tions raised Won 698 billion from the 
Euromarkets during the first three quar- 
ters of 1981. During the same period this 
year they repaid 41% of that total. 
Companies floating some of the larger 
issues include: Hanil Synthetic Fibre, 
Won 50 billion; Samsung Electric, 
Won 44 billion; Gold Star, Won 40 billion; 
Daewoo Heavy Industry, Won 33 billion, 
and Daelim Industrial, Won 30 billion. 
New issues of government bonds, 
meanwhile, have increased 6% over the 
first three quarters of 1981 to Won 1.05 
trillion. A Finance Ministry official said 
the government planned to float an addi- 
tional Won 350 billion-worth of bonds in 
the fourth quarter to finance deficits ex- 
pected after recent tax cuts and a number 
of pump-priming, government-sponsored 
public-works projects. 
— THOMAS CHESSER 





for Bohai 


Japanand China agreeto spend 
more and speedtest-drilling in 
this key offshoreoilarea 


By Mike Tharp 
Tokyo: Japan and China have quietly 
agreed to revise the contract governing 
their oil-exploration and development ac- 
tivities in China's Gulf of Bohai. The 
Chinese authorities have asked the Japan- 
ese to speed up their exploration activity 
in the area. During Prime Minister Zenko 
Suzuki's September visit to China, the two 
sides said they would increase the explora- 
tion budget to US$600 million from the 
original total agreed two years ago of 
US$210 million. s 
They also extended the exploration 
period to seven years from five and plan to 
raise the number of drilling rigs to five 
from the three now in operation. One of 
the rigs was made in Japan and two in Sin- 
gapore. All are owned by the Chinese. 
“We will accelerate exploration and aprai- 
sal work in the area and expect to begin oil 
production in 1985 or 1986 if possible," 
Mo Yabe, executive director of Japan Na- 
tional Oil Corp. (JNOC), told the 
Review. JNOC is the Japanese Govern- 
ment agency responsible for the project. 
So far the partners have drilled four 
wells since March 1981. The first three 
wildcats all proved to have commercial- 
production capability. Yabe estimated 
their output at 3-6,000 barrels of oil a day 
for each well. A fourth well was drilled re- 
cently, but work was halted after electri- 
cal-testing equipment dropped acciden- 
tally into the well. It appeared to be a dry 
hole though further tests are necessary to 
confirm whether it has the potential for 
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commercial production. The partners 


plan to drill a fifth well soon. 

Overall, they will drill 24 wildcats in the 
Bohai concession, as opposed to the 48 in- 
itially proposed. Yabe said seismic-data 
surveys indicate a number of oil and gas 
structures in the area. So far, the oil has 
been considered fairly waxy in content. 
Two French firms, Elf Aquitaine and 
Compagnie Francaise des Petroles, have 
already begun exploration in the northern 
part of the Gulf of Bohai, but JNOC has 
no details on their progress. Under 
JNOC's contract with the China National 
Offshore Oil Corp tre two! sides ill de 
vide evenly bo(weepothen the tetal-vol: 
ume of oil that may u t 
gulf, after sima d 
exploration and development. China's oil 
corporation will pay any tax due to the 
Chinese Government. 

Japan's petroleum-industry press has 
reported that total capital investment for 
the Bohai development will have to be in- 
creased nearly threefold to US$590 mil- 
lion, and capital investment for prospect- 
ing operations more than doubled from 
current projections to US$4.7 billion. 
Yabe, however, declined to comment on 
either estimate. There have also been 
press reports that JNOC is facing a serious 
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shortage of cash, partly because of the Ja- 
panese Government's efforts to trim agen- 
cies’ budgets in the light of massive fiscal 
deficits. JNOC’s executive director noted, 
though, that the corporation's exploration 
budget for this fiscal year (ending March 
31, 1983) rose to X 140 billion (US$518 
million) from last years ¥133 billion. 
Next year's budget is likely to increase 
another 10%, he said. 

Although the Bohai project remains in 
an early stage, Yabe projected that some 
10 billion tonnes of oil could be produced 
from its fields, allowing for a substantial 


WSIdME imported by Japan. Conceding 


e had been “minor troubles" in the be- 
ginning because of Chinese unfamiliarity 
with the international oil industry, he said 
those hitches have now been corrected. 
But still required are larger storage areas 
for any oil taken out of the fields and an 
adequate transportation network. No de- 
cision has yet been taken on whether to 
rely primarily on pipelines, ships or other 
methods to move the oil. There are cur- 
rently about 130 Japanese and 50-60 
Chinese workers at the site. “China is the 
nearest possible source of oil for Japan,” 
Yabe said. “We take a very keen interest 
in future projects in other areas offshore 
China." 


Thecrunchinhiding 


Despite falling prices and shrinking demand, energy 
problems have not disappeared, the IEA warns 


Tokyo: Global energy markets, especially 
the oil market, are likely to remain decep- 
tively stable through the mid-1980s, but 
major supply-demand trends will move 
the oil market into disequilibrium later in 
the decade, the International Energy 
Agency (IEA) concludes in its latest 
World Energy Outlook. It warns that fall- 
ing oil prices could cause complacency 
among consumers and hesitation among 
investors. 

"Energy problems have not gone 
away," said Hiromichi Miyazaki, Japan's 
ambassador to West Germany and chair- 
man of the governing board of the IEA, at 


a press conference. "They are only hid- 
ing behind our economic problems." The 
IEA is an autonomous body set up within 
the 24-nation Organisation for Economic 
Cooperation and Development (OECD). 

The IEA study urges governments and 
the private sector to continue their con- 
certed efforts to diversify energy sources 
and to reduce the share of imported oil in 
consuming countries. “The key issue con- 
tinues to be whether continuing improve- 
ments in energy efficiency, together with 
substitution of other fuels for oil, will be 
brought about by the energy-policy pro- 
cess," the report says. “If not, they are 





likely to be forced upon the industrial 
countries by recurrent sharp oil-price in- 
creases resulting in constrained economic 
growth." 

Basic energy policies in many indus- 
trialised nations have already resulted in 
some progress towards a more balanced 
energy market. Since 1973, energy use 
&па oil use, as a ratio of gross domestic 
product, have fallen 16% and 26% respec- 
tively among OECD nations. Oil con- 
sumption within the OECD fell by about 
8% in 1980 and 7% in 1981. This has re- 
sulted in a decline in oil use of about 6 mil- 
lion barrels a day (b/d) between 1979 and 
1981, and an overall drop of 5 million b/d 
in OECD oil requirements since 1973. 

However, the study suggests it would be 
misleading to credit these positive deve- 
lopments solely to prudent national 
energy policies. To a large extent, the re- 
cent decline in demand is also due to low 
economic growth, as well as chamging 
weather conditions and draws on inven- 
tories. "Rather than eliminating the 
energy problem, these factors actually 
may conceal its long-term nature," it says. 
In addition, the report describes the Mid- 
dle East as “а major risk" that could cause 
another oil shock, especially if the world 
oil market has achieved a relative degree 
of stability. 

Using econometric models, the study 
sketches several scenarios for future 
energy production and use. It suggests the 
following trends: 

» OECD energy demand will grow 
slowly until 1985 from 3.81 billion tonnes 
to about 3.97 billion tonnes. The pace will 
quicken after 1985. 

» Total world oil supply outside cent- 
rally planned economies will be about 50 
million b/d in 1985 and, at best, 53 million 
b/d in the 1990s. 

» Opecislikely to maintain its share of 
total oil supply at roughly 50% , with Opec 
liquids production possibly returning to 
the 28 million b/d level by 1990. 

» Less Opec oil will be available for ex- 
port to industrialised countries because of 
growing requirements within Opec and 
other Third World countries. 

» OECD countries will remain highly 
dependent on imported oil, Their imports 
are expected to range around 21 million 
b/d during most of the 1980s, after which 
they could range between 17-30 million 
b/dby the year 2000. 

Alternate energy-source projections 
show a mixed outlook. The share of natu- 
ral gas in total energy use is unlikely to 
grow over the next 20 years beyond its cur- 
rent 2075, but coal's share could increase 
to 30% of OECD primary-energy require- 
ments from its present 21%. By the year 
2000 nuclear energy might reach 10-11%, 
while other energy sources, including 
hydroelectric power, are estimated to 
cover no more than 10% of projected 
energy demand. This would be double 
present levels. Citing a clear link between 
energy crises of the past decade and 
economic recessions, Miyazaki observed: 
inen) ERD disruptions impede the 
economy, thus discouraging a reasonable 


energy mix." —MIKE THARP 


OCTOBER 22, 1882 e FAR EASTERN ECONOMIC REVIEW 





A new crop of problems 


India may need to import more wheat to keep down 
prices as a severe drought takes its toll 


By Mohan Ram 

New Delhi: India's foodgrain outlook for 
1982-83 is still causing disquiet. After a 
serious drought (REVIEW, July 30), capri- 
cious rains and flash floods from swollen 
rivers, the winter crop is expected to be 12 
million tonnes short of the 84 million- 
tonne target. The summer crop is unlikely 
to make up the losses to achieve this year's 
total target of 141.6 million tonnes, an am- 
bitious level compared with the 1981-82 
yield, now finally estimated at 132 million 





tonnes. Theoretically, the government's 
reserves together with the 2.5 million ton- 
nes of wheat already bought from the 
United States should ensure adequate 
supplies. The major challenge, however, 
will be maintaining price stability. Addi- 
tional imports may be needed as part of 
the government's price-stabilisation oper- 
ation. 

India's foodgrain output has been fluc- 
tuating widely of late, depending as it does 
on monsoon rains. The record 1981-82 
harvest of 132 million tonnes (earlier esti- 
mated at 134 million tonnes) is barely 
higher than the 1978-79 peak of 131.9 mil- 
lion tonnes. In 1979-80, drought conditions 
caused a steep fall to 109.7 million tonnes, 
then in 1980-81 there was a sharp recovery 
to 129.8 million tonnes. It is feared that 
the 1982-83 harvest might turn out to be 
smaller than that of 1980-81. 

The monsoon was late in many states, 
delaying winter-crop sowing. When it ar- 
rived at the end of July officials still hoped 
that, if rainfall was normal in August and 
September, winter crops could be saved. 
But hopes have faded, With most states 
having only scanty rainfall, the monsoon 
has officially been declared a failure. (In 
the Eastern region extensive rains fol- 
lowed the dry spell, causing floods which 
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compounded drought losses.) The gov- 
ernments contingency plans tò meet 
drought conditions included sowing short- 
duration varieties where the rains were 
late. But these have contributed only mar- 
ginally to overall production. The govern- 
ment is now thinking of stepping up the 
area under summer wheat and is trying to 
ensure adequate fertiliser and other in- 
puts. 

Three months ago the government, ex- 
pecting a shortfall, had contracted to buy 
2.5 million tonnes of US wheat. When the 
deal was struck, reserves looked comfort- 
able, standing at 15.5 million tonnes on 
July 1. But they slipped to 13.3 million ton- 
nes by September 1. Experts estimate that 
the government needs a buffer stock of 10 
million tonnes and an operational stock of 
another 8 million tonnes to keep prices 
stable through guaranteed support prices 
for farmers and competition within the 
private retail tradé. 

In 1981-82, the bumper year, India im- 
ported more than 2 million tonnes of 
wheat from the US and Australia because 
major farmers were withholding their 
surpluses from the market to push up 
prices. Thus, in a year of a record harvest. 
there was a sharp rise in foodgrain prices. 
Some superior wheat varieties cost up to 
50% more and the price index for food 
items rose 9% from mid-April to mid-Au- 
gust 1981. After five years of self-suffi- 
ciency, achieved following 25 years of im- 
ports, the record harvest year was also, 
paradoxically, a year of grain imports. 
Critics say the government should have 
acted firmly against those withholding 
supplies to procure more for its own 
stocks, instead of succumbing to the soft 
option of imports. 

Farmers and traders know it makes 
sense to hold on to stocks in a poor harvest 
year in order to obtain a higher price later. 
Consequently, the government will face 
problems building up its stocks at present 
statutory support prices. But if these are 
raised this will prompt a rise in the issue 
price to the consumer under India's infor- 
mal rationing system. With the procure- 
ment target unlikely to be reached, gov- 
ernment reserves at the beginning of 1983 
are expected to be about 11 million ton- 
nes. This will put pressure on prices. Im- 
ports provide one option but that would 
aggravate the country's foreign-exchange 
difficulties. 

Meanwhile, in the absence of open dis- 
cugsion on the parameters of food policy, 
there is no clue to the government's think- 
ing on imports. A few weeks ago it sud- 
denly announced the wheat deal with the 
US after repeated official denials of news- 
paper reports about it. India may well now 
be negotiating new wheat imports. ш 
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Light amid dark 


Erne so-called Group of 77 draws little comfort from recent 
‘events though its new Bangladeshi chairman sounds optimistic 


i & 


_ By Ted Morello 
| New York: Bangladesh's United Nations | negotiations under the UN's aegis. But 
Ambassador Farooq Sobhan, newly elect- | that development was almost the only 
еа. chairman of the so-called Group | positive note in an otherwise grim com- 
| of 77, predicts that the "flexibility" shown | munique issued by the group's three-day 
| by the 125-country Third World bloc will | ministerial-level conference (October 6- 
ıelp to promote the launching of global | 8), held in conjunction with the current 
| negotiations towards а new world | UN General Assembly session. 
- economic order “їй the near future." But Taking such comfort as they could from 
| Sobhan, installed for a one-year term as | events since their annual meeting in 1981, | [Hollai: advocacy thought unlikely. 
- Asia's candidate in the regionally rotated | the ministers "welcomed as a favourable 
| post, is more optimistic than most. The | development the fact that the developed 
more widely held view is that the majorin- | countries, particularly those which had | global negotiations." 
- dustrialised countries — notably the Unit- | participated in the [Versailles] summit . . . Sobhan strongly argued the view that 
ed States — will continue to block any ef- | also considered the launching of global | what is good for the developing nations is 
ective move towards an elusive new | negotiations to be a major political objec- | good for the world generally. Even such 
order, which Sobhan calls “the bottom | tive." prosperous and industrially advanced 
line" of global negotiations. At the same time, the conferees re- | countries as the US could not follow an 
| _ Inan interview with the REVIEW follow- | cognised that acceptance of that concept | economic course in isolation from the rest 
| ing his October 8 election, Sobhan | left the substantive issues untouched. Ac- | of the world. Expanded earnings from 
- pointed out that at the Versailles summit | cordingly, the ministers “expressed the | foreign trade would come from growing 
- conference of the seven leading Western | hope" that the Versailles declaration ofin- | markets and these were in the developing 
| powers in June the US had, for the first | tent would be accompanied by “а real po- | world. By promoting the new economic 
time, accepted the comcept of global | litical will on the part of the developed | order through global negotiations the 
group was not asking for a “giveaway” be- 
cause everybody stood to gain something, 


TRADE . he said. 
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countries for the effective launching of the 










Я Commenting on another section of the 
© group's communique — the passage deal- 


Getting away from Gatt ing with economic cooperation among de- 


veloping countries — Sobhan said the 


Conceding nothing on the vexed issue of trade with the Third World has become “painfully aware 
ЕЕС, Japan now wants to change the talks’ formula of the compelling logic of collective self- 
am reliance." He recalled that at the recent 
т Group of 77 meeting in Manila conferees 
* By Malcolm Subhan identified 11 areas in which developing- 


Brussels: The latest round of talks in the | the obvious danger that the Japanese will | country cooperation programmes were al- 
. European Economic Community's long- | find allies among the developing coun- | ready under way. Among them, he cited 
. running dispute with Tokyo over Japan's | tries. The West Germans, however, want | the agreement to negotiate for a general 
_ trade practices (against the background of | the present bilateral talks to continue. | system of trade preferences which, via 
its huge trade surplus with Western | Whether they will want them to be con- | mutual concessions, aims at breaking 
- Europe) went very much in favour of the | tinued outside the Сац framework, as | down barriers and increasing the flow of 
- Japanese. They managed to score a point | proposed by Japan, is another matter. | trade within the developing-country bloc. 
‘over the EEC at the very end of the bilat- | Other Common: Market countries may Formal negotiations are scheduled to 
eral talks in Geneva, which wound up on | simply dismiss the Japanese proposal as | begin in Geneva in April. Also at Manila 
October 12. This was the third round of | no more than a delaying tactic. High-level | the group agreed to undertake a feasibility 

talks and it was no more successful than | consultations are a regular feature of | study for a Third World bank, to link na- 
_ the earlier ones from the EEC's point of | EEC-Japanese relations, but these twice- | tional institutions into a science and 
view. Worse, the Japanese proposed that | yearly meetings are both too large and too | technology network and to cooperate on 
- the present talks be replaced by regular, | wide-ranging to be really effective. The | achieving food security and on developing 
| six-monthly meetings. Their move will | Japanese apparently envisage meetings | renewable energy resources. 


| only complicate matters for the EEC, al- | which would look only at ways of improv- As one of his first initiatives as chair- 
| ready divided over what to do next. ing access to their market for European | man, Sobhan plans to consult General As- 
-. The talks have been held so far under a | products. sembly president Imre Hollai of Hungary 
_Seldom-used provision of the General Meanwhile, Japanese exports to the | to determine whether he plans to exercise 







Agreement on Tariffs and Trade (Gatt) | EEC fell by 7.5% during the first nine | the same dynamic personal advocacy of 
or preventing the “nullification and im- | months of this year. But imports declined | global negotiations as did his immediate 
pairment" of any of its objectives. This is | also, by just under 5% , leaving Japan with | predecessors: assembly presidents Ismat 
Article 23, paragraph one of which pro- | a trade surplus of US$7.2 billion. Those | Kittani of Iraq (1981) and Rudiger von 
| vides for bilateral talks. But if these fail, | Japanese exports which are being moni- | Wechmar of West Germany (1980). Al- 
| the matter can be referred, under para- | tored by the EEC fell also — by 18% inthe | most certainly, Hollai — considered to be 
_ graph two, to the contracting parties (that | case of cars. Exports of colour TV tubes | an unabashed captive of Moscow — will 
is, all Gatt signatories) for a ruling. declined by 7% and lathes by 29%. But | take no such initiative. While the Soviet 
| "Since earlier this year, a majority | exports of video-tape recorders, which are | bloc pays lip-service to the group and its 
| among the EEC's member states has | not being monitored, nearly doubled dur- | aspirations, its substantive contributions 
wanted to invoke paragraph two, despite | ing this nine-month period. 7 ш | have been nil. fr] 
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The demands made by aerodynamics have led to the emergence of a timelessly elegant 
car in the shape of the Audi Coupé. The generous front and rear spoilers emphasise the overall 
sporty appearance and make for outstanding road holding even at top speed. The Audi Coupé has 
an advanced and powerful 5 5 cylinder 2.2 litre fuel injection e ngine. This 96 kW (130 bhp) unit 
enables the sports coupé to accelerate from О to 100 km/h in 8.7 seconds flat and achieve a top 
speed of 196 km/h. 

Front wheel drive and elaborate chassis design assure optimal driving performance and 
the diagonal dual braking system assures maximum braking power. Halogen headlights, alloy rims 
anda 5 spee «і gearbox round off the picture. When it comes to equipment and luxury the Audi 
Coupé is in a class of its own. Superb examples of this are the sporty seats and dashboard. Here 
function and sportiness are ideally combined. Furthermore the Audi Coupé has room and to spare 
for front and rear seat passengers alike. Audi. German technology at its best. 
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standing design and 


The car pictured is also available in a right hand drive version. Audis are delivered to 120 countries all over the world. Obviously, traffic law 





and type-approval regulations tend to vary from country to country. You may find, therefore, that the models and equipment actually offere: 
forsale in your country differ from the data given in this advertisement. So please ask your nearest Volkswagen and Audi dealer for information 





regarding the range of Audi models and equipment valid for your country 





China remains a mystery to business- 

men around the world. Which is 

why they have a difficult time assess- 

ing China's potential as a market 
à d» diese rex for their products. 

In an extraordinary city, ойор ПОИНИ 


А "DEN СГ TRADE REPORT has helped Chi 
Mandarin International offers Кый илл ана 


i work in doing business with this 
а gr zi hotel. enigmatic country; and helped boost 


their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 

A confidential monthly newsletter. 
Exclusive to 


ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine. 
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When the success of your business 
depends on making the right connections, 
look to the investment banking service 

with connections all over the world. 
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Bank of America NT&SA Member FDIC 


In today's volatile business environment, you need connections to 
get ahead. And Bank of America's Investment Banking Group can help 
you make them. 

Our vast global network and global expertise, plus our multi- 
currency finance experience, give us a worldwide presence few banks 
can match. And give us ready access to world financial markets, both 
public and private. 

The connections we've built over the years, and all over the 
world, can be an important advantage for you. 

As advisors, we have the expertise to guide you knowledgeably 
through complex project financings. We also advise corporations on 
mergers, acquisitions, or divestitures. As financial specialists, we can 
arrange syndicated loans ofall types. We structure, manage and distri- 
bute Eurobond issues. We're a leader in private placements. We have 
an extensive, experienced leasing operation. And we can tap the full 
resources of Bank of America to create unique funding packages com- 
bining investment banking and commercial banking instruments. 

Whether you need capital or just capital ideas, it pays to have the 
right connections. To find out how to make them, call your Bank of 
America Account Officer, or our investment banking specialists in 
Hong Kong, 5 - 2676666, or Tokyo, (81) (3) 214-6942. It’s the first 
connection to your future connections, all over the world. 


Look to the Leader.” 


BANKOF AMERICA Bi 















SE Stem Де 


HE BOEING 757 


ISTHE MOST EFFICIENT NEW 
JETLINER FLYING TODAY 


With fuel savings of up to 47%, the Boeing 757 can keep Southeast Asian airlines a step ahead of rising 
fuel costs. 

The 757 is equipped with quiet, fuel-efficient engines. It's built with advanced, lightweight materials. 
And it features computerized flight controls for the most economical operation of the aircraft. 

The new generation 757 also has a spacious single-aisle design. Overhead stowage compartments are 
large enough to accommodate carryon garment bags. 

And the 757 has the lowest cost per seat mile of any jetliner in its class. It can carry 186 passengers in a 
mixed class configuration and up to 239 all-tourist passengers. 

Fuel efficiency. Advanced technology. Passenger comfort. Add it all up and you'll see why flying will 
continue to be the world's best travel value. BOLING 
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Texasgulf grows to keep up 
with growing needs. 
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Recently, Brown & Root was called to 
help Texasgulf Chemicals Company expand 
its fertilizer producing facilities near 
Aurora, North Carolina. Brownbuilders 
constructed the original plant in the mid- 
1960's as well as providing the engineering 
for the concentrator and calciner sections. 
They were also involved in the two pre- 
vious expansions of this fertilizer complex. 

Texasgulf's most recent expansion was 
highlighted by the construction of the 
world's largest single train sulphuric acid 
plant. The new facility, capable of produc- 
ing 3,100 tons of sulphuric acid per day, is 
part of the expansion that raises Texasgulf's 
phosphorous pentoxide (P205) produc- 
tion capabilities to over one million tons 
per year. 

Brown & Root also erected a new super- 
phosphoric acid plant, as well as a diam- 
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monium phosphate plant and many other 
projects termed off-site work. 

The new Texasgulf expansion, adminis- 
tered by Texasgulf's construction manage- 
ment team, called for the coordination of 61 
subcontractors with 130 different contracts. 
Some 20,000 cubic yards of concrete were 
poured and 517 miles of various wires and 
cable installed. Brown & Root's Minerals 
Industries and Heavy Construction Group 
workforce peaked at 900 employees. 

And once again, Brown & Root finished 
on time and on budget. 
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If only we could fly the Taj-Mahal 
to every city in the world, we would. 


Experience the grandeur of a bygone era aboard Air- 

India's Orient Express 

Somehow the world seems smaller and distant places 

Seem nearer when you fly Air-India 

Maybe it's the luxurious and distinctive fleet of 747s 

Maybe it's the convenient flight schedules to 4 4 cities 

around the world. Maybe t's the gentle hostess who 
= Serves you as if you were the only guest 


Official Carrier It's all this and more that makes Air-India's Orient SAINZ- OPI AD ALA 
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QdddddAddAddddddddadadaaddaadaaaaaaaacC 





What Morgan Guaranty's 
expansion in Los Angeles means 
to multinationals and banks 
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In the foreign exchange trading room of Morgan's new Los Angeles offices are, from left, John Hayes, operations; Irene Hashimoto, bankers’ 





acceptances; Patricia Hand, foreign exchange advisory; Frank DeBenedictis, foreign exchange trading; and Samuel Mills, banking 


Morgan Guaranty Trust Company 
has increased the number of officers 
and support staff in its offices in Los 
Angeles, and moved to new and larger 
quarters. Here both our international 
banking subsidiary, Morgan Guaranty 
International Bank, and our Los Angeles 
representative office have broadened 
the range of services available to clients 
all around the Pacific Rim as well as in 
the western United States. 
Broad financial services 

This expansion reinforces our interest 
in the growth of the entire region, and 
demonstrates Morgan's commitment to 
serving the banking needs of multi- 
national companies and financial 
institutions. 

One example of what this means to 


you is Morgan's new foreign exchange 
department, shown above. Now our 
West Coast foreign exchange traders 
and advisors, working with our bank- 
ing officers, can help vou minimize 
currency exposures and take advantage 
of hedging and arbitrage opportunities 

Morgan Guaranty International 
Bank, which also has an office in San 
Francisco, is a major provider of inter- 
national loans, including those for 
acquisitions. Its other services include 
bankers' acceptances, commercial and 
standby letters of credit, and domestic 
and international collections 

A large bank, a *small" bank 
When you work with MGIB you are 
dealing with an "Edge Bank" that has 
capitalization of S220 million. Yet the 


The Morgan Bank 


close attention and personal service 
vou get are those you usually associate 
with a small bank. 

Through our Los Angeles offices 
you also have immediate access to the 
worldwide Morgan network of special- 
ists in the whole range of financial 
services, from cash management sys- 
tems to Eurobond underwriting, from 
export financing to private placements. 

Ask Morgan 

For more on the added value in a rela- 
tionship with Morgan, get in touch with 
the Morgan office in your area, or write 
to Frank R. Rosenbach, Vice President 
and General Manager, Morgan Guaranty 
International Bank, 444 South Flower 
Street, Los Angeles, CA 90017; tele- 
phone (213) 489-9345 
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If you like to stay fit, you'll like staying massage in Tokyo. Of course, at all our 
with us. Because at every one of these hotels, in all these places, you'll also find a 
hospitable hotels in Asia/Pacific you'll find full range of business services. So next 

a swimming pool and a health club. Come time you travel on business, stay where 








jog with us in Hong Kong. Work out in you can play as hard as you work. Call 
our Singapore gym. Play squash with us your travel agent, Hilton Reservation 

in Kuala Lumpur. And enjoy a set or two Service or any Hilton International hotel. 
of tennis in Jakarta. A soothing sauna Hilton International hotels will open in 
awaits you in Manila. And a vigorous Seoul and Bangkok in Summer 1983. 
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HEACWORMIT by Frank tam 


Although a high baht and low commodity 
prices are hurting exporters, there is no 


great pressure for another devaluation, : 


either directly against the dollar or by fix- 
ing the baht to a currency basket. The 
willingness to accept a high baht is partly 
because many imports — even from Japan 
— are invoiced in US dollars, and partly 
because of an innate conservative prefer- 
ence for a staple rate against the main 
trading currency even if there is a short- 
term cost to export competitiveness and 
incentives to producers. 


he turnabout of the past year has been 

exceptional. However, it is not entirely 
sustainable. Export growth by volume will 
soon come to a halt becquse of relatively 
weak agricultural output this year. And if 
import demand fails to pick up that will be 
evidence of a gloomy investment perfor- 
mance which will affect future output 
growth. But, two major points have been 
proved: first, that the bureaucracy is eager 
and able to devise and implement adjust- 
ment policies; secondly, that this over- 
whelmingly small-scale, private-sector 
economy responds as almost any other to 
the price signals and pressures of the mar- 
ketplace. Most specifically, allowing 
energy prices to rise, the government has 
cut energy imports and reined in both pri- 
vate consumption and the public-sector 
deficit. The baht devaluation temporarily 
encouraged exports and reduced imports. 
And high interest rates reduced overall 
demand pressures and capital-goods im- 
ports. 

There is now a feeling in some quarters 
that the government is being over-cau- 
tious. Although interest rates have come 
down a little, they are still very high in real 
terms with prime rate more than 10 per- 
centage points above inflation and well 
above the levels needed to sustain short- 
term capital inflows. There is no doubt 
that the bureaucracy has been keen to 
reassert its traditional caution after a 
period when this was upset first by politi- 
cal to-ing and fro-ing under the govern- 
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Thai farming: poor yields but tremendous opportunities. 
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ment of former prime minister Kriangsak 
Chomanan and then by the aggressive 
growth-oriented policies of Boonchu 
Rojanasathien, economic overlord irf 
Prime Minister Prem Tinsulanond's first 
government, which combined with exter- 
nal factors to create the inflation and cur- 
rent-account problems of the 1979-81 
period. Now, a combination of Prem's 
cautious political style with the presence 
of a bureaucrat, Sommai Hoontrakul, in 
charge of the Finance Ministry, and force- 
fully -cautious central-bank governor 


* Nukul Prachuabmoh has put stabilisation 


first. They have made it abundantly clear 
that they will err on the side of caution and 
will not sacrifice stability in the search for 
faster growth. 

° Such an attitude may not sound like 
much of a reason for recommending Thai- 
land as the growth country of the region. 


is in for a sustained period of slow growth 
in trade and high cost of capital, then 
countries which have moved to change 
gear smoothly to the new circumstances 
(rather than having it rudely forced upon 
them at a later date) will be in the best 
position. Thus the continuation of high in- 
terest гагеѕ іп Thailand long after they 
меге, necessary to attract capital can be 
seen as reflecting.a desire to.achieve a last- 
ing increase in the rate of savings; and en- 
courage labeur rather than 


capital-intensive develop- 
ment. 
Underlining the point 


that the policies are; not 
short term, the fifth plan 
makes "restoring economic ` 
and financial stability" a key 
goal, including cutting the 


public sector's share of both Depe 
consumption and invest- Eos 


ment over the period to 
11% and 8.1% from 12% 
and 9.8% respectively in 
1980; raising tax« revenue 
from 14% to 18% of gross 
domestic product, thereby 
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Source: Bank of Thailand. 


reducing its dependence on borrowing, 
and raising private-sector savings from 
19.5% to 22.6% of GDP. 

These are merely: projections and ex- 
trapolations but the authorities seem par- 
ticularly determined to achieve the plan 
targets of bringing the current-account de- 
ficit down to 4% of GDP and the public- 
sector deficit to some 3.5% of GDP over 
this period. If reaching or exceeding these 
targets seems likely to be given priority 
over other targets, so officials will proba- 
bly be prepared to see budget and GDP- 
growth objectives, cut rather than risk 
jeopardising stabilisation efforts, 

Not only are current-account deficits 
going to be sharply cut in relative terms, 
but a growing proportion should befi- 
nanced by long-term, partly concessional, 
multilateral and bilateral official loans. 


la | The World Bank's commitments are’ ex- 
ut if — and it is a probability the world | 


pected to average US$700 million a year, 
with US$400-S00 million annually in dis- 
bursements. 

Commercial-loan | requirements аге 
likely to be modest and should be mainly 
satisfied by export credits linked to major 
industrial projects. Even after several 
years of high current deficits, total gross 
external debt was.an easily manageable 
US$7.9 billion at the end of 1981. The 
debt-service ratio last year was 14.5%, re- 
latively:high: because of the structure of 
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partial price stabilisation — which would 
encourage longer-term thinking by far- 
mers — is a long way off. 

But it is not just wishful thinking to say 
that the nation's terms of trade — and 
hence those of its farm exporters — can- 
not get much worse than they are now, 
particular as energy and fertiliser prices 
look set for a sustained period of stability 
or weakness. With their low input costs, 
Thai farmers have a better chance of stay- 
ing in business through a long period of 
low prices than most of their competitors. 
One problem is that many of those com- 
petitors are subsidised. 

But if Thailand can increase its agricul- 
tural @utput rapidly, and its exportable 
surpluses even more so, can it sell them? 
Once-booming tapioca production has 
run into a European roadblock. Sugar is in 
vast oversupply worldwide. Rice exports 
face problems because of subsidised US 
exports, the grotesquely protected Japan- 
ese market, the return of Burma as a sub- 
stantial exporter, the general narrowness 
of the rice market and the efforts of many 
Asian countries to be more self-sufficient 
in rice than economics would justify. But 
with the ratio of rice to other grain prices 
at an all-time low there is hope of an early 
recovery. Meanwhile, it has been shown 
that Thailand can produce rice profitably 
at almost any conceivable world price. 


here are other crops for which there is 

greater potential for increased export 
output than rice. One is maize, which could 
benefit from shifts out of marginal rice 
land as well as increased inputs. Thailand 
has such a small share of the world market 
that a large increase in its production 
would not significantly influence the 
world price. The same applies to lesser 
crops such as beans and oilseeds. And in 
sugar and rubber, Thailand is only a mid- 
dle-ranking exporter. Although any food 
exporter must face the problems of sub- 
sidised European Economic Community 
exports and Japanese protectionism plus 
the self-sufficiency goals of some of the 
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richer Asian countries, it is difficult to see 
significant problems arising for Thailand's 
food-production efforts given that: 

> Itis the only regular, large-scale food 
exporter іп. Asia. Part of this continent 
lives permanently on the edge of a serious 
food shortage, while another part is mov- 
ing from subsistence to a protein-rich, 
partly imported diet. 

» The existing diversity of Thai agricul- 
ture should enable its share of world food 
trade to grow rapidly. 

» Most important, Thailand is a highly 
competitive producer of many food crops; 
its farmers can, without subsidy, produce 
sugar cheaper than Filipinos, rubber 
cheaper than Malaysians, pigs and chic- 
kens cheaper than the Danes and rice 
cheaper than anyone. 

Thailand is thus more comfortably 
positioned than either those with a nar- 
rower agricultural export base, those re- 


Light industry: lower-cost route to meet vast domestic demand. 
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liant on long-gestation tree crops or those 
producing substitutable industrial raw ma- 
terials. Thailand also Has the ability to 
consume more of its growing food output 
domestically as the extension of the cash 
economy апа · the growth of industry 
create demand for higher value-added 
farm products such as meat and fruit. And 
there is scope for import substitution at 
reasonable cost. All in all, export-led 
growth will mean faster growth. But it 
does not have to be export-led. 

Agricultural growth also has direct link- 
age to industries with fairly low import 
contents: the processing and packaging of 
food and the production and servicing of 
machinery, Thailand already has a sub- 
stantial small-scale industry making cheap 
(but low-quality) machines powered by 
locally made small diesel engines. The 
scope for increased use of machinery, par- 
ticularly where economics demands more 
intensive cultivation, is huge. 

The fifth. plan's overall industrial- 
growth target is quite modest — 7.6%. 
Exports are seheduled to grow by at least 
15%. which may be optimistic in a tight 


world market. The lower overall growth 


target is partly due to a rationalisation of 
industry through tariff reductions, easing 
of local-content requirements and other 
moves against protection which are being 
aided by World Bank structural-adjust- 
ment loans (REVIEW, June 4). 

In very broad terms, the strategy is to 
follow the newly industrialised countries 
in the highly competitive manufacture of 
light-industrial products for which there is 
both vast potential domestic demand and 
some export potential, without following 
them down the road of diversification into 
capital-intensive basic steel, other metals, 
heavy-chemical and engineering indus- 
tries. The only exception to this is the 
domestic gas-based petrochemicals indus- 
try. 
The government has in the recent past 
found itself sucked into capital-intensive 
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The right man 
for your business 
dealings in Brazil 
wears this emblem 
in his lapel. 


To assist you with your 
business ventures in Brazil, 
there is one ideal man: the 
manager of Banco do Brasil. 
Why? Because he knows Brazil 
better than anybody else... 
and knows precisely how 

to orient you in your business 
transactions and investments, 
Today, Banco do Brasil offers 
you the convenience of 2,000 
bank branches located within 
Brazil plus a network of 70 
foreign offices located in the 
world's key financial centers. 
Through these combined 
agencies, Banco do Brasil 
provides a complete and 
versatile array of banking 
services... services designed 
to help businessmen in their 
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commercial transactions as 
well as providing financing for 
the importation of Brazilian 
proms and services. 

rough its size and expertise, 
Banco do Brasil stands 
as the main financial agent 
of the Brazilian nation, 
a principal link between 
foreign importers and 
Brazilian exporters 
Last year, Brazilian exports 
totaled 23 - billion U.S. dollars 
and comprised such major 
items as household ees ا ل‎ 
aircraft, shoes, textiles, 
medical-hospital equipment, 
diverse technologies, and 
countless other products and 
services to markets spanning 
the-world. 
With a population of 120 - 
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million, over half under 20 
years of age... and with a GNP 
of more than 236 - billion U.S. 
dollars, Brazil is fast emerging 
as a formidable member 
of the world economic scene 
So, if Brazil looks promising 
to you, rely on the man with 
the Banco do Brasil emblem in 
his lapel. He really knows how 
to help you with your business 
dealings, investments, and 
joint venture enterprises with 
razilian businessmen. 
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manufacturing enterprises — am zinc 
and others — but resistance to such ven- 


tures has stiffened. Plans for sponge-iron 
and alcogas plants have been shelved, and ` 


even the much-touted eastern seaboard 
downstream petrochemical plants are 
likely to remain at the blueprint stage until 
such time as the private sector and the In- 
ternational Finance Corp. — the World 
Bank affiliate which is making feasibility 
studies and may put in equity — are con- 
vinced they are worthwhile. 

Thailand's progress with the exploita- 
tion and downstream development of its 
offshore gas has been a classic story of the 
bureaucratic delays and infighting which 
are retarding Thai industrial development 
and the reduction in dependence on im- 
ported energy. However, planners see 
some pluses emerging from the delays: the 
impact of gas on the balance of payments 
is fairly gradual; there has been no ill-con- 


sidered rush into expensive ‘heavy indus-- 


tries, and infrastructure spending is being 
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However, lake the view 


that they will not want to be left out of big 
projects even if the yield is low. Foreign 
equity will be welcome and local industrial 
users and distributors of petrochemical 
products are expected to want a stake. 


The projects will be spread over several - 


years and will have high debt-to-equity 
ratios. : 


P os manufacturing industry generally 
is characterised by small to medium- 
sized enterprises unable to tackle major 
projects on their own. Channels for 
mobilising other sources of local capital 


are not well developed. However, this has 


meant that industrialisation has generally 
taken place in арын, non-capital- 
intensive areas. Some sectors of Thai in- 
dustry — notably textiles — are competi- 
tive internationally across а broad range 
of products, exporting directly and feed- 





Bangkok oil refinery: import dependence to be reduced. | 


spread over a longer term so that there is 
not an excessive concentration of scarce 
government resources on the eastern sea- 
board at the expense of rural development 
and job creation. 

As it is, the government is going ahead 
with а 055300 million gas-separation 
plant and a liquefied petroleum gas plant, 
plus a big fertiliser complex. But plans for 
ethylene and downstream-product plants 
will proceed according to the degree of en- 
thusiasm of the private sector. Investors, 
in particular, will want to be assured that 
the domestic market can absorb the 
majority of the output and not have to 
compete on a world market flooded by the 
products of both Opec and neighbouring 
countries using artificially low feedstock 
prices. 

Another constraint, according to many 
in the private sector, may be the shortage 
of local capital. The public is unlikely to 
rush to subscribe to risky new ventures. 
The banks, the biggest potential source of 
equity, are constrained by restrictions on 


ing the garment business — unlike, for 
example, the Philippines, where garment 
exporters mainly use imported textiles. 

There are other areas — car assembly, 
for example — in which local industry is 
hopelessly high in cost. But there is plenty 
of scope for increasing local content in 
such fast-expanding industries as clectri- 
cal appliances, which are benefiting from 
the impact of rapid rural electrification. 
Industry has its problems. Reform of the 
tariff structure to encouragé exports, and 
to reduce and rationalise protection, is 
politically difficult. Thailand's business tax- 
ation system, which levies tax on turn- 
over rather than value-added, is a source 
of great confusion (and corruption) and 
encourages vertical integration at the ex- 
pense of specialisation. Although recog- 
nised as a major obstacle to industry, it 
will not be easy to change. 

The Cambodian market for cheap tex- 
tiles and trade goods has been lost, 
perhaps permanently, offsetting rapid 
growth in border trade in manufactures 


| with Burma. Hopes that foreign investors 





will set up export-oriented industries on 
the eastern seaboard as the infrastructure 
there is put in place may be exaggerated 
and growth potential in Western markets 
may be slight. But a continuing expansion 
in the rural sector should ensure growth in 
demand for manufactures. Domestic com- 
petition and reform of the tariff structure 
(which even now is not uniformly highly 
protective) should ensure that goods can 
be produced at prices which do not choke 
off demand. Meanwhile, Thailand should 
benefit from the low input prices for basic 
products resulting from over-investment 

у the region's more ambitious indus- 
trialisers. ; 

Thailand's own most ambitious goal is 
to reduce dependence on imported 
energy. Oil imports provided 75% ‘of 
energy in 1981 at a cost of Baht 65 billion, 
constituting 30% of imports. The aim 
under the fifth plan is to reduce energy- 
consumption growth to 4.8% from 795, 
and actually to cut oil imports by 3% a 
year so that by 1986 oil imports will ac- 
count for only 46% of energy use. The 
means is a combination of higher prices 
with the shift of power generation from oil 
to gas, hydroelectri¢ plants and locally 
mined lignite. Problems are already being 
experienced meeting gas-production goals 
(REVIEW, Oct. 1) and hydroelectric- 
power development is facing delays from 
— among others — conservationists. But 
failure to meet all the energy targets 
would not be disastrous, particularly as 
imported energy prices are likely to de- 
cline in real terms over the medium term. 

There is à view of Thailand that holds 
that just as growth looks about to slow to a 
crawl, along comes Lady Luck with some 
new and unexpected stimulus. Once it was 
US military spending, then tourism, then 


the tapioca-and sugar booms and now gas. 


is view now holds that without gas, 
Thailand would be in a mess. The reality 
of the Thai economy is less subject to 
chance. It is highly adjustable to external 
circumstance — an adjustment delayed in 
1979-81 by the expectation of gas. And the 
big-boom industries have disguised the 
fact that it is constantly broadening its 
base. 

For example, between 1976 and 1981, 
exports of canned fruit more than doubled 
in value to Baht 2.1 billion; gemstones 
rose fivefold to Baht 4.5 billion (and 
perhaps twice that amount after account- 
ing for unrecorded exports); tobacco went 
up 80% by volume, mung beans doubled, 
rubber rose 20%, tin was up 50% by vol- 
ume and garment exports rose 250% by 
value. There have been declines, too; But 
in all, Thailand is in a strong defensive 
position to come through international 
turbulence relatively unscathed. And if 
the terms of trade turn sharply in its favour 
for a sustained period, farmers will re- 
spond with a boom in output; and manu- 
facturing and employment will get a big- 
ger boost from consumer demand than 
from half-a-dozen petrochemical pro- 
jects. On a five- to seven-year view, Thai- 
land may be the best two-way bet in the re- 
gion. ш 
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power plants often use turbines of 55-mw. — 
capacity, which are considered economi- — 
cal. Thus, capacity figures are frequently. — 
multiples of 55.) Japanese-understanding — — 
is that Jakarta wants to develop. some- 
what unrealistically, 1.000 mws Бу 1990. 
When Pertamina president director 
Judo Sumbono personally requested | 
Tokyo's cooperation. in , peothermal- 
energy development earlier this year. the 
Japanese were ready to seize the opportu- | 
nity. The relative reliability of Indonesia 
as a-supplier of resources had raised the 
country’s importance in the minds of 
Tokyo's policy planners. Cooperation in 
geothermal-energy development would 
mitigate the image of Japan as providing 
aid only towards activities from which it 
reaps direct benefit. At the same time, it 
would’ help ensure that Indonesian oil 
kept flowing to Japan. Geothermal- — — 
energy development here would also 
create demand for Japanese manufactur- — — 
ers, particularly of steel pipes and tur- — 
bines. In fact, GENZL's pilot plant һава — — 
Japanese turbine and there is a good ~ 
chance that the geothermal steam de> — 
veloped by Union and Pertamina will 
power turbines made in Japan. 
Geothermal-power development comes 
in two stages: the search for. and 
development of steam — which comes - 
under Pertamina’s jurisdiction — and | __ 
electricity generation, for which the com> | 
petent authority is the state power com- 
pany. Perusahaan Listrik Negara (PLN). — 
Union's expertise and interest are only In 
the first stage. (Typically, a suitable area — — 
— one where red-hot magma heats the | 
rock formation above it, which in turn ` 
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Philippine geothermal plant: ambitious plans in Jakarta. 
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A good head of steam 


The Japanese are pushing hard for the major stake 
in an Indonesian geothermal-power project 





By Susumu Awanohara 
Jakarta: A Japanese consortium compris- 
ing some 12 leading companies. which is 
bidding for a US$200 million geothermal- 
power project in West Java, took great 
pains to prepare for Indonesian President 
Suharto's visit to Tokyo from October 19- 
22, The plan was for Prime Minister 
Zenko Suzuki to-express Tokyo's eager- 
ness to turn the venture into a Japanese 
National Project which. like the Asahan 
aluminium. project. in Sumatra, will re- 
ceive full Japanese Government backing, 
including cheap finance. The consortium 
was hoping Suharto would choose the Ja- 
panese for the project during his visit. 
though Jakarta would still have to go 
through the motions of an international 
tender, which closes on November 1. 
Faced with an all-out Japanese offen- 










Although geothermalpower plants may 
always be. viewed as back-up capacity. 
there are, nonetheless, ambitious plans to 
build them. At present, the field is wide 
opens GENZL's 30-my, pilot plant — a 
‘New Zealand aid project — will start op- 
eration shortly and GENZL and its local 
partner, the state oil company Pertamina, 
are now working On plans to increase ca- 
pacity by 110 mws. 

Union Geothermal. also working with 
Pertamina, hopes to generate the first 55 
mws of powerby 1987. and 330-440 mws in 



















heats any water in the formation to pro- _ 
duce steam — is located by geological and b. 
other means. Holes are bored to capture з 
the pressurised steam which. after proces- 6 
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CONSTRUCTION & DEVELOPMENT ' 
CORPORATION OF THE PHILIPPINES 


sive to à the promising росна USDLS 17,000,000 
energy development field їп Indonesia. Short Term Facility 
Union Geothermal of Indonesia, a sub- т F. 
sidiary of Union Oil of the United States Guaranteed by $ 
— a leader in the technology — has been THE NATIONAL DEVELOPMENT COMPANY 
probing the possibilities of joining the Ja- < 
panese, The Japanese are Жетен Managed by 
Their current. partner, eothermal OMO MITED 
Energy New Zealand Lid (GENZL). THE SUMIT. BANK, Lt 
which has been in Indonesia the longest. is Provided by 
now worried that itmay be dumped by the The Sumitomo Bank, Limited 
Japanese consortium. Hong Kong Branch 
Reasons for Japanese enthusiasm over 1 
Indonesian geothermal development are Toyo Trust Asia Limited 
not- hard to find. Concerned that the Bank of Scotland ` z 
domestic consumption of. vital oil re- PK Christiania (Hong Kong) Limited 
sources is growing faster than production, 
Jakarta. has emphasised development of Agent 
alternative sources of energy. including THE SUMITOMO BANK, LIMITED 
natural gas, coal and geothermal. There is 
much volcanic activity in Indonesia, hence Arranged by 
great potential for geothermal electric- The International Corporate Bank 


power generation — estimated at 10- 
15.000 mws. y 


sing to remove impurities, is piped to tur- 
bines. Much of the technology involved is 
relatively new.) меж 

While the Japanese see great potential 
for hardware sales, they would like to use 
the opportunity in Indonesia to learn first- 
stage technology too. Japan also has vol- 
canic activity; the Japanese have their own 
technology for locating and trapping 
geothermal. steam, though they ‘concede 
they are behind the likes of GENZL and 
Union. In fact Union has a current pro- 
ject in Japan with trading company Nissho 
Iwai. Even before three new arcas for po- 
tential development came up for tender 
recently, the Japanese, like other in- 
terested parties, focused attention on one 
of them, the Darajat district, which has 
proven steam potential. Along with'areas 
being worked on by GENZL апа Union, 
Darajat is in West Java. Three trading 
companies — Marubeni, Nissho Iwai and 
Mitsui — have been coordinating efforts 
to grab a slice of the action. 

Earlier this year Japan-Indonesia Oil, a 
Japanese joint venture with Pertamina 
which channels Indonesian oil to re- 


fineries and power stations in’ Japan, 





joined the consortium. GENZL had been 


brought in last year to share its general ex-* 


pertise and intimate knowledge of the re- 
gion. Meanwhile, the Japanese consor- 
tium, prodded by Japan's Ministry-of In- 
ternational Trade and Industry (Miti). has 
expanded considerably in recent months, 
takihg in other giant trading companies, а 
major steel. manufacturer: and top. con- 
struction companies. among- others. 
Under the Japanese system. such a line-up 
is considered necessary for the venture at 
hand to become a National Project, eligi- 
ble for lavish Japanese Government sup- 
port. 

Just before Suharto left Jakarta for his 
16-day overseas tour. at the end of which 
he stopped in Tokyo. Miti organised а 
high-powered mission of consortium 
members to Indonesia to press the Japan- 
ese case. The delegation, which included 
top bankers and energy economists. was 
led by the president of the semi-official In- 
stitute of Energy Economics, Toyoaki 
Ikuta, who had been Miti's leading energy 
expert before he changed jobs. The mis- 
sion met top officials of Pertamina, PLN 
and. the Mining and Energy Ministry to 


, tion for Darajat was only for 









JA es 


explained that though 





the first stage 
of developing the steam, and did not in- 


clude the construction of power plants, - 


the consortium regarded both stages as a 


package and wished to undertake both.. 
The Japanese, apparently, wanted to | 


make sure that their weakness in.steam 
development would be made up for by 
what they can offer in power generation 
and in attractive financing terms. 


Acum to some Indonesian officials, 
the Japanese kept pointing to.the so 
far highly successful Asahan project — 
Japan's first. National Project overseas — 
saying that Darajat would enjoy similar 


support from Tokyo. Although it is not’ 


likely that the Japanese delegation made 
firm commitments on any specific financ- 
ing scheme, the REVIEW understands that 
the consertium expects substantial sup- 
port in the form of equity and very soft 
loans from the official Overseas Economic 
Cooperation Fund (OECF). 
The total cost of generating 110 mws of 


electricity at Darajat is estimated at about 


> 


Power station control room; distribution area: search for new energy sources, 


¥50 billion (US$186.4 million). About 
half of this will be spent locally, mainly on 


drilling. while the remainder ‘will go to- 


purchase hardware. A likely development 
is that, after a detailed feasibility study. 
the Japanese consortium will set up a com- 
pany to execute the project. capitalised at, 
say. 30% of the total cost, or ¥15 billion. 
The hope is that OECF will directly pay 
up 30% of this ¥15 billion. The Japanese 
consortium members would divide among 
themselves 60% of the capital and 
GENZL would be expected to take the re- 
maining 10%, As to the additional X35 
hillion needed for the project, the consor- 
tium will have to raise it in loans. The 
group is hoping that, as with Asahan, 
OECF and other government-aid agen- 
cies will provide a chunk of the needed 
loans, while the Export-Import Bank of 
Japan would extend another portion to 
cover hardware sales from Japan. This 
would prevent borrowing substantial 
amounts at stiff commercial terms. 
Privately. some Indonesian officials say 
the Japanese will win the Darajat tender. 
Some point out that Jakarta likes to 
spread contracts across nationalities and 


“the Japanese haven't had a chance yet." 


Others say Japanese technology in steam 


devel nt is under-rated. Cheap fi- 


nance is obviously another factor. Expert 
opinion is that. Total of France and 


Amoseas of the US, a Caltex affiliate, 
which are also interested in Darajat, are 
now placing their hopes on the two other 
districts up for tender. Union, however, 
remains a strong contender for Darajat — 
or so the Japanese think. Union has a 
proven record in steam development in 
the US as well as in the Philippines. 

But there are signs that Union itself is 
not so confident. A Japanese consortium 
official in Tokyo claimed to the REVIEW 
that Union had approached the Japanese 
group to see if the two parties could coop- 
erate on the Darajat project. Ikuta ruled 
out the possibility when he was in Jakarta. 
But contact between both sides is main- 
tained in Tokyo, the same consortium of- 
ficial said. One of the snags seems to be 
that Union wants to take on a greater role 
than the Japanese consortium is willing to 
give it. “If Union is to come in, we want it 
not as a principal operator of steam deve- 
lopment but only as one of the partners. 





PHOTOS WALTER BANE SS 


Union's job scope must be limited particu- 
larly if Darajat is to become a [Japanese] 
National Project." the official said. 

GENZL is, obviously, not amused by 
the supposed contact between the Japan- 
ese and Union. The Japanese say it is "un- 
thinkable" that they would drop GENZL. 
even if they were also to team up with 
Union. But GENZL's and Union's exper- 
tise overlap. and they would have some 
difficulty dividing work. Meanwhile, the 
Japanese, and also some Indonesian offi- 
cials, seem to feel that Union has greater 
expertise and resources in the geothermal 
field, though the truth of this observation 
is challenged by GENZL officials. 

The Japanese consortium was leaning on 
Suzuki to impress on Suharto that Japan 
wants to help. Now it will also try to con- 
vince Suharto and his team that Suzuki's 
resignation as prime minister will not af- 
fect Tokyo's position regarding energy co- 
operation with Indonesia. Although there 
may not be enough time for a deal to be 
worked out with Union, some Japanese 
are clearly interested. This may, however, 
simply be because they want to supply 
hardware to Union-related projects. 0 
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We're out to 
make Asia's first airline 
Asia's first airline. 





















\ \ nee " 
я Mcr aes Asia's 
ME р: airplanes 
across the Pacific 


to San Francisco were Philippine Airlines DC-4's. 
Today we fly 747's daily across the 
Pacific; four evenings weekly to San Francisco 
and three evenings to Los Angeles. 
You'll find the latest wide-bodies on Asia's 
very earliest airline. 







When youre traveling 
to foreign lands, a little 
gentleness goes a long 
way. Especially on 

Philippine Airlines. 

Our beginnings go 
back over 40 years. 
> But our tradition of 
Û Philippine hospitality 
ШЕЙ goes back 1,000 years! 






Back in the '405, 
Philippine Airlines was the 
first Asian airline to serve in-flight food. Since then, 
we've cooked up some great new dishes. Not just elegant 
Continental entrees and special Philippine delicacies. 

We pioneered in serving Frances Nouvelle Cuisine. 
Passengers raved about it, and Plaisir Gastronomie 
called it the world's finest in-flight cuisine. 


We started 

in 1941. By 1946 

we were the first 
Asian airline to 

fly internationally, 
first to serve 

Europe and now the 
first airline in the 
world to offer 

14 full-length, stretch- 
out beds as part 

of our First Class 
“Cloud Nine” service. 
It’s the very last 
word in overnight 
accommodations 

on the very last 
word in 747%. 





| A i á d 3 УЗ] 
pastes | - e uer 
4 2 
{ ( À 7 чИ) 
* Бен C NEM NM шы pue ЭЖ» ма GM EE uu i й ! | aes EP Sa’ 
* у . . 78 
г Amsterdam Athens Bahrain Bangkok Brisbane Canton Frankfurt Hong Kong Honolulu Jakarta Karachi 
А . 


Kuala Lumpur London Los Angeles Manila Melbourne Peking Port Moresby Rome San Francisco Singapore Sydney Taipei Тойуо 





For every day 
collect dust on à 
could collect in 


Don't blame your customer if a slow Letter of Credit ties up a big export salein brigl 
red tape. They can't get the goods, you can't get the cash. 

Well that's all history now. Because Chase has brought international trade 
up to the twentieth century. With the electronic Letter of Credit. 

Our equipment takes the buyer's input just once, and stores it. So tell youi 
customers the next time they need a repetitive credit, to call Chase and tell us 





our goods 
dock, your mone 
terestina bank. 


"To whom?’ and ‘How much?’. Electronic retrieval does the rest. Instantly. 
So you can clear out your inventories faster. And, unless you're in 
Antarctica, you get your money the instant the documents clear Chase locally. 
Now, more than ever, time is money. If you'd rather collect interest than 
dust, tell your customers to use Chase for their Letters of Credit. In the race 
against time, the Chase is on. 


— — © The Chaseison. 
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In Singapore, 
the way they were 





...Is the way we are. 
Century Park Gb 


Sh to Sheraton, you are constantly 
CYAUON reminded that the gracious 
living of the turn-of-the-century is never far away. 


You sense it everywhere. 


In the luxurious appointments, relaxed 
atmosphere of restaurants and bars . . . in the 
peaceful setting that makes you wonder if you 
are really in the shopping and entertainment 
heart of Singapore. You'll like the way we ere. 


Century Park Sheraton + E 
Singapore 


Where style surrounds you. 


Nassim Hill, Singapore 1025, 

Tel: 7379677 

Telex: CPHSIN RS21817 & RS33545 
Operated by: 

ANA HOTELS INTERNATIONAL 














ubscribe now 


and ensure your copy each week. 























FAR EASTERN I ECONOMIC 
JETSPEEDED RATES 

Country | 3months | 6 months ‘year 
Brunei. — B$30 00 B$55 00 - BSC 0 (X 

_ China Таки US$28 50 US$52 © o0. 
India 1 5 |: { 05552 
Indonesia S$14 50 US$2 00 ji 5549 00 

- j| +— 
Japan ¥5850.00 | ¥10725.00| ¥19500 00 





В 
Malaysa [м$зо 00 М$55 ( 





T Ms$100 00 

















Мера! Tussis 50 | 05528 ў 08552 00 
= ш! 

Pakistan US$15 50 US$28 50 | | 0555 200 

Philippines | 055145 50 | US$2700 | US $49.00 











Singapore $$30 00 
Thailand US$13.00 
i US$15 5 

das 

merica | USS21 50 

— + 





















































eaves‏ + گس 
Australasia A$18.00, A$33 00 | A$50 ОО.‏ 
NZ$19.50 | NZ$35.50 | NZ$64.50‏ 
T = T‏ 
Europe. Africa р , ч‏ 
&MiddieEast | 11.50 £21.00 £38.00‏ 
Сеа ena | USS25.50 | USS47.0 | ussas oc‏ 
Country 3months | 6months | 1 year‏ 
Hongkong нкӯва 50 | HK$12600 | HK$229 00‏ 
US$14.50 US$27.00 T US$49 00‏ 


Elsewhere £7 50 £13 50 | £25 00 
A$13 50 AS$24 5( A$45 OC 
A raa ا‎ — 


... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind 


Rate: Soft cover US$13.95 or HK$79.50 (or the 
equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon 


poten tm aim SH 


| Please enter my subscription for 





3 months 


6 months 


Please include the Yearbook at extra 
US$13.95/HK$79.50. For airmail delivery, 
please add: HK$35/US$6 


| 
| 1 year 
| 
| 
| 


Payment of is enclosed 


| 
| 
ountry Zip Code 
| Jetspeeded Surface mail 
| Cheque payable to Far Eastern Economic Rewew enclosed 
To: Circulation Manager 


| Far Eastern Economic Review, GPO Box 160, Hongkong 


co | 
Address | 
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Honda even teaches 
professionals about wen вау 


Honda motorcycles and automobiles аге sold 
annually to millions of people throughout the world. Ё 
These quality-minded customers have made us the 
world's largest motorcycle manufacturer. 

In an effort to assure the many people who = 
operate our motorcycles and automobiles maximum B 
enjoyment, Honda conducts traffic safety education 
courses in various countries. Aside from ordinary riders, policemen and traffic 
authorities of Southease Aisa, the Middle East, Africa, Europe and South 


America have attended the training courses in Japan. 
Who continues to make contributions to society 
through safety education? 








BRUNEI 


IF YOU'RE FLYING TO BRUNEI ON BUSINESS 


HERE ARE SOME USEFUL FACTS 


ESSENTIAL FACTS nse 


Brunei is an internally self- 
governing sovereign State 
with Britain looking after 
its external affairs 

and defence 


Situated on the 

northwest coast 

of Borneo between 

the Malaysian States 

of Sarawak and Sabah, 

Brunei is only 2,226 sq. miles 

in area, with a population of 200,000. 
Malay is the official language with 
English widely spoken among all races. 


For entry into Brunei, no visa is required 
of tourists holding valid passports of the 
Commonwealth countries, U.S.A. and 
most West European countries. Other 
nationals should obtain a visa | 

from their nearest British 

Diplomatic Mission 


OIL FACTS 


Brunei's wealth 

comes from oil 

about 200,000 

barrels a day. 

While the flow 

of oil is modest 

by Middle Easter 

standards, it is one of the largest oil 
producers in the Commonwealth after 
Canada and Nigeria 


Another source of income is its 
Liquified Natural Gas facility, the 
world's largest, which produces five 
million tons annually 


Brunei has a per capita 
income of over US$8,000 — 


Many Bruneians live in colourfully 
painted houses. Own the latest 
Japanese-built cars. Andhave colour 
television sets in their households 


| Brunei is within the Overseas Sterling 
area. Its own currency, the Brunei 
dollar is interchangeable at par 
with the Singapore dollar 


FRIENDLY FACTS 


Bandar Seri Begawan, the capital of 
Brunei, has some very interesting sights 
The magnificent Omar Ali Saifuddin 
Mosque — an imposing structure of gold 
leaf mosaic, marble and stained glass — 
towers in splendour over the town. A 
large section of the town comprises the 
fabled Water Village where about 25,000 
inhabitants reside. And the largest 
collection of Winston Churchill 
memorabilia, outside the United 
Kingdom, is housed in the 
Churchill Memorial 


Other highlights include the grand 
Royal Ceremonial Hall (Lapau) where 
traditional royal ceremonies are held 
The adjoining Dewan Majlis or Legislative 
Assembly. And a National Museum 

containing records and artifacts of 
ff] the cultural heritage of this area 


Hotels are modern, air- conditioned 


‘Comfortable and clean. These 


include the National Inn, 


v4 and the 


Sheraton-Utama 


visit the oil-fields in Seria, about БО miles 
south of Bandar Seri Begawan, can 
stay at the Sentosa, or Sea View hotels 
in Kuala Belait 


HISTORICAL FACTS 


p V -— 


Great Britain established a Resident in 
Brunei in 1906. In 1959, this 
arrangement with Her Majesty's 
government was revised, and the oil- 
rich Sultanate became almost 
autonomous — Britain looking after its 
external affairs and defence. This 
association comes to an end in 1983 
when Brunei gains full independence 
under its current sovereign, His 
Highness and Yang Di-Pertuan, Sir 
Muda Hassanal Bolkiah Mu'izzaddin 
Waddaulah 


CARGO FACTS 


FFF —F _ Royal Brunei 
7 | is the only 
airline in 

the region 
offering 
bulk cargo 
facilities 
on regular 
> schedules 
to Brunei, 
from Hong 
Kong, Bangkok and Singapore. 


For the budget- 
conscious, there 
is the Capital 


Oria OLANE йезе мо This Boeing 737 Combi service is cap- 


able of carrying up to 12,000 kilos of 
Hostel and the cargo on maindeck pallets. A fast, direct, 
Youth Centre. frequent service with professional 

Those wishing to documentation and personal handling 


The country levies no 
personal income tax, no 
fees for education nor 
medical services 








Royal Brunei Airlines, the national carrier, has non- stop flights to 
Brunei from Bangkok, Hong Kong, Kuala Lumpur, Manila, Kuching, 
Kota Kinabalu and Singapore. 

With the biggest choice of departure times from Singapore. 

Royal Brunei's schedules are designed for convenience and 
efficiency. 

On board, you enjoy a very special kind of service — the kind you 
can only expect from friends. 


Royal Brunei 


FLY WITH FRIENDS 


Royal Brunei Airlines is represented in Australia, Bangkok, Hong Kong,Kuala Lumpur,London, Philippines, Sabah, Sarawak and Singapore 


HONG KONG 







BANGKOK MANILA 


KOTA KINABALU 
KUALA LUMPUR 


BRUNE! 


SINGAPORE 








KUCHING 


А, 


If risk is an essential part of your 
business life, then surely safety should be 
your priority for your private trust account. 


Our world-wide reputation for handling and 
managing trust and discretionary accounts is firmly 
based on our ability to maximize returns on an 
investment portfolio whilst fully а а 
client's individual objectives. 


"i Boe ror bana hunaia oerience. 


foreign currencies as well as the major international 

Stock, bond and bullion markets. We know the 

importance of flexibility in today's financial markets 

and take full advantage of market fluctuations 
Mr. = careful timing and swift action. 








OcE - IN ASIA... TO STAY 


Océ, the international copying specialist, is in 
Asia to stay. Through its own companies and care- 
fully selected, reputable business partners, Océ offers 
a wide range of copying systems for business and 
industry. 


A complete range including place-anywhere plan 
printers, complete printroom systems with folding, 
plain paper copiers with optional sorting. 


Océ is represented in this area by: 


Regional office Indonesia: Hong Kong 
PT Intraport Raya 
Jl. Asia Afrika 9A Hong Kong) Ltd 
Senayan Pintu |X Room 1303/5, Hanglung 
PC x 485 Centre 13th FI 

JAKARTA Paters¢ eg 


Océ-Hagemeyer 





HONG KONG 


Hong Kong Tel: 587961/587573 
1 Telex: 45615 ira 
Tel 5) 77569576 
Telex: 83905 e hx 
Thailand 
Indonesia Sako! Phan Company. Ltd 


294/9-11 Phya Tai Road 
yak Rachatayvee 





Gading Muni Ltd 
njungan 





BANGKOK-4 





Te 6/40021/ Te 281-1722/1461/1283 
1437 Tel 558 
Telex at Telex: 72097 skolpan th Telex: 21377 metrptr 








Whatever your copying need, Océ satisfies it. . . 
right here in Asia. 


Océ ~ advanced copying systems worldwide 


Singapore: Philippines Malaysia 
Functional Busines Hagemeyer Trading Co. (M) 
Machines, Ir Sdn. Bhd 
7/582 dela Rosa St, Makati 15A Jalan 13/6 Petaling Jaya 
РО Box 1801 РО Box 329 5 
MANILA KUALA LUMPUR 





Japan India Taiwan 


Lte Wesun Enterprises Co. Ltd 
Taratalla Road P.O. Box 68-38 









ALCUTTA - 700088 TAIPEI 
Tel: 77 Tel: (02) 7211603 
437 5518 
ex: 021-3346 | 2268 olson 





Have You A Farm? 
Then You Must Have UTB Machinery! 





Universal Tractor Brasov offers: 


— a wide range of farming and industrial tractors machinery delivered under SKD/CKD form 
of powers ranging between 26 and 360 HP — technical assistance for assembling lines and 
wheeled and crawler types, used for agricul- training program for buyer's personnel 
ture, sylviculture, vegetable and fruit growing, | — prompt delivery of spare parts 
forestry, building trade, transport jobs — competent service network 
— farming machinery for all specific tillage jobs 
— harvesting combines Apply for full information on the whole range of 
— trailers products and services offered, to the foreign trade 


— assembling lines for tractors and farming company: 





Universal Tractor Brasov 


Head Office 
5, Turnului St., 2200 Brasov-Romania, Telephone: 921/12661, 18695 Telex: 61335, 61336 
Branch Office 
19, Lipscani St., Bucharest-Romania. Telephone: 90/138713 Telex: unitra 11189 


We care enough to serve 
only German premium beer 
= in bottles. 





Germans are fastidious about their beer. That's why we serve only German premium beer on our 
flights. Why we change our selection every three months to cover the different regions. And why 
we only serve it in bottles. Maybe you're particular too? 


© Lufthansa 


German Airlines 


the City o of 
Far Eastern. 


| pared to put their money where their 
mouths are until something definitive. 


g market as greatly 
ulidauentals (an at- 
owever, outweighed by 

T RE market as 


“stocks at least) am ey as iting 
“any good new 
oil or even gold fronts. 

Few analysts in the Far East would dis- 


agree with thi summary (except perhaps 
A tralian: markets} but 

pects of the London view 

closer examination. City institu- |- 


ith a relatively heavy Asian expo- 


ure, such as un -trust group M & G; 


; through фр рок become nerv- 


"second-line" stocks. 


|. tapping into domestic growth, and as an 
|. alternative to the often overvalued mar- 
-- ket leaders of the last Asian bull market, 

only to find that prices could “fall 


ramatically on low volume" and that 
y were “just not marketable on the: 
-lost their glamour. London is prepared 


vay down," as one fund manager put it. 
In other words, such stocks are suscepti- 
ble to syndicate operations and to severe 


markdowns by trader-principals in the | 


property-related | is: 
and Singapore in fu 

City investors generally are very: wary 
of Hongkong property stocks — includ- 


‚Лар leaders such as Hongkong Land and |$ 
| Cheung Kong — and have reduced their 


holdings in this sector substantially. 
Such stocks, they feel, continued .to 
-over-perform long after it became appa- 


‘f rent that the fundamentals were weak. 


“We will not move back into Hongkong 


property until ‘there is definite. good 


news from Peking,” one London 


he natural- "resources, 


manager told Shroff. London is some- 


1 what more bullish about “traders” such 
].as Jardine Matheson, Swire Pacific and 


son “Whampoa, however, 


bs the utc P textes of Hi 


ong stocks s dej are g 

to do, that stocks are very “cheap 

--earnings and yield considera 

nd that the market "could be m 
higher this time next year," few are р 


comes out of the negotiations on Hong- 


| kong's future. 


€ PLANTATION stocks, which domi- 

nate the market in Kuala Lumpur andto 
à great extent still in Singapore, are very 
much out of favour with London fund 
managers now. They see no recovery 
there for at least 12 months with no sign 
of a turnaround in commodity prices, 
high stocks prevailing, the prospect of 
severe dividend cuts, little cash flow for 
replanting programmes and underlying 
net asset values hit by the general 


downturn in the Malaysian economy and 


the property sector in particular, Most 
institutions have “substantially reduced" 
their plantation portfolios and intend 
keeping them slim for the time being. 

no more in favour 
ngapore. The con- 


than Hongkong 
at baffling weakness 


tinued and somen 


of the yen worries fund managers in Lon- 


don and, if anything, they see the cur- 


rency. as vulnerable to further weakness. 


on the back of the political uncertainty 
surrounding Prime Minister Zenko 
Suzuki's intended departure. Protec- 
tionism in the United States and Europe 
against Japanese exports will offset any 
competitive advantage the weak yen 
brings and so Tokyo’s export stocks have 


only to take a modest defensive position. 


in those stocks — construction and con- 


` goods — that may gain from 
s domestic reflation package. 
Som analyste. part company - 


| prices a est le 
in real terms since the 1930s, re. 
nd much quicker than, 


a la Malaysia) prices 
emand begins to pick up 
now do on the back of low- 


s) Australian miners". 


€ also low by interna- 





into Нолрк g 
larly in the 


The E Eh 

cently installed 

Ratanakorn, told < 

tle Hongkong mon hascom 
very much. She says Bangkok wo 
to see long-term institutional fu 
afraid of the "big manipulators" 
mightcreate:a new boom and bus 
would hurt investor confi 
damage the long- 

Thai market ps 


up Thai shares. 
local and f. 

have to pay 24% x on capital gai 
Also foreigners, be they r 
corporate entities, must also pay a. 25% 
tax on remitted dividends. Not that ca 

tal gains have been much of a p 

for SET investors. The Mois eit 


buy aue qn the yia 
well into 
tance tax. 


mobiliser of capital, 4 Ат ment 
law governing the SET, pe € 
the exchange is to fulfil its intended 


‘have been drafted. Soon to go bef 


RI of Finance and A 


a legal problem which has 
fungibility of st 
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Мо turning the t tide 


New Zealand’s attempts to keep the lid on soaring interest 
rates have failed, despite declining trends elsewhere 








By Klaus Sorensen 
Wellington: New Zealand Prime Minister 
and Finance Minister Robert Muldoon 
has cast himself in a King Canute role in 
his attempts to control interest rates. The 
controls are part of a three-pronged gov- 
ernment attack on wages, prices, and in- 
terest rates. While Muldoon has had some 
success of the first two counts, he has 
wound up with a soaking on the third. 
Pressure on interest rates has been un- 
relenting this year and even when the 
* United States prime rate fell back, New 
Zealand rates for commercial bills and 
prime corporate bonds showed no such in- 
¢lination. Liquidity has tightened sharply 
in recent months in line with the contrac- 
tion of the econotny which followed the 
highly expansionary 1981 election year. 
Now the government is reaping а politi- 
cally embarrassing crop of high interest 
rates which sprouted from its "generosity" 
in 1981 and its subsequent attempts to 
tighten liquidity. Recent weeks have seen 
the 90-day rate for prime commercial bills 
hover around 17.7% — above the 17.25% 
limit set by the June 22 wage price interest 
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freeze — and a stampede by industrial 
companies has pushed the three-year cor- 
porate-bond rate to 18%, The rate offered 
to institutions in private placements of 
such bonds is up to 1975. 

Although he dismissed the success of 
freeze measures in controlling wages and 
prices in his 1980 budget, Muldoon appa- 
rently had a change of heart on the eve of 
the 1981 election when he imposed in- 
terest controls on November 25. These 
limited interest rates to then prevailing 
levels, and rates for such securities as com- 
mercial bills to the existing rate plus the 
dealers’. margin. The action followed a 
year of unrestrained consumer spending 
(6n motor vehicles, homes, travel and 
appliances) in a climate of easy liquidity: 
By the time Muldoon imposed interest 
controls it was clear that the domestic 
economy, and interest rates, were in 
danger of going out of control. 


[: calendar 1981 private-sector credit grew 
27.6% in a surge led by trading banks 
(with a 27% increase) and finance com- 
panies (34%). At the same time, the gov- 
ernment found it necessary to begin a 
fund-raising programme to finance the 
budget deficit of NZ$1.8 billion (US$1.28 
billion) for the year to March. This was 
done with a combination of overseas and 
domestic borrowings, the latter taking the 
form of government  inflation-proof 
bonds, offering as yield the current infla- 
tion rate plus 2% interest. These bonds 
met huge demand from private investors 
and as a result many hundreds of millions 
of dollars were drawn out of housing-fi- 
nance, money and elsewhere. 

Administration of thé financial-services 
regulations of November 25, 1981 has 
fallen on the Reserve Bank, but after sev- 
eral attempts at defining and broadening 
these rules, the central bank has had little 
success in holding rates to permitted 
levels. At one stage, the bank redefined 
the regulations by informing the large life- 
insurance and pension-fund institutions 
that the responsibility for staying within 
the regulations fell as much on them as on 
the borrower. This effectively prevented 
financial institutions from lending to large 
public companies which traditionally re- 
lied on them for a sizable proportion of 
their annual debt funding. 

A trend by finance companies to offer 
"interest in advance" options with re-in- 
vestment to yield higher effective returns 
than the “coupon” (nóminal interest) 
rates, resulted in the Reserve Bank pro- 
ducing (after some weeks of deliberation, 
to the amusement of the financial commu- 
nity) a new definition of an interest rate. 
This simply incorporated the net effective 






regulations, but in spite of 
these ai | to curb rates, they have 
risen жыршы. The bank is now under- 
stood to be considering further adjust- 
ments to the regulations to try to over- 
come difficulties with the comercial-bill 
rate. 

The trading banks were particularly 
hard hit by funds drained off by inflation- 
proof bond issues and as a result have 
taken a very aggressive stance in commer- 
cial bills and transferable certificates of 
deposit to help cover their liquidity short- 
ages. The result is the current 17.7% rate 
for 90-day commercial paper; but the trad- 
ing banks have been making the Reserve 
Bank's job even more nightmarish by 
using a loophole in the regulations which 
allows them to act as agents rather than as 
principals, and therefore offer higher 
rates than would normally be permitted by 
the regulations. 

Fear of further tightening in liquidity 
has panicked a number of New Zealand's 
largest companies into the corporate- 
bond market. The largest, Fletcher Chal- 


Muldoon: awash in a problem. 





lenge, recently closed ап, issue fully sub- 
scribed after lowering some of its shorter- 
term interest rates from 18.5% to 18%. 
The decision suggested the pressure might 
be coming off the corporate-bond market, 
but shortly afterwards Lion Breweries 
launched an unexpectedly large issue, 
seeking NZ$30 million with an 18% top 
rate, 

This seemed to startle other borrowers 
waiting in the wings, and a rash of private 
corporate-bond placements has come on 
to the institutional market, Major indus- 
trial entities such as food group Wattie In- 
dustries, carpet manufacturer UEB In- 
dustries and ceramics and engineering 
group Ceramco Ltd launched 19% bonds. 

Debate continues over whether these 
institutions can lend money at such high 
rates, and remain within the regulations. 
However, in recent months the normally 
aggressive finance companies have been 
remarkably quiet. They have dropped 
their rates following government “re- 
quests” to 1-2 percentage points below the 
industrial rate. ш 
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A Dash 7: cost-cutting may mean selling. 


Niugini's wings clipped 


Following a damning report, Pa 
airline is likely to be run by forele 


By Rowan Callick 

Port Moresby: Air Niugini is likely soon 
to be run by contract management from 
KLM, Air Canada or Pan Am, following 
the highly critical findings of a report on 
Papua New Guinea's state-owned na- 
tional carrier by the Sydney office of inter- 
national management consultants McKin- 
sey and Co. 

The report recommends the sale of the 
airline's three newly acquired De Havil- 
land Canada Dash 7 turboprop short-take- 
off-and-landing aircraft; selling its two 
aging Boeing 707s and replacing them 
with a single aircraft leased with crews 
from either of the Australian domestic 
carriers, Ansett or Trans-Australia Air- 
lines (TAA); and hiring a management 
team from an overseas airline to take over 
all the top jobs except for that of the gen- 
eral manager. 

The present general manager, Joe 
Tauvasa, is the first Papua New Guinean 
in the position. He is, naturally, furious. 
"While the report frequently refers to Air 
Niugini's track record in a derogatory 
manner," he said, "[that] record is better 
than those of most of the airlines 
McKinsey is recommending should run 
Air Niugini under contract." In 1981, Air 
Niugini made а Kina 454,000 
(US$639,436) net profit, after losing 
Kina5 million during 1979 and 1980. 

It was the government of Michael So- 
mare, voted out in 1980, that had origi- 
nally invited McKinsey in. Then the air- 
line underwent a major shake-up follow- 
ing the arrival of lambakey Okuk as trans- 


ank 


ua New Guinea’s national 
n management 


port minister. The general manager was 
sacked, along with most of the National 
Airlines Commission; then Okuk flew to 
Canada and, to the surprise of then prime 
minister Sir Julius Chan and his cabinet, 
announced he had bought three Dash 7s. 

A Papua New Guinea-based inquiry 
into the airline, the Fox Committee, was 
too divided among its members to provide 
much positive advice. And so, when the 
airline had to seek Kina 5 million in gov- 
ernment guarantees, the government call- 
ed McKinsey back in. Its work was com- 
pleted in April, but not published — be- 
cause it was too politically explosive for 
the Chan government to handle — until a 
few weeks following Somare’s return to 


power. 


№ that McKinsey's criticisms relate 
only to the Chan era. Its attacks on un- 
realistic expansion of international routes 
relate chiefly to the time when Bryan 
Grey, presently pushing for Australia's 
East-West Airlines to vie with Ansett and 
TAA, was at the helm. 

Now the cabinet's mind is on the press- 
ing need to maximise government re- 
venues, given the collapse of commodity 
revenues. And the Finance Department is 
looking for bigger returns than it currently 
gets from the statutory bodies, including 
Air Niugini. 

New Transport Minister Matthew Ben- 
dumb — who has recently returned from 
visits to KLM, Air Canada and Pan Am, 
during which the idea of contract manage- 


ment for Air Niugini was discussed — says 
the airline's cash flow might increase by up 
to Kina 4 million a year over the next five 
years. if the major McKinsey recommen- 
dations are endorsed. This could help to 
freeze domestic tariffs, currently among 
the highest in the world, and 50-80% higher 
than in most other developing countries 
which use the same aircraft types. 

Air Niugini's current fleet consists of 
two 707s, three Dash 7s, four Fokker F28 
jets and four Fokker F27 turboprops. It 
flies twice ayweek»to’ Manila and Hong- 
kong, under a tripartite agreement with 
Cathay Pacific Airways and Philippine 
Airlines. In November.a further Hong- 
kong service will be inaugurated, again a 
tripartite scheme, this time with Cathay 
and Air New Zealand (ANZ), flying 
Hongkong-Port Moresby-Auckland with 
an ANZ Boeing 747. 1. 

The carrier flies to 20 domestic ports, 
but its programme tó reach each of the na- 
tion's 19 provinces is in jeopardy owing to 
the cost of upgrading. some airstrips to 
take the Dash 7. It has an effective local- 
level competitor in Talair, believed to be 
the southern hemisphere's largest Third 
World airline, which this year celebrated 
its 30th anniversary, still under the private 
control of founder Dénnis Buchanan. 
Talair has just purchased its fifth light tur- 
boprop Bandeirante from Brazil. 

The McKinsey report states: “Our ex- 
perience of working with Air Niugini over 
the past six months has convinced us that 
the airline lacks essential management 
skills in many areas, including commer- 
cial, finance, accounting and even techni- 
cal skills such as engineering." 

It does not feel it appropriate to give the 
management credit for much of the 
airline's improved profitability since 1980, 
except for a few items such as its freeze on 
hiring; landing United Nations charters to 
take Fijian peacekeeping troops to and 
from Lebanon; the large fare rise on the 
Honolulu route; the tripartite agreement 
on the Manila-Hongkong route and the 
axing of the unprofitable service to 
Fukuoka, Japan. “Тһе 17% rise in domes- 
tic tariffs combined with stabilisation of oil 
prices were in our view the biggest factors 
in profitability," McKinsey said. 

It says the recommended cost-cutting 
moves, including the replacement of the 
707s with a wet-lease arrangement, will re- 
quire sophisticated financial management 
and high-level negotiating skills — “а 
greater hard-nosed management determi- 
nation. and. tighter controls than Air 
Niugini has today." It suggests a manage- 
ment team of five, plus back-up services. 
A poor track record in recruiting, except 
for pilots, remoteness from the United 
States and European labour markets and 
high costs suggest a programme of over- 
seas recruitment would be costly and un- 
successful. 

The government is poised to take up 
this recommendation, and then hopes to 
see the contracted management team ef- 
feet wet-leasing and sales of aircraft to 
provide the service and the return that 
Papua New Guinea, a country whose air 
routes are its arteries, keenly requires, 

^ Мм. vd 


netnürnm?9 100? „ CAD EACTEDA) ECT АНУ DO ADAE 


Be 
LE. 
af 
Е 
a 
s 
Ф. 


The Western Pacific. 
Anew bridge. | 


And the new force throughout the 


ëw "Zealand and ihe i stern Pacific. ; 
-z We have over 2,000 offices and: ; 


Western Pacific, bridge the gap wihanew = 
affiliates in 18 countries: So we're the 


banking group. 
os Westpac Banking Corporation. . " banking group thar means business ^ : ЕТ fe | 
estpac 


With assets of over $A30billion* and ^ throughout the world. | 
Commercial lending, project > =., Firet Bank In Australia 


40,000 employees, we are Australia slargest 
е group. “financing; foreign exchange, money market . ^ tncorperated in Australia wich limited lability 


HEAD OFFICE International Division. 80 Martin Place: SYDNEY NSW 2000. AUSTRALIA. Telephone 233050. Teles E F LONDON OFFICE Walbro House 2 Watrook iOBDONECANSLO- Telephone ДИ). 626.4900. Telex 880641 Hry 
Ac. FRANKFURT REPRESENTATIVE OFFICE Bockenheimer Landstrasse 51/3, NOD Frankturt/ Маш. FEDERAL REPUBLIC ОР GERMANY. Tetephone- (0610 72097803. Telex 4127: REPRESENTATIVE OFFICE du Face, Калоо Ceske Abu Otidah Avenue |, 
МАНАМА. BAHRAIN Telephone 25 4790. Telex 87 158. NEW YORK BRANCH Suite 2412. 200 Park Avena. NEW YORK HY- Jeteghone (2123 449 9830 Telex (WEE CHICAGO BRANCH Tres Fast National Maza, Suite 1200. CHICAGO 

1.60600 Ti £392) 6300170: Telex 210303. SAN FRANCISCO AGENCY Suite 3100. 3151 Floor, Oe Cale a Ba охи AN барыы ерше 1181 88 02 Тех 470487. HOUSTON REPRESENTATIVE OFFICE Suite 2680. Texas Cammerce Ji Jows E 

"BIO Travis Street, ЫК гг де, Telephone Ens Telex 4620417 TOKYO REPRESENTA SINE OFFICE Foam ЭШ АШ. i VODA-KU TOK ne 105) EH ABRE. BEL 

REPRESENTATIVE OF FICE Ti angut Hotel PEOPLE S REPUBLIC OF CHINA, Твер E * б lej Telex 29600. 
SINGAPORE BRANCH 4201 OCEE Corie 85 Chula Street. SINGAPORE 0104. Telephone 5198673. Telex E 
“PAPUA NEW GUINEA Westpac Bard PNG- Limitet Sth Floor Mogu Mote Balding Champion Parade: POR eese PNG 

7 Вох 0. теде Би д. Гађа W Bank Tarawa, VANUATU Rue Higginson, VICA VANUATU. Te Telephone V 





are guaranteed to win 
) Nearly every second 


han 35 years: the *Süddeutsche" is making 


winners out of people like you. - 
ere are more winners every. year This-is not the 


Ре f jo 


Мегу to raise money for public projects 


у: The major share of the profits is returned 
Daitsche Mark" is one of ве 


the world. 


кнн и рыш жо, 


£e 








2% These amounts are e RE 
ss to be paid out in one lottery. 

2x1,5 MILLION 3000000 DM 
4x1,0 MILLION = 4000000 DM 
12x0,5 MILLION = 6000000 DM 

8x250000DM-- ` 2000000 0M 
24x100000 DM — 2400000 DM 
12x 80000 DM = | 
20х 60000 DM = 
24x 50000 DM = 
28x 40000DM- . 
30x 25000 0М =. 
. 364x 10000 DM = 
560х 50000M-— 
-1900x 25000M-— 
200x 20000M-- 4000000М s% 
000x 1500 DM = 15000000 DM 
2000x 1250 DM= 2500000 OM ES 
226 400 xw 1000 DM = 136400 000 DM An 

Du 


se 241581 588 Prizes totalli 241588 Prizes totalling 188 120 000 DM 


LA 


-3640000 DM 2 


2800000 DM 


See oboe aha mea ЕЛЕЕ НЕ | 


All.prizes are paid їп cash without being subjected 
to German tax deduction. This, in itself, is another 
incentive to take a ticket: 

The "Süddeutsche Kiasseniotterie” is fully backed 
by the Government. 

This is not a private corporation; Tickets are sold 
through government-approved agents only (Lotte- 
tie-Einnehmer). The drawings are public proce- 
dures and every move is regulated by law, This 
way it is a clean operation throughout, 


Rilsterstiabe 2 24, Postfach 11.07 53 
D-6000 Frankfurt/Main (W-Germany) 
Telex 04 1891 125 daw 





-47500000M %8. 


How to play the game. 
Ng totter 


su 

sequent! y. Drawings an 

Every ticket-holder gets 
8 delalê 


Everything' 

ail: mes 

yourself the size of the ticke 

ing a full-size 'A ticket, a half-size 
quarter: (4) one, and when your number is drawn . 
as. a winner, you'll. get the full prize or half of the. 
prize or á quarier of it respectively, Chances to be > 
drawn are completely even for each and every 
number in the drum. ~ 


‘Everybody can play this lottery! 


It’s as simple as child’s play! 
Ф Youcorder yoursticket using the mailing coupon 
below or simply write us a letter and tell us what.» 
you. want, 9 m 
++ Please attach the. payment for the. ticket to. 
your order, using either cashier's check, postal): 
check, personal check; travelers check, bank draft, 
money order or even cash (better make that “Re- 
gistered’’ mail). 

{п return you will receive: Pu 
= Your original ticket, along with all the infor 

mation. 
~<A regular mailing of the official list of winning : 

numbers (so you can check оп our URSI : 


If you win! 

Ф You'll be immediately notified by. personal letter. х 
++ Payment of-priges is effected the fastest possible 
way and in respect of your instructions. 

Prizes are free of German taxes. it ís'our duty to observe: 
100 % discretion; nobody knows who's buying a ticket 
and nobody else will find out that you have won ~ thats 
just for you to know. 


em ready - please do not order, you will get 

CNN your tickets: by mali automatically, Tell 
your friends aboutus or, better still, make 
the clipping below a gitt Coupon for the 


Qo 


Г cycle is limited 
alreagy ‘been sold. 


- Payments received in currencies. other “the 
account in accordance to the exchange rate Ў del : 
dng the ticket for one ей cycle. FORTIS ай six classes, and the ‘additional : 


fee is -a one-time expe 


5 бро Gode No. 






































Australia's News Corp. Ltd's net profit 
_ fell 28% to A$37.3 million (US$35.2 mil- 
lion) in the year to June 30, following 
losses at The Times of London and re- 
duced profits from other British publica- 
tions. However, there was a marked im- 
provement in performance during the 
second half. In the first six months pro- 
fits fell 5096 then rose 19% to A$19 mil- 
lion during the second half. The reduced 
profit showed the impact of a big in- 
crease in interest charges, which came to 
A$51.8 million, up 50%. 





Slippage at First | 

First Philippine Holdings Corp. a diver- 
sified conglomerate in which Philippine 
Ambassador to Washington Benjamin 
Romualdez is said to be a major 
shareholder, earned net income of 
P24.2 million (US$2.8 million) on gross 
revenue of Р 185.6 million in the year to 


June 30. This was down by 60.5% and' 


10.1%, respectively, from P61.2 million 
and P06. million in 1980-81. Its presi- 
dent and chief executive, Eduardo Re- 

` gala, attributed the decline to the non- 
recurrence of substantial extraordinary 

' income (derived previously from the sale 
of shares in Manila Electric Co.), 
economic restraints on the earnings ca- 
‘pacity of its subsidiaries and affiliates 
and rising expenditure. 

Although cost-cutting measures re- 
duced general and administrative expen- 
diture to P15.3 million from P21.1 mil- 
lion, overall expenditure went up to 
P161.4 million from P145.1 million 
owing to a push from debt-related out- 
lays. 

Regala considered the performance 
satisfactory since, he said, there was an 
uptrend in earnings derived by First 
Holdings from its investments in sub- 
sidiaries and affiliates with activities 
ranging across energy development, 
manufacturing, engineering and con- 
struction, financing, property develop- 
ment and trading. He noted that First 

. Holdings is succeeding in building up a 
wider revenue base. — LEO GONZAGA 


Oil, uranium set fast 


Pioneer Concrete Services boosted net 
"profits by 27.6% to A$58.7 million 
(US$56.4 million) in the year to June 30 
on revenue which increased 5196 to 
A$1.55 billion. This is the first full-year 
result following its purchase of à control- 
ling interest in Ampol Petroleum and the 
purchase of 50% of the Nabarlek 
uranium mine jointly with Ampol. Re- 
flecting the cost of the expansion under- 
taken over the past 18 months, the 
group’s interest bill rose to A$67.6 mil- 


Now for the bad News 





partly on the back of the coming fish- 
landing season. Net loss per share was 
¥16.2, up from a loss of ¥ 14 in the previ- 
ous corresponding period. ^ 

— KAZUMI MIYAZAWA 


Brierley's boost d 
Improved results from New Zealand cp- 
erations were mainly responsible for- 
Brierley Investments Ltd's 54% increase- 
in net profits to NZ$17.2 million — 
(US$12.3 million) for the year ended 
June 30. The company, which controls а 
diverse group of industrial and trading - 
firms, paid out a total dividend for the 
year of 10 NZ cents (6.4 cents previ- 
ously). In addition, a oné-for-six rights ° 
issue and a one-for-three ا‎ issue 
were well received by the D^ et. The 
contribution from ` Austrálian-listed 
Brierley subsidiary Industrial Equity 
was less significant than in recent years. 


The full-year profit came Оп group 
turnover which rose 17% to A$1.25 bil- 
lion. Extraordinary losses of A$4.5 mil- 
lion owing to unrealised exchange-rate 
shortfalls reduced the final operating 
profit to A$32.7 million, The deprecia- 
tion provision was raised to A$19.5 mil- 
lion, up from A$16.5 million the previ- 
ous year. 

A steady final dividend of 5.5 A cents 
à share will take the annual payout to an 
unchanged 11 cents a share. 

— BRIAN ROBINS 
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lion. During the year, debt of about 
A$100 million was, retired, and it is ex- 
pected that a further A$40 million will be 
repaid in the present financial year. 

Аз a pointer to confidence in future 
earnings trends, а one-for-eight bonus 
share issue has been recommended. A 
steady final dividend of 5 A cents a share 
has been recommended, giving an un- 
changed annual payout of 10 cents à 
share. Extraordinary losses of A$7.7 
million were made, largely due to a 
write-down of listed shares held. 


— BRIAN ROBINS 
A net loss 


Taiyo Fishery of Japan suffered a 16% 
increase ‘in losses to ¥4.9 billion 
(US$18.7 million), on a parent-company 
basis, for the first half ended July 31 
compared with the corresponding period 
last year. Total sales were up 6.8% to 
¥ 304 billion. Sales increases in fresh and 
frozen fish and other frozen foods co- 
vered a drop in sales of canned foods. 
There was also the burden of special re- 
tirement allowances, a ¥1.44 billion ex- 
change loss owing to the depreciation of 
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Downhill Sleigh i 


Extraordinary — write-offs 


group revenue which sli 
million from А$693:7 million in 1980-81. 
The net trading profit of A$4.7 million, ^ 
however, was up from A$4.3 million in - 
the previous year. A provision of A$22.6 
million has been made against the pur- 
chase of United States coal operator, | 
AOV Industries, and a further provision 
of A$23.8 million was made against re- # 
cent shipping investments, primarily in- 
volving the 80,000-dwt tanker, MT . 
Sawako. 


solidating the earnings of Petersville' | 
Australia, which earned a net A$14.8 | 
=| million. Sleigh is presently thetargetofa | 


Ltd, which is controlled by the Adelaide _ 
g| Steamship Co. 


Queensland softens 


K 


imports cut net profits of Australia's 
Queensland Cement and Lime Co. 30% 
to A$9.5 million (US$9 million) inthe 
year to July 31. The lower profit was — 
struck on group revenue which rose 35% 
to A$92.8 million. Queensland com- 
pleted a major expansion of capacity in 
the 1980-81 financial year which, while 
lowering operating costs, also led to sub- 
stantially higher interest charges total- 
ling А$10 million in 1981-82 compared 
with A$600,000 in the previous year. A 
final dividend of 6 A cents a share has 
been recommended, giving an annual 
payout of 11 cents a share, up from 10 . 
cents previously. — BRIAN ROBINS 
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the yen and a dull market for fish meal . vp 
The company expects ¥1 billion in rë- | 
curring profit for the wholé term due | 
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The profit was arrived at, after con: | *- 
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$| partial takeover bid from Toothand Co. | - 


—BRIANROBINS | 


Higher interest charges and inroads by- e 
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ИЕ was the star performer іп 
| the period to Oct. 18, during which 
ost markets were underpinned by the 
tinued firmness of Wall Street. But the 
renewed bullishness proved short-lived in 
Australia where overseas buying dried up. 
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The average weighted price index jumped 
- 13 points to close at 475.64. Average vol- 
ume rose by nearlv 50% to NT$664 mil- 
lion (US$17 million). Analysts said falling 
interest rates, which have dropped from 
18% in August 1981 to 12.25% (on term 
loans), and a newly buoyant property 
market have partially restored investors' 
fidence. Some predict the market will 
ket next year based on the theory that 
wan's stockmarket works on a five- 
ir cycle — 1973 and 1978 were boom 
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In listless trading the market moved 
within a narrow range. The Hang Seng 


ndex closed the period just 14.55 points 
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up at 878,89, on declining turnover, Politi- 
cal concern, continues to overhang the 
market though the panic of recent weeks 
seems to have exhausted itself. Neverthe- 
less, sentiment remains extremely nerv- 
ous. A mid-period rally was swiftly dissi- 
pated on profit-taking despite the con- 
tinued firmness of Wall Street. With the 
economic fundamentals still gloomy — 
brokers feel that the real shake-out in the 
property market has yet to come — it is 
n hard to make a case for a sustained 
rally. Г 


Kuala Lumpur 


Continued speculative interest in lower- 
liners failed to overcome the market's 
traditional pre-budget hesitancy. After 
the previous month's 150-point rise, 
Fraser's Industrial Index dropped by а 
marginal 3.91 points to 2,315.34 in a 
period shortened to four trading days by 
the exchange's closure on Oct. 18. Blue 
chips were mostly quiet, but heavy buying 
of a number of less commonly active 
stocks took turnover 1.1 million units 
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А 32.4 million. Oil-palm and prop- 
erty counter Lingui Developments, vol- 
ume leader for the second period running, 
closed 14 M cents (6 US cents) up at 
M$2.59. Property issues were strong. 


Singapore 

The market's vitality was attributed to 
Hongkong's continuing political uncer- 
tainty and the firmness evident іп New i 
York trading. Blue-chip issues again led 
the rise, which did taper towards the end 
of the period. On the period's final day, - 
the weighted Fraser's Industrial Index 
showed a moderate drop while the un- - 
weighted Straits Times Index continued -~ 
rising, but in slower trading. For the 
period, Fraser's gained 78.48 points to end `- 
at 4,014.07. The Straits Times Index was . 
up 13.31 points, ending at 697,59. Volume ~: 
was heavy, topping 16 million shares be- ` 
fore dropping below 10 million on Oct. 18. - 


Manila fk Л 


- Share accumulation was noted in seldom- : 


traded Bacnotan amid signs of jockeying . 
for position on the board of the cement - 
company. Small gold producer Carmen 
Mindanao continued to be the centre of- 
speculative activity. It moved 626.6 mil- 












lion shares or more than half the total vol- 
ume turnover of 1.11 billion shares, with its 
price nearly: doubling. Among big-board 
mines the best performers were those 
listed both at home and abroad, such as 
Atlas, Philex, Lepanto and Benguet. 
Analysts said the current sluggishness in 
oils would continue until drilling sites 
yielded fresh news. 

Australia 

Reduced overseas buying led to a seven- 
point decline in the Australian All-Or- 
dinaries Index; which closed the period at 
517.4. Prices drifted during most of the 
period with the index slipping 3.7 points 
on the final day. Most industrial stocks 
and oil and gas issues were largely un- 
changed, but substantial falls were regis- 
tered by a number of metals stocks. Al- 
though domestic interest rates have fallen 
slightly, local institutions remain very 
bearish of the market. 


New Zealand 


Weakness at the start of the period turned 
into a small temporary rally prompted by 
UEB Industries’ partial bid for 24.9% of 
Yates Corp.: illustrating how even in 
today’s tighter liquidity conditions the 
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market is still prepared to take cheer from 
a sizable cash bid. Brierley's good results 
were well received. But Fletcher Chal- 
lenge's annual report struck a very cauti- 
ous note, indicating the 1983 result is un- 
likely to produce any share-price recovery 
for the market's erstwhile favourite. 


Bangkok 


Prices moved erratically with investors un- 
certain of the overall trend. The Book 
Club Index: posted а 0.93-point loss to 
close the period at 109.58. Average daily 
turnover was Baht 44.9 million (US$1.95 
million). A marginal improvement in sen- 
timent helped the market to recover some 
of the ground lost during the middle of the 
period. 


Seoul 


The composite share-price index dropped 
more than three points to 159.4, retreating 
on five out of six trading days. Volume 
was moderate at a daily average of 6.8 mil- 
lion shares. The declines were led by large 
drops in prices of electronics and construc- 
tion issues, stocks that have been strong in 
recent months. Gold Star and Samsung 
Electric suffered the largest falls among 
electronics issues, while Samwhan and 
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Dong-Ah were among the largest losers in 
constructions. Analysts attributed the 
weakness in construction stocks to gov- 
ernment debate of a controversial bill on 
overseas-construction financing. Brokers 
expect the bearish tone to continue as in- 
vestors wait for contract and order an- 
nouncements from blue-chip companies. 


Tokyo 


After a resounding rally, profit-taking was 
evident, though the continued firmness on 
Wall Street sustained blue chips. The res- 
ignation of Prime Minister Zenko Suzuki 
was greeted favourably, Construction, 
heavy-industry and defence issues were 
bought in the expectation that Suzuki's 
eventual successor may boost government 
spending in one or more of these areas. 
Towards the end of the period profit-tak- 
ing dragged down prices. The Nikkei- 
Dow Jones Average closed at 7,370.20. 
fractionally ahead for the period on brisk 
turnover. 
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New: For travellers 
who take Asia seriously. 


The 12th edition of the All- 


Asia Guide is simply crammed 
=, || А with new up-to-the-minute 
$ information, including facts and 


figures that are indispensable to 
any serious traveller in Asia. 


There are now chapters on no 
fewer than 26 countries. Plus 
opening chapters on both eating 
out in Asia and on the best way 
of using your baggage 
allowance. 


25 new maps, making a total 
of 60 maps in all. 


New hints on how to travel in 
Asia — from packing the right 
things, to the best places for 
souvenir hunting — wherever 
you're going. 


A new-style guide to hotels in 
the region, and new thoughts on 
Asian food (and the best places 
to sample the Region's vast pot- 
pourri of culinary delights). 


And finally, 48 new colour 
pictures, and more than 70 new 
black-and-white pictures. 


АП of which adds up to over 
hes Мол complete дк. у” 680 pages of vital information 
rigid. wth Е беп ^ for business and pleasure 
travellers in Asia. 


ы , To make sure of your copy, 
Nowi in its 12th Edition. sendoff the coupon today. 
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| Far Eastern Economic Review Ltd., G.P.O. Box 160, Hongkong. The ALL-ASIA GUIDE is | 

| Please rush me copy/copies of the ALL-ASIA GUIDE, 12th Edition. аз indicated. I enclose a published by the Far Eastern ! 
Economic Review, Asia's most 

і cheque/postal order for у. respected business weekly. і 

i No. of copies ____ [J by surface Û] by airmail* | 
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А fate worse than | death? 


In his account of the sometimes hilarious 
events that led to the birth of Hongkong as 
a British colony [REVIEW, Oct. 15]. 
Richard Hughes rightly points out that 
while the Emperor of China repudiated 
the surrender of Hongkong by Kishen, 
Britain’s Lord Palmerston also upbraided 
Capt. Charles Elliot for accepting that 
miserable speck of geological detritus (I 
write from Singapore) in settlement of 
Anglo-Chinese differences. 

The symmetry is even more pleasing 
than that, however. Both men were recall- 
ed by their irate masters, but as a recent 
translation (Lamas of the Western 
Heavens by Regis-Evariste Huc, trans- 
lated by Charles de Salis, Folio Society, 
1982) felicitously describes the fate of 
Kishen: “The emperor, in his fatherly 
way, pardoned his life and only stripped 
him ofall his titles and decorations, confis- 
cated his goods, razed his house to the 








An opium clipper: the starting point. 


ground, sold his wives by auction, and 
exiled him to Tartary.” Later, in Lhasa, 
Kishen asked Huc solicitously about El- 
liot: “Was he executed or exiled?” In fact, 
while Kishen's destiny was to be ap- 
pointed Chinese “ambassador” to Tibet, 
Elliot's was to be appointed British con- 
sul-general to Texas. And what could pos- 
sibly be fairer than that? 

Singapore DENNIS BLOODWORTH 





Burma's dark age 


Letter from Rangoon [REVIEW, Aug. 27] 
touches the tip of the iceberg without 
adequate and proper insight into the real 
economic crisis of Burma today. But the 
correspondent presents the image of edu- 
cated unemployment in Burma with his 
example of a university-graduate-turned- 
sailor. Unemployment has been а pro- 
blem since Ne Win imposed military rule 
more than two decades ago. Urban un- 
employment, especially among educated 
people, is a direct result of military 
tyranny which puts military officers in al- 
most all top and middle- rank government 
jobs. 

As there are no private companies in 
Burma, unemployed people have only 
two options: black-market business or 
low-paid and scarce government jobs. 
Urban unemployment of nearly 20% of 
the active labour force is obviously a waste 
of valuable manpower resources in a low- 
income country like Burma, where de- 
velopmental needs are enormous. But the 
military regime has neither will nor plan to 
solve it. 

And while the black-market economy 
may seem prosperous, educated eco- 
nomists know that Burma's economic 
growth rate in real terms is much less than 
the regime's much-publicised 6-7% and 
that about 20% of the population lives in 
absolute poverty. There has been persis- 
tent income inequality and real tension 
among the masses to such an extent that 
civil war has intensified in most parts of 
the country. 

To a foreign correspondent visiting 
Burma for a brief period, development 
may seem to be stable at first glance. But 
in reality the economy has been in deep 
crisis as shown by many vital economic in- 
dicators. The growth of gross national 





product and national income has been 
slow. 

Causes of slow economic growth are 
many. Among other things, military 
bureaucracy, corruption and economic 
mismanagement have combined with mis- 
use of foreign aid so that the country bears 
an increasing foreign debt burden which 
leads to a debt-service ratio of 23-25%, a 
rate well above the ceiling advocated by 
the World Bank. Since the military coup 
in 1962, the regime has been unable to 
solve the central problems of domestic 
capital formation and income redistribu- 
tion. In addition, the regime has been ex- 
perimenting with centralised planning 
while allowing the parallel black market to 
function openly on a very large scale. 
Meanwhile, the country has been ex- 
periencing persistent foreign-trade de- 
ficits. 

Although ambitious four-year develop- 
ment plans have been launched in line 
with the regime's "Burmese way to 
socialism," it has been officially recog- 
nised that no balanced growth has been 
achieved and that uneven regional deve- 
lopment has continued. Even worse, 
many plan targets are set without prior 
statistical surveys and so are too ambitious 
and unrealistic. Government reports have 
not revealed details of the four-year plans, 
which are little understood outside 


| Burma, over the past decade. Most scho- 


lars agree that the previous economic re- 
forms and four-year plans indicate proof 
of the dismal failure of Burmese socialism. 
But, instead of acknowledging the failure, 
the military regime has been spreading 
false propaganda as if the economy were 
improving with no crises. Such blunders 
have been going on endlessly for more 
than 20 years but the outside world has not 
been informed. 

Your correspondent also mentioned 
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‚ Very few foreign corres- 
| that Burma is a 


ratic government oftheir 
is very limited. free- 


à that *the MCA [Malay- 
nese Association] needs Umno 
alays National Organisation] 


ely to maintain its political 


uld like to ask what. kind: of 


an win only at most 22 


Chinese majorities out. | 


insular Malaysia. The so- 


ower that the MCA sup- | 
hing but а myth, when | 


imbalance in con- 
rofthe Malays | is taken 


i the MCA can be over- 
ruled. any: time by Umno, as is shown by 


he frequent amendments to the Malay-.. 


‘sian Constitution despite original 


afeguards in it. It can be seen, therefore, 
t the Malays have (through Umno) a | 


onopoly of political power. 
“Now the Malays are clamouring for 
more and more: economic power despit 


ii the placements die the 
rmed forces, police and governi 
мев. E 
Bi I still remember. d 


e сошигу Of course, he con 
ly forget this dictum of theirs wit 


gard to government service. Somehow, 


these leaders seem to overlook the fact 
that without the opportunities offered for 


mployment. in. the private sector, the | 
jon Malays would havê nowhere to turn 


-simple 
` establish onesel 


Chinese. busines 
family-oriented. Can the Chinese really 
be expected to jeopardise their sole source 
of income and livelihood just to. help the 
Malays when the Malays themselves have 
been and are still being spoon-fed by the 


no-dominated government in many | 
sinesses such as Pernas, Petronas, | 


alaysian Airline System am Mao. 
mational Shipping Corp 
- It is very well to talk y: about un 
ng "a simple thing" — except when ii 


ased on coercion, arbitrariness, self-in- | 


erest and dictatorial or bulldozing 


iethods backed by political power; noton 


justice and fair play. 
Ipoh '"CONCERNED MALAYSIA’ 


| Covering a crack | 
With reference to A crack in the wall 
[REVIEW, Oct. 22]. the United States De- 


partment of State and the [South] Korean. | 


Embassy in Washington have also noted 


the Department of Commerce data about | | 


trade with North Korea: Responding to 
repeated embassy protests, the Depart- 
ment of State has asked the. Commerce 
Department for details. The best informa- 
tion available. indicated that the illegiti- 
mate trade involves inaccurate customs 


classification. with: respect to country of 


origin. We have repeatedly asked the 
Commerce Department to, correct the 
data. To our best knowledge, there has 


Бееп no trade with North Korea for the 


years 1979-81, or any other years, with the 
exception of US export of non-commer- 


cial medical equipment by charitable or- 


ganisations to meet emergency needs. 
DAVID REHFUSS 
Seout х First Secretary, US Embassy 


@ The REVIEW stands by its story. 


Having lived for 12 years in Asia, I can 


well understand the antagonism felt over | 
»recent Japanese attempts to rewrite his- | | 
; tory. Curiously, however, this attempt to | 


ite history does not seem to be re- 


'stricted to Japan. Currently, there are two | 

-TV serials. being. screened. in. North | | 

-America concerning pre-war Asia. Basi- j 
е | cally they deal with Japanese intrigues. | | 


t the extent of the distortion is incredi- 


One episode of опе of the serials de- | | 
edan American “hero” foiling an at- 
pted Japanese invasion of Malaya” 


igle-handed! 
Every culture is guilty of. distorting his- 


"tory to suit its own purposes, but this is | |. 
"ridiculous! Maybe the Japanese Ministry | | 
ire a few Hollywood | | 
Script-writers . io rewrite their- school. | 


of Education shou 


ble 


“it, Moreover, most | | 
s are rather small and 
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President Ferdinand Marcos of the Philippines ге- 

turns from his United States visit with the strength 

of President Ronald Reagan behind him — but his 

problems are not behind him. While other Asians 

under semi-authoritarian governments are pros- 

pering, the Filipino-in-the-street is, if anything, be- 

coming worse off as time goes by. Chief corres- 

pondent Rodney Tasker looks at the state of the 

nation today, and at a possible future, with a major 

role for Marcos' wife, Imelda. Mrs Marcos herself 

doodled the formula (right) to explain to Manila 

correspondent Guy Sacerdoti her trump card to help the poorest citizens to infinite 
happiness through the Kilusang Kabuhayan at Kaunlaran programme. And Manila bureau chief Sheilah 
Ocampo examines the growing role of Mrs Marcos' Human Settlements Ministry. Pages 32-38 
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Sri Lanka's President Junius 
Jayewardene gets his calcula- 
tions right and wins the first pre- 
sidential election, but Japan's 
backroom boys get theirs wrong 
and the fight for leadership in 
Tokyo goes on. 
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A challenge to the Democratic 
Kampuchea coalition in the Unit- 
ed Nations is decisively defeated 
by 90 votes to 29. 
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Rumours of trouble in the ranks 
of Bangladesh's army appear to 
have been exaggerated. 
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An influential Afghan guerilla 
leader comes in for criticism in 
Pakistan. 
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Muslim entrepreneurs. 
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Malaysia’s Democratic Action 
Party celebrates an election win 
— perhaps with little reason. 
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The deadly cloud 
over Indonesia's 
Mt Galunggung |. 
gives an inter- |. 
national aviation 
body cause for 
concern. 
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Malaysia avoids borrowing its 
way out of recession by cutting 
spending and raising taxes in its 
1983 budget. 
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Financial futures have become an 
accepted investment instrument 
in the United States and with 
London’s market now open and 
proposals for markets in Singa- 
pore and Hongkong, contracts 
may soon sweep the world’s time 
zones. 
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Japan is a hot favourite to win a 
giant deal to upgrade an Indone- 
sian oil refinery. 
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Hongkong's once all-conquering 
Carrian group admits to liquidity 
problems. 


Australian shipping lines claim 
they are being hurt by unfair com- 
petition. 
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| Nancy destroys 
crops 


_ Typhoon Nancy, described by 


the Vietnamese media as the 
worst tropical storm in living 
memory, damaged about 
137.000 ha. of riceland in the 
two northern central provinces 


_ ef Thanh Hoa and Nghe Tinh, 
- — 47,000 ha. irrevocably. The de- 


struction will probably mean 


the loss of about 108,000 ton- 


nes of paddy and decreased 


| yields from the damage could 
— result in the loss of another 
- 100,000 tonnes. 


Observers say the storm has 


= not yet caused a major blow to 
— the country's 5 
| will mean additional hardship 


rain target but it 


for the people of the affected 
provinces, two of the most den- 
sely populated in Vietnam. 

— PAUL QUINN-JUDGE 


The UN seeks a 

home for Iranian exiles 
The office of the United Na- 
tions High Commissioner for 
Refugees (UNHCR) has ex- 
pressed concern over the fate. 
of 70 Iranians living in the 


- Philippines. They are iden- 


tified with the late shah and 
have become political refugees 


ie. living on UNHCR assistance. 


The Iranians have been the 


. target of a campaign by 2,000 
` other 

— mians, who are supporters of 

- the Islamic revolution. Occa- 


Philippine-based 


— sional encounters between the 
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| two groups have resulted in 


manhandling of the pro-shah 


|. elements. The 70 fear that if 
— they return to Iran they could 


be executed. They were stu- 


` dents in Manila when the Ira- 
` nian revolution broke out in 


find a third country willing to 
take them. 
— SHEILAH OCAMPO 


Burma sets up its new 
citizenship system 
The Burmese Government has 
Кие a law providing 
r 


two new categories of 


citizenship — associate and 
_ naturalised — for immigrants 


who arrived in Burma before 


independence in 1948. Those 
RE who applied for, citizenship 
d . under the Citizenship Act of 


1948 will be given associate 
status while the others will 
have naturalised status. The 
grandchildren of such immig- 


Ira-- 








rants will become full citizens. 
Both categories could be 
excluded from holding elected 
public office and other top 
posts in the administration 
(REVIEW, Oct. 8). 

Those born of what is termed 
mixed parentage — of, that is, 
Burmese citizens and foreig- 
ners resident in Burma since 
1948 — before October 15, 
when the new law came into ef- 
fect, become full citizens, 
Those born of mixed parentage 
after October 15 will be clas- 
sified as naturalised citizens. 
However, their children will 
become full citizens at the age 
of 18, — M. C. TUN 
A Malaysian opposition 
leader resigns 
The president of Malaysia's op- 
position Party Islam (РІ), 
Datuk Asri Muda, resigned on 
October’23 during the party's 
annual assembly. The resigna- 
Поп took place against а 
background of divisions in the 
party in which more fundamen- 
talist Muslims have become 
predominant in recent years. 

Asri's 11-year leadership in- 
cluded a four-year alliance with 
the ruling National Front from 


p» Ў 


Asri: wahing influence. | 


which PI was forced out before 
the 1978 elections. Im- 
mediately after the split, Asri's 
fortunes began to decline when 
he lost his parliamentary seat 
in 1978. He won a state seat in 
Kelantan in April, but again 
lost the contest for a seat in the 
parliament. 

One of the resolutions pass- 
ed immediately after Asri's res- 
ignation was the setting up of a 
majlis ulama, or council of 
theologians, which will be the | 
PI's highest policymaking 
body, with its advice being 
binding on the supreme coun- | 
cil. —K. DAS | 
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BUSINESS 


Australian inflation 

leaps above forecast 
Australia’s inflation rate, as 
measured by the consumer 
price index, has soared to an 
annual 12.3% following a rise 
in the September quarter of 
3.5%, the sharpest gain for this 
quarter since 1974. The jump 
came as a shock to the federal 
government, which blamed 
wage rises over the past year. 
But statisticians’ figures 
showed the rise was spread 
over virtually all sectors. The 
August budget projected a 
10.75% annual increase in the 
consumer price index but gov- 
ernment sources are no longer 
confident this target can be 
met. — ANNE SUMMERS 


After several months of negoti- 
ations, the Petroleum Author- 
ity of Thailand — the national 
petroleum company — decided 
on October 20 to award a con- 
tract worth about US$190 mil- 
lion to a Japanese-American 
consortium to build Thailand's 
first natural-gas separation 
plant on the east coast. The de- 
cision to pick Toyo Engineer- 
ing Corp. and Mitsui and Co. 
of Japan and Randal Corp. of 
the United States has yet to be 
formally approved by the Thai 
Government, though по 
change is anticipated. A formal 
contract is likely to be signed 
before the end of the year. 
Involving about US$320 mil- 
lion in total investment, fhe 
project, with a 350 million cu. 
ft daily processing capacity, is 
targeted for completion by the 
end of .1984. The plant will 
separate crucial feedstocks for 
various planned gas-based in- 
dustries (REVIEW, Oct. 1). 
— PAISAL SRICHARATCHANYA 


Kaufman expects the 
yen to recover 

Henry Kaufman, managing di- 
rector of United States invest- 
ment house Salomon Brothers, 
said in Tokyo on October 20 
that for the next few months or 
so, “there are still some ad- 
verse forces pressing down on 
the yen"; but overthe long run, 
he said, Japanese competitive 
strength, апа other factors 
"probably bode well for the 
yen." He also called for new 
domestic апа international 








policies from the US Govern- 
ment, including the establish- 
ment of an emergency standby- 
credit facility of perhaps US$50 
billion, to resolve what he call- 
ed “а precarious international 
financial situation." | 
—MIKE THARP 


Inalum makes its first 
ingot sale to Japan 

Inalum (Indonesia Asahan 
Aluminium), ^. Indonesia's 
225,000-ton capacity alumi- 
nium-smelting ‚рам, оп 
October 14 shipped its first 
8,000 tons of aluminium ingots 
to Japan. A secorid shipment of 
8,000 tons is scheduled for De- , 
cember. Since commercial pro- 
duction began early this year 
production has reached 18,653 
tons and is expected to reach 
about 30,000 tons by the end of 
the year. Undera formula simi- 
lar to those used by other Ja- 
panese aluminium ventures, 
the price per ton is US$1,500 — 
well above the market price of 
US$1,050-1,100 a ton. The five 
Japanese aluminium-smelting 
companies that have equity in 
Inalum are committed to ab- 
sorb at least two-thirds of its 
ingot output. —MANGGI HABIR 


Japanese and European 
firms get together 
Top officials of 16 leading Ja- 
panese and West European 
electronics-manufacturing 
companies met in Brussels on 
October 21 for what was de- 
scribed as “ап informal ex- 
change of views on Euro-Ja- 
panese industrial , coopera- 
tion.” The meeting grew out of 
an agreement last May to seek 
ways to replace economic con- 
frontation with cooperation, 
and consumer electronics was 
identified as a suitable field. 

— MALCOLM SUBHAN 


Taiwan tums back 
Soviet-origin 


A shipment. of 76 tons of 
aluminium ingots imported 
from the Netherlands by 
Tatung, Taiwan's biggest elec- 
tronics group, has been re- 
turned because Taiwan cus- 
toms officials determined that 
the aluminium originated from 
the Soviet Union. Taiwan 
trades with a number of East 
European countries, but trade 
with the Soviet Union is ban- 
ned. Tatung will not be 
penalised because it was appa- 
rently unaware of the true ori- 








MYSTERIOUS ATTACKERS 

The miro of the прес 
Petition of oup in Indonesia, 
A.M. Fatwa, has been seriously 
injured by unknown assailants who 
attacked him when he was travelling 
in his car. An associate of the former 
Jakarta governor, Ali Sadikin, who 
is also a prominent member of the 
Petition of 50 group, Fatwa is suing 
national security officers for 
allegedly kidnapping and beating 
him in 1980. 


YOU CAN'T HAVE IT ALL 
Domestic political considerations 
are a major factor determining 
whether Philippine Labour and 
Employment Minister Blas Ople 
should make a determined bid to 
become the next director-general of 
the International Labour 
Organisation. Ople's nomination is 
being championed mainly by Third 
World countries, against a challenge 
from France. But Ople, one of the 
few noted politicians in the 
Philippine cabinet, is believed to be 
weighing concern, not only in 
Manila, but among political 
supporters in his home province of 
Bulacan, that if he accepts the 
Geneva-based post later this year, 
he will have to spend most of the 
next five years travelling abroad — 
thereby missing any €— 
developments in the Philippines. 

























AFGHANISTAN 

Afghan guerillas shot down three Soviet 
helicopters and a MiG23 fighter during 
clashes in Paghman Valley, guerilla sources in 
Islamabad said (Oct. 24). 


AUSTRALIA 

About 50 miners and steel-workers broke 
into the parliament building demanding а 
meeting with Prime Minister Malcolm Fraser 
to protest against increasing unemployment 
(Oct. 26). 


: CAMBODIA 

Añ amendment seeking rejection of the 
credentials of Democratic Kampuchea's 
United Nations delegation was defeated in 
the UN General Assembly (Oct. 25). 


CHINA 

President Zia-ul Haq of Pakistan and Pre- 
mier Zhao Ziyang agreed to establish a joint 
economic commission, Xinhua newsagency 
said (Oct. 20). Irish Foreign Minister Gerard 
Collins arrived on an official visit (Oct. 23). 
Deng Xiaoping stressed that unless the Soviet 
Union took some significant steps towards 
solving issues such as Afghanistan and Cam- 
bodia, the two countries' relations would not 
be improved, Kyodo news service reported 
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LURE OF THE POPPY 


A former 
Kuomintang 
eneral, Li Wen- 
uan, is back in the 
narcotics trade in a 
big way aftera 
period of several 
ears, when he was 
lieved to be 
tending his tea 
lantations, 
estern and 
Burmese rebel sources say. His 
comeback can be attributed to the 
opening up of a new opium-growing 
area populated by Pa-O tribesmen 
west of the Shan state capital of 
Taunggyi. Although the area is 
theoretically under the control of the 
Burmese Communist Party, Pa-O 
traders have been selling the opium 
to the Shan United Revolutionary 
Army, a group led by Moh Heng, 
known to be affiliated with Li. 


THE MacLEHOSE MYSTERY 
Speculation is growing in both 
London and Hongkong about the 
continued delay in announcing the 
appointment of the territory's 
former governor, Lord MacLehose, 
as special adviser to British Prime 
Minister Margaret Thatcher on 
Hongkong. One Whitehall source 
reports that MacLehose (whois fully 
recovered from the mild stroke he 


(Oct. 24). Libyan President Moammar Gad- 
dafi started an official visit (Oct. 25). 


INDIA 

Nearly 3,000 journalists and press workers 
held a rally outside parliament to denounce a 
Bihar state press bill (Oct. 21). Sikh leaders 
boycotted talks with an emissary of Prime 
Minister Indira Gandhi (Oct. 23). One person 
was killed and about 35 were wounded when 
two bémbs exploded in Amritsar, the Press 
Trust of India said (Oct. 26). 


INDONESIA 
At least 74 people died of cholera in South 
Sumatra, health officials said (Oct. 25). 


JAPAN 

Four candidates bidding for the ruling Lib- 
eral Democratic Party's presidency opened 
their primary-election campaign (Oct. 23). 


MACAU 

Governor Vasco de Almeida e Costa said 
that there was no indication that China plans 
any change in the territory's status (Oct. 23). 


MALAYSIA 
The president of the opposition Party 
Islam, Datuk Asri Muda, resigned (Oct. 23). 


had just before his his retirement as 


governor in April) has asked that his | _ 


appointment be kept secret in order 


not to diminish publicly the role of — 


Governor Sir Edward Youde, and 
adds that MacLehose did not - 
accompany Thatcher on her visit to 
China for the same reason. 
However, the feeling is growing 
both in Hongkong and London that 
an early announcement of the 
appointment would do much to 
restore the badly eroded confidence 
in Hongkong's future. 


PROTOCOL PINPRICK 
Indian Prime Minister Indira 
Gandhi's planned visit to Burma this 
year has been postponed due to 
are snags. Burmese Prime 
inister Maung Maung Kha would 
have welcomed her on arrival, but 
New Delhi preferred a higher 
dignitary — possibly the president 
— to greet her. The Indians pointed 
out that Maung Maung Kha ranked 
rather low in Rangoon's hierarchy. 


ENTER THE GO-BETWEEN 
President Nicolae Ceausescu of 
Romania is to tour Southeast Asia 
next month, hoping to act as an 
intermediary in bringing about a 
negotiated settlement of the 
Cambodian issue — though his 
intercession is not thought likely to 
be effective with Asean members. 





NORTH KOREA 
Pakistan's President Zia-ul Haq started an 
official visit (Oct. 23). 


PAKISTAN 
About half of Karachi's 3,000 lawyers 
boycotted court appearances to protest 


against the arrest of a leading jurist, a Bar As- |. 


sociation spokesman said (Oct. 25). 
PHILIPPINES 


Minister of State for Foreign Affairs Em- 


manuel Pelaez said that the government had 
dropped its claim to the East Malaysian state 
of Sabah (Oct: 26). 


SRI LANKA 

A state of emergency was declared after 
sporadic violence erupted during the presi- 
dential election (Oct. 20). Junius Jayewar- . 
dene was elected president ( Oct. 21). 


THAILAND 

Rangers captured three Shan United Army 
camps in Chiang Rai province and destroyed 
a heroin refinery and a chemical warehouse 
during bombing raids, military sources said 
(Oct. 24). Thai forces strafed and: bombed 
positions held by opium trafficker Khun Sa, 
the military command said (Oct. 25). 
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ent Junius аня gave his орро- 


nts in.the October 20 presidential elec- 
in, despite the lack of support from the 
al Tamil minority, proved his personal 

nae and was ‘seer as an endorse- 


onal Par ty: ipe Р) dii Mei hine tee 
of a general election to р 
ive Jay 


fighting an opponent. E was 
target of 50% of the vote,” 
ne rema ‘soon: aftér his 
ith a 52.9%. tally. Had 

ed ies than 50% in the 


$50.99 0 share at the 1977 gen- 
lection: which swept Jayewardene 
fice as prime minister on the crest of 
wave which swamped his arch- 
mavo Bandaranaike, апа her 
reedom Party {SLFP}. 
na year after the 1977 election, 
dene used his massive majority in 
tto give the country a new con- 
under which he took office as Sri 


powers of both head of state and 
| of government. The presidential 
i was is virtually a referendum on the 


гр сом Mandate for him. 
aster strategist who sensed that his 
Stature in the country was running 
d of that s party, Jayewardene 
itely aware that advancing the pre- 
al election, which. wal 


ivic ту and disqualified from 
for office. His calculation that he 


aten, “has. good 
e not altogether unhappy about- 

езин. The party was able to patch up 
some of its dd Hec nd pe үре а 


-ofthe vote — up more than ni 
| age points from the SLEP's | 9T perfor- 








candidate to field, | was able to wi [39.196 
е percent- 
mance. 


The SLFP’s gains were predictable. The 
Jayewardene government had taken some 


„unpopular measures such as pruning offi- 


cial subsidies which were a drain on the 
exchequer. 
cracked down hard on an opposition- 
backed general strike in 1980, dismissing 
several thousand state employees who be- 
came a potent campaigning force for the 
SLFP which had pledged to reinstate them 
with back pay. Also, inflation was running 


high. 


days of the SLFP's regimented economy 
with rationing of rice and sugar and a host 
of other privations due to endemic scar- 
cities of many consumer essentials. The 
issue was clearly high prices versus avail- 
ability of goods. The verdict, as Trade 
Minister Lalith Athulathmudali said in an 


The government had also 


Yet the country had. not forgotten the 
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top the list in Jaffna. Kumar Р 
balam, leader of the relatively uninfli 


Deadlock in Japan 


Candidates for the premiership gird for a primary election as 
efforts to produce a leader through negotiation conápss.. 


By Hikaru Kerns 

Tokyo: Candidates have begun cam- 
paigning for the votes of rank-and-file 
members of the ruling Liberal Democratic 
Party (LDP) after prolonged talks among 
party leaders failed to produce ап agree- 
ment on à successor. to. Prime. Minister 
Zenko Suzuki. The failure of the talks, 
which, in the last round, stretched to the 
сапу hours of October 23, has recast the 


political fortunes of several LDP leaders. 


“Yasuhiro. Nakasone. supported by 
Suzuki and former prime minister Kakuei 
Tanaka, came close to winning the prime 
ministership by negotiation, but a last-mi- 
nute proposal from Suzuki to detach: the 
LDP presidency from the premiership was 
rejected by Nakasone: Under this unusual 
plan the position of prime min 
have gone to Nakasone. Butthe party pre- 


| sident would have been Takeo Fukuda.. 
have been chosen 


Toshio Komoto was 
deputy prime minis : 
nance minister. The important: position of 


LDP secretary-general would have been 





Komoto, Shintaro Abe and Ichiro 
Nakagawa — accepted the compromise, a 
decision soon criticised as contradicting 
the earlier persistent calls by Komoto and 
Nakagawa for an open primary election, 
Nakasone's rejection of the arrangement 
to split the positions of party president and 
prime minister won for him a slight 
amelioration of. аза backroom 


| рене 


lich only the 420 


4. 


the Veni d cit 
LDP MPs сап 

The outcome weakened the position of 
Fukuda, who had been the acknowledged 


| leader of the alliance of non-mainstream 


factions which had been criticising Suzuki 
and then opposed Nakasone. His talks 
with Nikaido and Suzuki had been an op- 
portunity to enhance his influence. Had 


“he been able to. strike an acceptable bar- 
„gain with them, 


central in nami 


retained by Susumu Nikaido of the mini 


T anaka faction. р 








tial Tamil Congress, who said he was not 
trying to win the election but was espous- 
‘ing the cause of a separate state for 
Tamils, led the field there. The Tamil 
United Liberation Front (TULF), the 
major Tamil party and the standard 
bearer of separatism, had asked the 
Tamils not tó take part in an election 
“where the Sinhala people will elect a 
Sinhala ruler." The result of the TULF's 
boycott call, was that the voter turnout in 
Jaffna was a very low 46% compared to 
the national average of 81.2%. 

The big. оп now is when the par- 
liamentary ion will be held, Jayewar- 
dene said that he must analyse the Oc- 
tober 20 result before-he decides. *In any 
case it can only be a matter of months," he 
said. He knows very well that the fight for 
parliament is going to be harder than that 
for the presidency and he had already 
hinted that he would: purge certain. un- 
popular elements from his party once the 
presidential .race was over. Are апу 
cabinet changes contemplated? "Not as a 
result of the election," he said. 

One of the options the government will 
consider before deciding on the par- 
liamentary election is whether to take ad- 
vantage of the constitutional possibility of 
extending the present parliament after ob- 
taining the people's consent at a referen- 
dum. A victory in the referendum would 


panded beyond his existing powers as the 
head of the largest non-mainstream fac- 
tion. 

The sudden appearance of his name as 
the possible party president in the com- 
promise plan left. the unmistakable suspi- 
cion that he had been dealing for himself 
as another office-seeker. When the plan 
was rejected, Fukuda lost on two counts: 
his reputation as an elder statesman was 
damaged and his hold on his own faction 
was weakened as Abe, the heir-apparent 
to the faction, took to the campaign trail 
instead. of being selected for a postion 
through Fukuda's negotiations. 


he political landscape for Tanaka, a de- 
fendant in the Lockheed bribery trial, 
has been made, more uncertain by the 
breakdown of the talks. Tanaka, a bitter 
rival of Fukuda, did not benefit from 
Fukuda's, diminished situation. ‘It is said 
that Tanaka will need a friendly govern- 
ment, or at least the absence of a hostile 
one, when the bribery trial is concluded 
since that will help him keep control of his 
faction. By exposing Nakasone to a pri- 
тагу election, Tanaka risks the possibility 
that Nakasone could be humiliated — pos- 
sibly running third behind Komoto and 
Abe. This would put strong pressure on 
Nakasone to withdraw from the general 
election, paving the way for one of 
Tanaka's critics to take over the party and 
the government. 
Nakasone is generally thought to be 
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enable the UNP to hold on to its present 
massive majority in the legislature. The 
party, however, cannot overlook the pos- 
sibility that success at a referendum is 
nowhere near assured. 

| The economic situation is likely to wor- 
sen, though tea prices — on which the 
country is dependent for most of its hard 
currency — have hit a five-year high. The 
country is-also doing well on remittances 

| from Sri Lankans working in the Middle 





Nakasone: the calculation was wrong. 


burdened with carrying the banner for 
Suzuki, whose tenure as premier was cas- 
tigated for ineptness, and Tanaka, who is 
accused of being the source of unhealthy 
ethics in politics. But many of the votes 
among the roughly 1 million LDP mem- 
bers are determined by personal obliga- 
tions in the Japanese style. How vigor- 
ously the LDP members of the Tanaka 
and Suzuki factions campaign in their own 
prefectures for Nakasone's cause, trans- 
ferring the sense of obligations owed to 
them in favour of Nakasone, is one of the 
keys to the election. 


Lo ——————— ———Á——————————  —————À— Ó 








East and receipts on this account are now 
running second to tea. But the outlook for 
foreign aid is tight, and returns from the 
giant development schemes launched by 
the government are still some years away. 
Recurrent expenditures swallow up all the 
government revenue and Finance Minis- 
ter Ronnie de Mel has to depend on 
foreign aid to meet capital commitments, 

All these factors suggest that the sooner 
the government faces a parliamentary 
election the better. But how quickly this 
can be done is a troubling question. 
Jayewardene would obviously like to 
make any constitutional changes he wants 
before dissolving parliament as this will 
probably be the last chance the govern- 
ment will have of. legally amending the 
constitution as it likes. Once the current 
parliament is dissolved it will become dif- 


ficult, under the system of proportional’ 


representation introduced after 1978, for 
any party to obtain the two-thirds major- 


ity required to amend the constitution at 


will. 

Moreover, the SLFP is still in disarray. 
There isa tussle between the faction led by 
Mrs Bandaranaike's son, Anura, and the 
other led by her daughter, Chandrika, and 
Chandrika’s film-star husband, Vijaya 
Kumaranatunge. Jayewardene is not 
likely to consider pardoning Mrs Ban- 
daranaike just yet, enabling her to lead 
the SLFP at the next parliamentary elec- 
tion. He made this clear after his victory, 
pointing out that the electorate had re- 
jected a principal plank of the Kob- 
bekaduwa platform — restoring the 
former prime minister's civic rights. 

The presidential election also saw the 
virtual annihilation of the country's Marx- 
ist parties, Veteran Trotskyist Colvin de 
Silva was able to get less than 1% of the 
vote. Vasudeva Nanayakkara, who broke 
off from the Trotskyists. got 0.3%. 
Rohana Wijewcera, an alumnus of Mos- 
cow's Lumumba University, who leads 
the Janatha Vimukthi Peramuna 
(People’s Liberation Front) finished be- 
hind Jayewardene and Kobbekaduwa 
with 4.2%. The Moscow-aligned Com: 
munist Party backed the SLFP candidate; 


Although there has been a feeling that 


the Jayewardene victory will bring a sub= 
stantial inflow of new foreign investment, 


knowledgeable sources here say that hE 


prudent long-term investor will await the 
results of the parliamentary election. 
Jayewardene knows very well that while 
he is in the presidential saddle, he will 
havea great deal of flexibility in forming a 
government after the parliamentary elec- 
tion even if the UNP does not win a safe 
majority. Both the TULF and sections of 
the SLFP who will be represented in the 
next parliament are likely to be open to of- 
fers if the UNP is not comfortably en- 
trenched then. Jayewardene may consider. 
a grand design of a national government, 
not prompted by any political impera- 
tives, even if his party gets a comfortable 
majority in the parliamentary poll. Gl 
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j commendation: approving all 
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.Anh Tuan asserted that the coalition 

merely a disguised: form оѓ tlie govern- 
l 


*since all the power re- 
ands.” And Soviet Ambas- ` 
dor. Oleg Troyanovsky said that a vote ` 
for "the Pol Pot aed in the al- - 


mpuchea. The amendment, ta- | - 


bled by Laos and co-sponsored by Viet 
nam and seven other Soviet sympathisers 
plus India, would have had the assem 
ratify the committee’s recommendatio: 
except with regard to Cambodia. : 








Leading his delegation, Sihanouk de- 


ernational test of strength since it 
rmed in June in an attempt to dis- 

ate Democratic Kampuchea’s. leader- 
ship: from Khmer t Rouge leader Pol Pot. 


Samrin regime could never remain in of- 







| estoring the pace 


isit to Peking by the US secretary of state is considered 
ssential by Washington in resuming good Sino-US relations 




















Richard Nations 
shington: United States Secretary of 
e George Shuitz is planning to visit Pe- . 
ng soon in an effort to restore momen- 
im to Sino-US relations now that the Au- 
gust 17 joint communique on Taiwan has 
set aside, at least for the time being, the 

jor obstacle to advancing cooperation 





tration’s Taiwan policy, this time criticis- 
ing President Ronald Reagan personally. 
The occasion was.a statement made the 
day before by the president to Republican 
congressmen gathering at the White 
House before returning home to: begin 
campaigning for next month's congres- 
sional elections. When one rightwing Re- 
publican asked Reagan how the reversals 
on Taiwan and tax cuts were to: be 
explained to the. party faithful, Reagan 
lost his temper, protested: that there was 
no reversal on Taiwan and affirmed that 
the people of the island would “get every- 
"thing they need for their own self- de 
fence. > . 











ally, but it is understood that Shultz is 
iming to be in Peking by the end of the 
ear, or in January 1983 at the latest. Al- 
ough the administration is said to. be di- 
ded over the wisdom of a visit which may 
be premature, the State Department be- 

ves that a high-level trip soon is necessary. . 
lift Sino-US relations out of stagnation 
hich has prevailed since Peking put 
aiwan at the top of the agenda follow- - 
g former secretary of state Alexander 
aigs China trip in June last year. 
elations аге indeed still touchy. The 
'hite House is disappointed that О 
е has not changed noticeably since the 
t communique was signed nese. 
ier Zhao Ziyang’s remark to | 
ish Prime Minister Margaret "Thatcher 
the effect that the US and the Soviet- 
inion are little more than "two peas 
d" was not considered amusin 
'ashington. i 
Nor was the respite from China nag- 

propaganda assaults thought t 
Tong enough. On October 7 Xinhua 
agency resumed its attacks on the admi і 































taries іп the Chinese media anda formal 
statement from the Chinese Fore 
"Ministry protesting at Reagan's’ *interfe 









Debate followed predictable lines. |. 


fice “without the essential support of 
200,000 Vietnamese bayonets.” The prince. 






















his triggered a stream of. commen- - 


l-ence in China's internal affairs." A vexed 
White House reacted by turning cool to” 
the idea of a Shultz visit, considering it un- . 
| wise and preferring to give more time to ` 
‘allow Sino-US relations to seek their тоге - 
‘natural level. But those with more experi- 
тепсе of China saw little significance in Pe- 
king's latest blast. “It’s like slapping a dog 
with a newspaper. The Chinese don't in- 
‘to hurt, but they don’t want us to. 
ve our training either,” a source long | 
fing Us negotiations: gome 


-global balance of power. “The best.thing 


year's supporters when Fenena — mif 
fed over its isolation in the Falklands con- 
flict — refused to participate this year. 
т; they picked up 13 voters which 
ad: sitit vated against, 
The: 















scribed. Democratic Kampuchea as the | M 
sole legal and legitimate representative of | L 
Cambodia. He asserted that the Heng 


hei not edd the UN whent e s vote 
мав taken — voted withthe majority. f 


the private talks which. Chins Foreign i 
Minister Huang Hua had recently in New 
York with Shultz suggests also that Peking: 
is not worried about any serious transgres- . 
sion by the US since the: signing of the , 
joint communique, Om. the contrary, | 
China also seems to be looking forward, as 
Huang told the US. Council on Foreign 
Relations; ^to the next decade [in which] 
we see great possibility of a further deve- 
lopment of Sino-US relations." . 

Huang put the emphasis on trade and 
educational, scientific: and technological 
cooperation. Although the US- has “made 
many nice remarks," what has actually 
transpired “сап. be described by the 
Chinese proverb ‘Loud thunder, but little 
rain';" Despite ап eagerness on China's 
part to get the relations moving again, 
Huang apparently did not extend an invi- 
tátion to Shultz to visit China during their 
talks — a necessary formality which the 
State Department is looking tactfully to 
overcome. 

Despite the resumption after a three- 
year hiatus of talks between China and the 


‘Soviet Union, the Shultz mission to Pe- 


ing is not viewed primarily as an exercise 
n global triangular diplomacy in the tradi- 
tion of former secretary. of state Henry 
Kissinger. The State Department is not 
commenting officially on these talks be- 
tween its avowed adversary (Moscow) and 
its chosen, partner for so-called strategic 
cooperation against Soviet hegemony (Pe- 
king), but there seems little apprehension 
that they mark an adverse shift in the 







for us to do now is. simply restore the 
momentum in our relations with China,” 
an administration . official comm: 
*and let China's relationship ) 

te of itself: z MD 






THE GENIUS OF CELLINI 


Benvenuto Cellini. Innovator, 
jeweller, sculptor, author. 


AN EXTRAORDINARY GENIUS 

of the Renaissance whose 

unique talents in casting gold 

and silver, setting precious 

stones, and engraving, amazed 

and enthralled not only the Dukes and Cardinals, 

Popes and Kings who commissioned his work, E 

but also his fellow craftsmen. a. ASS 

And today, at Rolex, our crafts- A/S ET ы: 

men also pay homage to this, 7 

genius of long ago. 5. у 
We celebrate his talents / 

and skills in out own works M 

of gold and precious stones. B0 “== 
The Cellini Collection УЧ R 

of watches. A tribute to A A 

the genius of Benvenuto / 
By Rolex of Geneva. & 

























uS 


WS xS SIS 
SS SESS | SSS 
м а. 


FIRST CLASS 








Exclusive 
privileges. 
relaxing 
surroundings. 
fine cellar, 
hi-fi. Rolls-Royce 
and more. 














You check in at our First Class counter. Less waiting in a 
queue. You are invited for drinks at our Marco Polo Lounge; we 


have them in all major airports. On board you'll enjoy our excellent OPES 
1 superb hi-fi entertainment, , 





cuisine, with fine wines, cheese board and 
all in purring smooth Rolls-Royce comfort. All this, because we don't 


believe vou should travel in anything less than the style to which 


vou've become accustomed — First Class comfort and luxury. 


You can depend onus 





The Swire Group PH 


“All I can give a man who has everything 
is more of the same” 
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SOUTH KOREA 


Sit-in at Wuonpoong: a special target. 





No love for labour 


Discontent among workers simmers as the Chun Doo Hwan 
government cracks down on the trade union movement 


By Nancy Langston 

Seoul: A series of violent clashes in 
September between union and non-union 
employees at the Wuonpoong Industrial 
Co.'s wool-products factory in Seoul has 
ended with the union's power broken and 
а dubious victory for President Chun Doo 
Hwan's government. But Labour Ministry 
Officials say that the labour-management 
disputes are not over yet. 

It is widely believed that the union at 
Wuonpoong plant, whose major share- 
holder is the Kukje Corp., was a special 
target for the Chun government because it 
was the last union with a strong affiliation 
with the Urban Industrial Mission (UIM), 
a Protestant-backed labour-rights group 
that is a vociferous critic of the govern- 
ment's labour policies. UIM-led disputes 
have received unwanted international at- 
tention, thanks in part to backing from the 
World Council of Churches. 

The other union strongly associated 
with the UIM was the one at the Control 
Data computer sub-assembly plant in 
Seoul which closed down in July after a 
protracted labour dispute that erupted 
into violence (REVIEW, July 30). 

The Wuonpoong incident did not re- 
ceive much attention in the local media, 


one reason being that the last thing the 


government needed before the National 
Day holiday was a widely publicised 
labour dispute. The Ministry of Labour 
recently reported that with the elimina- 
tion of outside forces such as the UIM, 
labour disputes dropped from 407 cases in 
1980 to 186 in 1981 and then to 57 at the 
end of August. 

However, the tough labour laws intro- 
duced by the Chun government are a more 
likely reason for the drop in reported 


———— M an enan 


labour disputes; these laws took the teeth 
out of the union movement. Although 
there are still national offices for industrial 
unions, these are not permitted to assist 
local branches with disputes. In addition, 
factory-based labour-management coun- 
cils have taken over the handling of labour 
grievances; the unions can merely initiate 
collective bargaining negotiations. 

The ministry has projected that by next 
year nearly 80% of the 4,727 firms with 
100 or more employees will have councils 
composed of equal numbers of employ- 
ees' and employers' representatives and 
one union member. One labour activist 
who describes himself as a moderate sees 
the councils as a stooge for management. 


he government's concern about active 
trade unionism is linked to a troubled 
economy. According to the government's 
Economic Planning Board, for the second 
quarter of this year, the increases in dis- 
posable income and household expendi- 
ture were 4.5% and 8.1% respectively. 
Although expenditures rose nearly twice 
as much as incomes, the government 
wants to keep wage increases at 10% to 
help combat a troubled export climate. 
Moreover, with Control Data, the 
G. D. Searle chemical company and, most 
recently, Dow Chemical pulling out of 
South Korea, the government does not 
want trade unionism to be a factor which 
could discourage future foreign investors. 
The Wuonpoong factory has had a trou- 
bled history. The company, then known as 
Han Kuk Textiles, went bankrupt in 1973. 
In a rare show of labour-management soli- 
darity, an action committee was formed 
which kept the company going by arrang- 
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ing sub-contract work from other firms > - 


and by successfully appealing to the gov- 
ernment for assistance. The company's 
name was changed when it was bought by 
Wuonpoong Industries in 1979. 


But with the slump in textile exports 
that began in 1979, Wuonpoong began in- 
curring serious losses. According to Kim 
Dong Chull, senior director at Wuon- 
poong Industrial, the textile firm lost Won 
3.4 billion (US$4.1 million) in 1981; as of 
August the losses during this year 
amounted to Won 2 billion. 

To ease the financial pressures, scores 
of workers have been laid off, à major 
grievance of the W ng union. The 
union was hit hard by the so-called purifi- 


cation campaign initiated by Chun іп 1980 
when 30 members were dismissed. The 


purification measures also forced 12, na- 
tional heads of industrial unions to resign 
and 191 local union officers to withdraw 
from union activity. 

The clashes at Wuonpoong began on 
September 27. According to union mem- 
bers, nearly 100 men, both employees and 
plain-clothes policemen, stormed the 
union office at the factory and detained 
union president Chung Sun Soon against 
her will. The company denies this, saying 
the male employees were peaceful in their 
demand for Chung's resignation, claiming 
that their jobs were jeopardised by the 
union's excessive demands and by sabot- 
age on the production line. 

Chung says she was threatened 
throughout the night and at 5:30 a.m. next 
day was forced into a car, driven away and 
left on the roadside. The company denies 
this charge, saying she walked out of the 
factory of her own free will and took a car 
provided by the company to her home. 
Later she returned to the factory where 
about 650 union workers were staging a 
sit-in. Various methods were used to get 


the workers out of the factory during their _ 


four-day protest; the heating system was 
turned on after the workers had gone 
without food and water for two days and 


announcements made of illness or death in _ 


certain workers' families. 

At 6 p.m. on the third day, plain-clothes 
policemen were sent in on the pretext of 
evacuating those workers who had col- 
lapsed. About 250 workers were dragged 
out of the factory. Fifty-eight of them 
were taken to hospital with injuries incur- 
red during the confrontation which took 
place while uniformed policemen stood 
by. The next day the remaining workers 
were forced out by tear-gas. : 

When the factory finally re-opened in 
mid-October it was operating at about 
20% capacity and according to Kim it is 
still operating at that level. The 350 work- 
ers who returned were required to sign an 
oath of loyalty and promise that they 
would not criticise the company. Some 
250 union members attempted to stage а 
sit-in on the day the factory re-opened. 
Nearly 200 were detained by the police, 
including two who were arrested for incit- 
ing a demonstration. No one is predicting 
another incident as volatile as Wuon- 
poong. But until the economy picks up, 
labour disputes will continue. ` @ 
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By S. Kamaluddin 

Dacca: Seven months after Lieut-Gen. 
КН. M. -Ershad . seized power ` 
. Bangladesh, the martial-law regime seems 
firmly in control, contrary to the expecta- 
tions of foreign observers who doubted its 
stability. While rumours of differences 
` among the army's top ranks cóntinue, the 





friendship, loyalty — and devotion to a 
— local religious leader in this predomin- 
E antly Islamic country. 

- [n recent months Ershad has felt confi- 
` dent enough to leave the country for offi- 
` cial trips abroad — which in turn have 
bolstered his image at home. He attended 
the Commonwealth Heads of Government 
E Regional Meeting in Fiji just after his visit 

to New Delhi to solve long-standing bilat- 
- eral problems and conclude an economic 
. cooperation agreement with India. His 
| earlier trips included a September pilgrim- 
. age to Mecca and a June visit to New York 
. to address the United Nations special ses- 
_ sion on disarmament. 
` Each time Ershad went abroad specula- 
tion over rifts in the army's senior ranks 
. intensified. In recent months there have 
Ё been persistent rumours that relations be- 
i tween Ershad and Maj.-Gen. Abdur 
Rahman, the powerful commander of the 
- Dacca-based 9th Division, are strained. 
- One such report early this month had it 
_ that Rahman had been fired from his army 
bs job. However, a REVIEW investigation 

revealed that it was not Rahman, but 

5 one of his close aides — Lieut-Col. M. 

. Salimullah — who had been sacked. The 

| sacking, which came before Ershad's de- 

— parture for Saudi Arabia late last month, 
i occurred, according to an informed 
` source, because Salimullah tried to create 
| misunderstanding between Ershad and 
_ Rahman. 

- Diplomatic observers have tended to 
N B discount most of the gossip as ill-founded. 
As one seasoned analyst told the REVIEW: 
` "These rumours, many of which are moti- 
vated and preplanned, are either picked 
up by or fed through the numerous Ben- 
gali-language weeklies which thrive on 
sensationalism and aggravate the situa- 
tion.” Some Indian newspapers, which 
earlier this year singled out the tough-talk- 
ing Rahman as the general to be watched, 


have added to the recent speculative 


fever. 
Significantly, Rahman is a protege of 
Ershad, who appointed him to the impor- 


tant command in Dacca in November last 


year, several months before proclaiming 
martial law. Rumours about the rift be- 
tween the two generals began to circulate 
when Ershad announced in early May that 
he would be visiting Saudi Arabia. The os- 
tensible reason for the rumours was that it 
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General understanding - 


Ё The country's top army leaders are united by ties of 
v friendship and the influence " a religious leader 


in: 


leadership appears united by its ties of. 





was unusual for a military ruler to go. 


abroad soon after assuming power 
through a coup. When Ershad got wind of 


the speculation that Rahman would stage , 


a takeover during his absence, he re- 
portedly summoned his subordinate and 
cautioned him to be vigilant against such 
gossip. A similar rumour, which also 
turned out to be baseless, was floated be- 
fore Ershad left for New York in June for 
à special UN session. 

Rahman was the subject of similar talk 
last November, prompting then president 
Abdus Sattar to cancel a trip to Atroshi in 
Faridpur district where Sattar was going to 


ie next dày. The. 
statement elaborated Ershad's omen of 
power-sharing by the armed forces in 
order to avoid any chance of military. 
coups. An infuriated group of cabinet 
ministers promptly gathered at the presi- 
dential palace оп the morning. of 
November 29 and advised Sattar to retire 
Ershad immediately. 

Accordingly, the permanent secretary 
for defence was reportedly asked to pre- 
pare a draft order to retiré Ershad and re- 
place him with Maj.-Gen. M. Shamsuzza- 
man, then commander of the 9th Division 
in Dacca. However, the then prime minis- 
ter, Shah. Azizur. Rahman, who was 
known to have close links with both Er- 
shad and Sattar, avoided being present at 
the meeting by feigning illness; according 
to a knowledgeable source. 

The source said that on being informed 
of this development Ershad called on Sat- 
tar the same afternoon to explain the pre- 
vious day's press statement. Sattar had re- 








Ershad; Sattar: an embrace solved nothing. 


pay his respects to the well-known religi- 
ous leader, Hazrat Shah Sufi’ Moulana 
Hashmatullah, popularly known as Shah 
Sufi Faridpuri or Moulana Faridpuri. The 
Sufi pir (religious leader) had supported 
Sattar during the latter's election that 
month. A source close to the Sattar gov- 
ernment told the REVIEW that Sattar was 
to leave for Atroshi on November 29 but 
was informed that Rahman, then com- 
mander of the Jessore garrison, was al- 
ready there with some of his men and was 
likely to make ап attempt on Sattar’ s life. 
The trip was cancelled. 


А` it happens, Rahman is also a disciple 
of Moulana Faridpuri and had been 
called by him to Atroshi to organise a re- 
ception befitting a president. The religious 
leader had reportedly entrusted Rahman 
with Sattar's security and Rahman had 
brought his men to build a helipad at Atro- 
shi for Sattar's party to land. in the event 
Sattar's aides advised him against making 
the trip. Sattar's apprehension was appa- 
3 оа һуа | controversial state- 
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portedly expressed his satisfaction and the 
misunderstanding was over. However, 
Ershad during the meeting also conveyed 
the sentiments of the armed forces about 
rampant corruption in government and 
other issues. At the end of the meeting 
Sattar and Ershad reportedly embraced 
each other. This incident was followed by 
a series of transfers of several senior army 
commanders, bringing Rahman to Dacca 
and sending Shamsuzzaman to a staff job. 
Later in December, Sattar and Ershad 
paid a visit to Moulana Faridpuri in At- 
roshi and everything seemed all right — 
until February 11. Sattar had promised 
army leaders that he would trim his 
cabinet and sack some controversial and 
corrupt ministers. But when Sattar could 
not fulfil his promises the generals called 
on him on February 11 to press their de- 
mands. Finally Sattar gave in, dissolving 
the cabinet and forming a much smaller 
one including some new faces. Had Sattar 
not compromised, martial law would have 
been declared on the same night, ы 
source tru 
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among the army leaders who wanted to 
give the elected civilian government 
another chance. However, while slashing 
his cabinet from 44 to 22 Sattar also re- 
tained several ministers against the ex- F 
pressed will of the army leaders. The т" 50th anniversary of perhaps the | the ship a collection of books "describing | - 
cabinet changes failed to bring in any happiest, unbloodiest and most en- | the communist system,” and an angry | | 
qualitative change in the administration | | during “coup d'etat” in history has just | Prayoon cabled him, demanding their | — 
and the hawks within the army became | | passed — coinciding with the sad death | return. Pridi himself called them “Sriarn | 
restive. of its mastermind in a Bangkok bus acci- | books," relating to the Sriarn Era, which | 
During this period, asource close to Er- | | dent two months ago. the Siamese believe will begin in the year | __ 
shad told the REE the army chief had In a world beset by violence, threaten- | 5000, when people will acquire all their 
contacted „ће ambassadors of major | | ed coups, insurgencies and hijackings, | material needs merely by “picking them | | 
friendly countries — directly or indirectly | | details of that victory merit recollection. | off trees” — which surely has little to d? E. 
— and kept them informed about the in- | | The introduction of a constitutional | with Marx and Lenin. NS 
creasingly unstable situation. Based on | | monarchy апа free democracy for Thai- On return of the books, which were | - 
this information, and expecting changes in | | land (which I still prefer, in humble ad- | examined by French officials, Prayoon 
the regime, the Chinese Government can- | | miration, to call Siam) had been planned | himself had to leave temporarily for 
celled the visit of a high-powered military | | for seven years (1925-32) in үка by | Switzerland — though he had warned | 
delegation to Dacca in early February; the | | expatriate Siamese, led by general-to-be | Pridi against leftist sympathies. But he | | 
delegation had already reached Bangkok | | Prayoon Pramonmontri, who hada Ger- | got back and enlisted eight more] — 
before it was asked to go back. Despitethe | | man mother and whose father had been | Siamese expatriates to join the coup |. 
division among the top army leadersabout | | the Thai military attache in — of all | planners — a *Gang of 15." i 


an army takeover, the deteriorating situa- | | places — Moscow. The stage was set. “The 15 of us were 
tion and Sattar’s apparent inability to fulfil Prayoon recalled* that the expatriate | descendants of nobility,” said Prayoon. 

_ his commitments appeared to have forced | | Siamese were bitterly resentful of Bang- | “We had been intelligent enough to get 
them to reach the conclusion that mar- - and | scholarships to go abroad. Pibul won the 
tial law was the only answer. э. E "a firm | first prize from military school in 

LET > democratic sys- | Bangkok, had good prospects for the fu- 

Д" {о an insider, Rahman has — Ph < = tem, to serve as a | ture, yet was willing to sacrifice his life , 

been a loyal and trusted friend of. | =- 4 master key for our | and bring about a change to build up the 
Ershad since the days when both were x. ha _ | country's progress | nation." Assembled in Bangkok in 1932, 
army cadets. Another factor, widely 3 in the centuries | the “Gang of 15" had grown to 98 — 34 
known but often ignored, apparently 4 ! ahead." He pre- | inthe army, 19 from the navy and 45 civi- 
goes a long way to closely link the two | sided at his family | lians. Maj. Praya Song Suradet “trum- | 
generals: both are disciples of Moulana ^4 | home in Paris on | peted an emergency horn alarm" fora | _ 
Faridpuri, as are several other senior "| February 25, 1925, | military gathering by the statue of King 
army leaders, including Maj.-Gen. || overthe first meet- | Chulalongkorn. The minority represen- | 
Nuruddin Ahmed Khan. chief of gen- .| ing of his “Gang | tatives lined up, and Praya and Prayoon 
eral staff. A highly placed source told of Seven," which | informed the official leaders of “the con- | 
the REVIEW that when Ershad, accom- | included Pridi | fiscation of power.” 

` panied by Nuruddin, visited Moulana .| Panomyong and “There were a lot of surprised military 
Faridpuri in Atroshi early last month, ; ‘| strongman dic- | people there," said Prayoon, "but none |. 
the religious leader advised them that ^ tator-to-be  Pibul | knew what was going on or how strong | 
they, together with Rahman, should |.» *w З Songkram. “We | our side was. Most of them were іп | - 
remain united. Rahman was not pre- _й| agreed unani- | favour of the revolution once they learn- | — 
sent at this meeting as he wasill with in- mously that the | ed thatthe king would be retained on the | - 
fluenza in Dacca. After his return from . king would be the | throne. Then we cut off telegraph and | 
the pilgrimage to Mecca Ershad paid | | head of the country — just as in Britain | telephone cables in the city and put sev- |. 
another visit to the Moulana early this | | — but that we would have a constitution | eral important people in custody." 


month. which reduced his burdens of govern- The gang had prepared for possible | 
Similar ties of friendship and loyalty | | ment so that he would not be responsible | failure. They had arranged that the “re- 

bind Ershad to other top-ranking gene- | | for any failures of the democratic system | formed" Pridi should board a boat on the 

rals. Major-generals Abdul Wahed and | | in which we would have the right to | main Bangkok canal, carrying a mass of 

` Abdus Salam, both recently promoted, | | govern ourselves,” he said. circulars which explained the motives of 

have been placed in command of the 55th "First, we had absolutely no desire to | the coup and which were to be freely cir- 

Division at Jessore and 11th Division at turn the country into a republic. And | culated if and when the army submitted, | 

a ap respectively. Both were hand- | | second, we would proceed as a revolu- | but immediately dumped if the coup | 

picked by Ershad and are said to be loyal tionary group but not as traitors — thus, | failed. The king and most senior gener- 

to him. Ershad's relations with Maj.-Gen. no cruelty or tyranny whatever." als were absent in Hua Hin for ^shoo 

Abdul Mannaf, commander of the 24th There were difficulties. Pridi — ac- | practice." The only attempt at resistance 

Division at Chittagong, and. Maj.-Gen. || cording to his friend and colleague, | came from the Royal Guards, who disco- 

Abdus Samad, who heads the 33rd Divi- Prayóon — had become somewhat influ- | vered however that their weapons had. 

sion at Comilla, are also known to be cor- | | enced by communism and was ordered | been "collected." 

dial. Thus the martial-law regime is one of | | back to Bangkok after the suspicious “Within a few hours the revolution. 

mutual support and consensus among the French police reported the activities of | was a success," Prayoon recollected hap- 

top military leaders. As one highly placed the group. Also, Pridi took with him on | pily. "There had been no bloodshed — ; 

source put it: "Obviously Ershad heads which I think heo Wigan cec as a good 

the military government in the country. * deed on the part of the revolutionaries.” | _ 

But it is in effect a joint effort by the Miei n een tied у тане Surely it should be counted also as 48 

armed forces for implementing an ees by colleague John Sipper of the Bangkok Post | & tribute to Siamese common te 

socio-economic programme. Ershad, by in 1970 and a happy reunion іш теси strength and unity — now in demand as | 

. virtue of his position as the army chief of | | with the Bangkok Post's editor-in-chief, Theh | the “liberating” Manu are on the 

B and cin; has е екг as a | | Chongkhadikg. — =- / march. ў 
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Antagonism grows towards a guerilla leader amid reports that 


other rebels 


By John Fullerton , 
Peshawar: Forgery is а flourishing activi- 


` ty in Afghanistan. Passports, military 


exemption papers and other documents 


~ are available in the Afghan capital, Kabul, 
| for those seeking to avoid or evade the at- 


tention of the authorities. 
A written order, stamped and signed, 


. which recently found its way to neighbour- 


= 


= 


ing Pakistan and which implicated the 
- most controversial and arguably best-or- 
ganised Afghan resistance organisation in 
actions allegedly treacherous to the gueril- 
Jas’ cause may very well have been false. 
Nevertheless, whoever was responsible 
for it had an unerringly accurate sense of 


К the way in which the young, bearded en- 


s in the firing line to keep Hezb- 


order was forged — by the 


b ghan resistance leaders were 


. it, including those leaders who 


Pl 


ineer Gulbaddin Hekmatyar and his 

ezb-i-Islami partisans be- 
have. The order, apparently 
' bearing both stamp and signa- 
ture of Gulbaddin, told his 
commanders to harass rival 
groups, to seize their weapons 
and stocks of food wherever 
че, to drive them out by 

rce from key areas and to en- 
courage them to take first place 


i-Islami casualties to a mini- 
mum. Whether or not the 


Soviet Union or rival guerillas 
— is academic. Its significance 
lay in the fact that other Af- 


repared to distribute copies of 


have joined Gulbaddin in the 
formation of a conservative, Islamic al- 
liance of guerillas. 

- Gulbaddin was one of the first Afghans 
to establish a resistance organisation. At 


_ first he received covert Pakistani support 


in the form of weapons and training. Since 
then he is reported to have received funds 
from Iran, Libya and the Gulf states. De- 

ite his followers' Sunni faith, he aped 

e revolutionary zeal of the Shia revolu- 
tion in Iran. Gulbaddin's well-organised 
and relatively disciplined forces have 
shown a persistent and far from accidental 
tendency to attack and obstruct fellow 
guerillas fighting the Soviet-backed Kabul 
administration and often at decisive mo- 
ments in major counter-insurgency opera- 
tions. 
Yet he still remains the most favoured 
beneficiary of largesse provided by the 
conservative Jamaat-i-Islami Pakistan. 


| This political party is banned along with 


all other opposition groups, but is in prac- 
tice able to organise and act with a freé- 
dom denied the Left-leaning opponents of 
President Zia-ul Haq’s military govern- 
ment. 


ve been summarily executed by his followers 


The reason for Jamaat's preference is a 
mix of ideology and pragmatism, because 
Gulbaddin espouses the cause of Islamic 
reformism — an international resurgence 
which aims to establish a purist Islamic 
order in Kabul. His following is also dis- 
ciplined and was at one time considered to 
be the most effective instrument for over- 
throwing pro-Soviet administrations in 
Afghanistan. Hezb-i-Islami is also primar- 
ily Pakhtoon. Central power in Afghanis- 
tan, however tenuous, has traditionally 
been the preserve of the Pakhtoon tribes 
and therefore for Pakistan's security and 
foreign policy interests, itis the crescent of 
Pakhtoons living along the border and 
stretching from Kunar to Kandahar which 
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Refugee children: political te 


must be the first concern of both the au- 
thorities in Peshawar and Jamaat-i-Islami 
Pakistan. 


Д" towards Gulbaddin is wide- 
spread and intensifying, both among 
the guerillas in Afghanistan, among re- 
fugees in Pakistan and in Pakistan's politi- 
cal opposition. Reports reaching the fran- 
tier town of Peshawar recently suggested 
that yet another influx of refugees had 
begun to arrive in remote border areas. 
And some said they had fled their homes 
to escape the excesses of Hezb-i-Islami. 
Figures released. by the Pakistani re- 
fugee administration put the total number 
of Afghan refugees registered in Peshawar 
at 2.7 million. More than 2 million are re- 


gistered in about 300 camps in the North- 


west Frontier Province alone. Diplomats, 
Pakistani officials and foreign relief work- 
ers all note the remarkable lack of tension 
between the local population and the new- 
comers. : 

This harmony is impresslve because 
many of the refugees are settled in tribal 


areas where the indigenous population is | 







ing are scarce. Yet refugees а! ted 
with magnanimity and understanding, 
notwithstanding the Pakhtoons' notorious 
hostility to outsiders and the rigorous hon- 
our code to which every tribesman must 
adhere on pain of death. 

One recent incident is often quoted as 
an example of the good relations between 
the two communities. During the Muslim 
fasting month, Ramadan, two young male 
refugees strolling through a tribal area 
were smoking cigarettes — forbidden 
from dawn to dusk during that month. 
They were shot by tribesmen incensed by 
their heresy. According to tribal custom, 
the refugee community demanded that 
those responsible for the killing be handed 
over. The tribe agreed and the malefac- 
tors were turned over to the aggrieved re- 
latives and were, in turn, shot. Peace re- 
turned to the area. 

But today, the refugees increasingly 
complain of having two enemies: the 
Soviet Union and Hezb-i-Islami, while 

. localresidents speak of Hezb-i- 
Islami as troublemakers with a 
licence to interfere in provin- 
cial politics. This is keenly 
exploited by local political ac- 
tivists to stir up fear and 
animosity among their follow- 
ers towards Afghans in general 
and the authorities in Peshawar 
in particular. For most Pakis- 
tanis there is no distinction be- 
tween the activities of Hezb-i- 
Islami and the presence of Af- 
ghans in general. 

The recent Israeli incursion 
into Lebanon was quickly 
taken up by political activists as 
an indication of what could 
happen if the refugees and re- 
sistance assume a permanent 

resence in Pakistan, a sort of 
Asian version of the Palestinian problem. 

United Nations officials are also con- 
cerned about Hezb-i-Islami. They say that 
some of the UN-monitored money de- 
stined for refugees is siphoned off to 
Hezb-i-Islami, which is also charged with 
getting more than its fair share of rations, 
tents and other relief aid. For example, 
UN money paid for school textbooks or- 
ganised by a Jamaat-i-Islami educational 
committee. Some of the books, to UN 
chagrin, were highly political in content. 

Hezb-i-Islami is clearly favoured by the 
Pakistani refugee administration in 
Peshawar. Newly arrived Afghans are en- 
couraged to sign up for Hezb-i-Islami by 
Pakistani officials, often in the presence of 
Hezb-i-Islami workers. More ominously, 
Hezb-i-Islami runs its own security service 
in Pakistan. It is known by the acronym 
Sakhar which, fully translated, means the 
Organisation for the Service of Islam, or 
simply and ironically the True Servants of 
God. Sakhar mounts a watch on leftist Af- 
ghans. It also picks suspect Afghans up off 
the street and takes them to secret deten- 
tion centres. One such prison was forcibly 
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Party of India has warned that according 


to its information, “communal forces are | 
„planning to plunge all western districts [of 


Uttar Pradesh] in communal riots.” 
Riots are a part of life in volatile north- 
ern India with its complex ethnic, caste, 


religious: and linguistic milieu. But inde- 


pendent analysts fear that the coincidence 


of communal riots in recent years and at- 


tempts at Hindu revivalism indicate a 
well-conceived political plan to bring 
about mass upheavals which may prove 
disastrous for Indian politics, 

Syed. Shahabuddin, 


cept the country will have a Hindu ethos 
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THE BOEING 757 


ISTHE MOST EFFICIENT NEW 
JETLINER FLYING TODAY. 








With fuel savings of up to 47%, the Boeing 757 can keep Southeast Asian airlines a step ahead of rising 
fuel costs. 

The 757 is equipped with quiet, fuel-efficient engines. It's built with advanced, lightweight materials. 
And it features computerized flight controls for the most economical operation of the aircraft. 

The new generation 757 also has a spacious single-aisle design. Overhead stowage compartments are 
large enough to accommodate carryon garment bags. 

And the 757 has the lowest cost per seat mile of any jetliner in its class. It can carry 186 passengers ina 
mixed class configuration and up to 239 all-tourist passengers. 

Fuel efficiency. Advanced technology. Passenger comfort. Add it all up and you'll see why flying will 
continue to be the world’s best travel value. BOEING 
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THE FIRST CHOICE 


Sheraton Hotels 


WHERE STYLE SURROUNDS YOU 


Day to day, city to city, the service and In the morning, it's freshly pressed clothes, the 
amenities are always unsurpassed when you spend morning paper, sparkling room service and spark- 
your day with Sheraton. That's the Sheraton style ling Sheraton people. During the day, it's outstand- 
worldwide. ing meeting facilities for groups of all sizes. It's the 

In Manila, it's the music filtering through the pools, the shops, and Sheraton's central locations 
six-story Atrium Lobby from a 20-piece orchestra that put you close to all the major airports, business 
in the early evening. In Seoul, our style surrounds districts, and shopping areas. And at night, it's the 
you in the Kayagum Dinner Theater, with its finest in food and drink in a superb variety of 
cabaret shows and traditional Korean dancers. restaurants. It's the best entertainment, proximity 
Now that's style. to each city's nightlife, and some of the finest 











Century Park Sheraton-Manila: Entertaining friends in a luxury suite with a view of Manila Bay. 


HONG KONG e TOKYO e SEOUL e SINGAPORE • BANGKOK e PERTH • MANILA 
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© NEPAL HONG KONG 


2 
TAIPEI9 
MANILA 


BRUNEI 
BANGKOK ® Ф 


SINGAPORE* ® 


*Second Singapore 
Hotel opening in 1984. 


PERTH 
e 


accommodations you've ever 
hadthe good fortune to come back to. 


* SYDNEY 


coming. From the beautiful and sophisticated city 
of Sydney, to the Oriental mystique of Taipei, all 
Sheratons deliver the same consistent level of 
excellence morning, noon, and night. Because 
when you travel this far to do business, your day is 
too important to have it any other way. 


For reservations at any of the more than 430 
Sheraton Hotels worldwide, call your Travel Agent, 
or call Sheraton at: 


Home Kong SPUD SM ЖЧ 

okyo 264- angko - 
wi Osaka 314-1019 Sydney 231-6677 
^ Seoul 442-8211 Melbourne 63-6741 
„ылуу Регїһ 325-0501 Ашар се 
ароуа -1701 
re Singapore 235-4941 


Morning to night, Manila to Seoul, Sheraton © 
always surrounds you with distinctive style. You'll - Hotels 
find twelve locales now, and more Sheraton cities heraton 





Sheraton Walker Hill: A meeting of East and West at the polished marble entrance to the Crystal Room Casino. 


e BRUNEI e TAIPEI e AUCKLAND e SYDNEY èe ROTORUA, N.Z. e BRISBANE 





When the success of your business 
depends on making the right connections, 
look to the investment banking service 
with connections all over the world. 





High interest rates, volatile 
economies, and the increasing 
difficulty of generating capital have 
made it harder to make your busi- 
ness succeed. Today, more than 
ever before, you need connections 
to get ahead. And Bank of America's 
Investment Banking Group can 
help you make them. 


The valued connections we've 
built over the years make us an 
important resource. 

Our vast global network and 
global expertise, plus our multicur- 
rency finance experience, give us a 
worldwide presence few banks can 


match. Our offices on every conti- 
nent, capable of instantaneous satel- 
lite communication, give us instant 
access to the world's financial 
markets, both public and private. 
Our investment banking 
specialists are highly qualified in 
devising and executing complex 
financings as well as financial 
consulting. They know the markets. 
They know the options. Their skill 
will help you make the most of 
every opportunity. Their creativity 
will help you make opportunities 
out of situations you might otherwise 
not have considered. And their 
connections can help turn those 


opportunities into achievements. 


Our approach to financial 
structuring recognizes the 
unique demands of every 
situation. 

Traditional financing tech- 
niques are often inadequate in to- 
day's business environment. That's 
why our financial experts design 
each funding package, whether it's 
for $1 million or $4 billion, to meet 
a client's specific requirements, 
We've syndicated loans of all types. 
We've structured, managed and 
distributed Eurobond and floating- 
rate note issues to meet our clients' 


special funding requirements. We 
have one of the largest experienced 
leasing operations in the world. 
And in 1981, we were the top com- 
mercial bank in private placements. 


What's more, we can tap the 
full resources of Bank of America to 
create unique funding packages that 
combine investment banking and 
commercial banking instruments 


Our advisors can guide you 


skillfully through highly complex 


financial transactions. 

Acting in an advisory capacity, 
our investment banking specialists 
have lent their knowledge to a 


broad range of business enterprises, 
both domestic and international. 
We've advised corporations on 
merging, acquiring or divesting 
companies. And we've become а 
leader in project financing 


Whether you need capital or 
just capital ideas, it pays to have the 
right connections. To find out how 
to make them, call your Bank of 





America Account Officer, or our 
investment banking specialists in 
New York, (212) 907-7746, or San 
Francisco, (415) 622-1698. It's the 
first connection to your future 
connections, all over the world. 


Look to the Leader.” 


BANKOF AMERICA Bi 


Bank of America NT&SA 1982 
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BENSON & HEDGES 








TONY JACKLIN plays BEN CRENSHAW 
72-Hole Strokeplay Competition 
1st Leg: Hirao Golf Club, Toyohashi, Japan, Tuesday 9th November 
2nd Leg: The Royal Hong Kong Golf Club, Thursday 11th November 
3rd and 4th Legs: Pondok Indah Golf and Country Club, Jakarta, 
Saturday 13th November and Sunday 14th November 





22) Benson & Hedges World of Golf. 


Official carrier to the tournament, Cathay Pacific 


e THE ludicrous personality cult 
around North Korea's Kim Il Sung 
reached new heights of comic exaggera- 
tion in the wake of his recent visit to 
China. Of course, according to the 
North Korean media propaganda or- 
gans, which contain very little apart from 
awe-struck accounts of his every action, 
he is never anything less than the "great 
leader," the “loved leader" or the “re- 
spected leader,” so naturally his visit to 
China was “historic” and his hosts al- 
legedly full of praise for his “great vic- 
tories and shining successes in the inter- 
national arena." According to the 
Pyongyang Times, “Comrade Hu 
Yaobang came together with Comrade 
Kim Il Sung" — and you cannot ask for 
anything closer in the way of socialist 
solidarity than that. 

The. same newspaper. editorialised 
that the “fraternal relations" between 
China and North Korea are "excep- 
tional” and. went on: “These relations 
are inseparable as lips and teeth." Chill- 
ingly, that was the phrase once used to 
describe China's fraternal relations with 
Vietnam, and the threatening undertone 
was echoed in Kim's own words in a 
speech he made at Chengdu: “The Ko- 
rean people are proud of having the 
. Chinese people as their close revolutio- 
nary comrades-in-arms and China as 
their reliable Tear." Which is exactly 
what China was once supposed to be for 
the revolutionary Vietnamese. 

e THE great leader's words enshrine 
perfect wisdom, however banal they may 


be. The front page of the same comic 
weekly recently reported his visit to a 
factory producing farming machines: 
"The binder, spraying and busting 
machine and other new farm machines; 
the great leader President Kim Il Sung 
noted, аге good because these are handy 
and efficient." 

He is also the world's greatest author- 
ity on every subject under the sun, for he 
never fails to give "highly important ad- 
vice" to all and sundry. To the techni- 
cians making the farming machines, “he 
put forward the detailed tasks required 
to produce them in large quantities." A 
weck later, photographed with a display 
of corn cobs (like the old emperors of 
China, Kim's heavenly mandate is appa- 
rently necessary to ensure good crops), 
he gave a group of agriculturalists 
"highly important teachings on a series 
of problems arising in helping the deve- 


Derek Davies 


lopment of agriculture in Africa.” Af- 
rica? Yes, Africa. 

e THE North Korean press would per- 
suade its readers that Kim is revered all 
round the world. Another Pyongyang 
Times headline reported that his 
speeches in China had been reported by 
the “world mass media." A closer read- 
ing of the news item revealed that ex- 
tracts had been carried by newspapers in 
Burma, Pakistan and the Malagasy Re- 
public and by Radio Gabon. 

Foreign  toadies write sickening 
eulogies about the dumpy little dictator. 
One recent effusion, entitled “Comrade 
Kim II Sung, the Greatest Revolutionary 
in the World," by a certain Hayat Hus- 
sain of Bangladesh was typical of such 
unadulterated balderdash: “The great 
leader Comrade Kim Il Sung's infinite 
love for people and selfless dedication 
are hardly comparable. In his warm care 
there can be nothing but bliss and perfeet 
bliss. So the Democratic People’s Re- 
public of Korea is a heaven on earth.” 

How long must the lively, gifted and 
individualistic Korean people who have 
the misfortune to live in this blissful 
heaven have to endure this travesty? Ac- 
cording to Hussain, all they have to look 
forward to is more of the same, in the 
shape of the dictator's son: “It is so won- 
derful to see how in Korea all the glows 
of sun are being showered upon another 
rising sun to keep the nation under con- 
tinuous sunshine. This new rising sun is, 
obviously, the dear leader, Comrade 
Kim Jong 11...“ 


e TWO notices on Asian beaches which hardly welcome the visitor. The first, photographed by James Templeton, warns swim- 
mers off a beach near Taipei that it is not to be enjoyed by those who are overdrunk or mental bati ent, if they are nudity orincon- , 
stant or immoral. Nospit and nourine are all oweb in this beach. Swimmers are not permitted to take any fishing in the ocean, but 
asked to disderse quickly in the case of an air-raid. The second, taken by a Thai reader, remains a mystery, and I can only guess at 
the difference between a “normal acting" postcard and a “special acting" one — apart from Baht Í0 that is. 
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The Marcoses with Armacost and other foreign guests in Leyte; Marcos in the US: unequivocal endorsement. * 





Reagan reinforces Marcos' position, but nagging problems remain 


Support for a strongman 


By Rodney Tasker 

Manila: As the parade float illustrating 
Filipino-American friendship trundled 
past him, President Ferdinand Marcos 
suddenly snapped to attention and sa- 
luted. United States Ambassador Michael 
Armacost, caught by surprise in his seat 
next to Marcos, also rose to the occasion, 
followed by his Australian and Japanese 
counterparts and members of the Philip- 
pine cabinet. It was an unmistakable ges- 
ture by Marcos to show his gratitude to the 
US for effectively giving him a helping 
hand in consolidating his 17-year-rule. 

The scene took place on the island of 
Leyte during celebrations to commemo- 
rate the 38th anniversary of Gen. Douglas 
MacArthur's landing there on October 20, 
1944, to liberate the Philippines. An ex- 
ceptional array of guests, including Mar- 
€os, his wife Imelda and 16 members of 
the cabinet, plus diplomats and other 
foreign guests, attended. 

Significantly, it was the first such annual 
ceremony Marcos has attended for several 
years, and a 38th anniversary is normally 
no special occasion. Also, the ceremony 
followed Marcos' highly successful state 
visit to the US last month — successful not 
just on a government-to-government basis 
but because of the domestic spin-off as 
millions of Filipinos saw their strongman 
president on TV being warmly greeted by 
President Ronald Reagan. 

That trip was quite a party for the Mar- 
coses. There had been fears of massive 
demonstrations by US-based Filipinos 
against the 65-year-old leader's prolonged 
authoritatian rule, but they failed to 
materialise. Instead, Filipinos at home, 
currently going through a period of crippl- 
ing economic hardship and political doubt 
about the longevity of the Marcos leader- 
ship. were treated to scenes showing 
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Washington's unequivocal endorsement 
of his rule. 

That was important to Filipinos, most of 
whom have a deep-seated attachment to 
Americans, as was Marcos’ televised Na- 
tional Press Club confrontation with the 
Washington press, in which he was seen 
deftly handling sometimes embarrassingly 
personal questions about his regime's 
human-rights record, his and his wife's 
personal fortunes and how much longer he 
intended to stay in power. 


B: now comes the political morning 
after. Marcos has been reinforced by the 
Reagan administration's support, an ap- 
proach which contrasts with that of the 
former Jimmy Carter administration 
which leaned on Marcos, seeking to per- 
suade him to restore the democracy he 
had swept away when he imposed martial 
law in 1972 and only symbolically lifted in 
January last year. And thus fortified, Mar- 
cos can continue to treat the factionalised 
and largely ineffective moderate opposi- 
tion with disdain, while using his powerful 
military machine to contain both the vio- 
lent and the non-violent challenges to his 
rule by the communists and other radical 
groups. But the nagging problems remain, 
such as those involved in sincerely carry- 
ing out a programme to establish a more 
stable and more democratic political sys- 
tem, in providing for a smooth transition 
once he has gone and, above all, tackling 
the economic slump. 

Of all the political systems in Southeast 
Asia, with their varying degrees of au- 
thoritarianism, Marcos' regime since the 
declaration of martial law has been re- 
parded by many observers as the most 
fragile. In Singapore, Malaysia and Thai- 
land, which have their own brands of 


semi-democracy, the individual's material 
lot has generally improved even if he has 
had to sacrifice full political and social 
freedom in the Western sense. Indonesia's 
military-led political system has also pre- 
sided over impressive growth. 

In Marcos' Philippines, however, there 
has been an effective erosion of individual 
incomes, widespread malnutrition (which 
is still largely unchecked) and high un- 
employment. The economy has deterior- 
ated to such an extent that now, with thé 
growth of gross national product forecast 
to reach only 3.8% this year; with foreign 
debts totalling US$16 billion and many 
smaller-sized businesses threatened with 
extinction, the Philippines is in worse 
shape than any of its Asean neighbours. 

With near-absolute powers for the past 
10 years, in the form of martial law for 
eight years and a modified constitution to 
ensure that he has retained his grip on 
power since then, Marcos has failed to 
compensate Filipinos for their loss of civic 
rights by giving them a better standard of 
living. According to a current World Bank 
report, real daily wage rates for skilled in- 
dustrial workers in Metro-Manila on an 
index figure of 100 in 1972 had fallen to 
63.7 in 1980. Unskilled labourers saw the 
purchasing power of their pay packets cut 
by almost half over the same period. 

According to the report, the number of 
Filipinos looking for jobs will be 700,000 a 
year for the next five years, an annual in- 
crease of 3.7%, which is the highest in 
East and Southeast Asia and, according to 
the bank, one of the highest in the world. 
The report highlighted the potential for a 
further decline in wages and the deteriora- 
tion in income distribution this indicated. 

Although Marcos fobbed off his ques- 
tioners at the recent Washington press 
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Anti-Marcos demonstrators in Manila; NPA guerillas: challenges to a 17-year rule. 


conference with a figure of 4% un- 
employed, more realistic estimates in 
Manila put the figure as high as 14%. Mar- 
cos’ figure was probably based on the offi- 
cial government estimate in 1980 of 4.3% 
unemployed, but this in turn was based on 
а survey in which Filipinos were asked if 
they had done any work over the previous 
three months — so that one day's work in 
the period would mean employment. 

There are recent signs that Marcos is 
now prepared to tackle one of the weak- 
nesses in his economic system 
cronyism. Since 1972, businessmen clóse 
to the presidential palace have enjoyed fi- 
nancial support and marked privileges, 
which allowed them to make substantial 
profits without fear of competition; these 
have sometimes not been commensurate 
with their business skills. This has proved 
to be a factor detrimental to the health of 
Philippine commerce and industry. 

However, over the past two years Mar- 
cos has apparently allowed his govern- 
ment technocrats, such as Prime Minister 
Cesar Virata, Central Bank governor 
Jaime Laya and Trade and Industry Minis- 
ter Roberto Ongpin — severely hampered 
in their dealings with the favoured few in 
the past — to move against them 
(REVIEW, Мау. 14). Rodolfo Cuenca, 
head of the Construction and Develop- 
ment Corp. of the Philippines, Herminio 
Disini, whose Herdis group once em- 
braced some 30 companies; and Ricardo 
Silverio, head of the Delta Motor Group. 
have all had their wings clipped by the 
government's financial agencies. 

Their companies were allowed to grow 
unchecked and, having run out of money 
following last year's financial crisis in 
Manila, were soaking up too large a share 
of government-sponsored funding. This 
shoring up of the cronies helped to 
weaken an economy already reeling be- 
cause of the world recession, which has 
meant slimmer markets and poorer terms 
of trade for the Philippines life-blood ex- 
ports such as coconut products, sugar and 
minerals. 

There are signs that Marcos, possibly 
under World Bank pressure, will continue 
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to give his technocrats their heads — to 
the extent that this does not endanger his 
political flank. This is reassuring for 
foreign investors. Representatives of 
American multinationals with substantial 
investments in the Philippines in particu- 
lar are said to be happier in the current 
business climate — the sporadic vested-in- 
terest campaigns against them in the local 
роя which characterised previous years 
ave now died down. 

Marcos' successful Washington trip also 
helped. In candid comments to this corres- 
pondent during the Leyte fiesta, Mrs Mar- 
cos, having said she was not merely satis- 
fied but "very satisfied" with the US trip. 
claimed that, having seen the Philippine 
president embraced by the US president 
on TV, Filipinos would now feel even 
closer to the Americans. “Now the Ameri- 
cans can do anything in the Philippines,” 
she said. 


Н: while allowing his economic 
managers more leeway, Marcos will 
take care not to upset his political apple- 
cart, a system which in the Filipino style 
requires an element of patronage and re- 
turned favours. 

The president appears to be trying to es- 
tablish a firmer political infrastructure to 
ensure that there are no major ructions in 
à post-Marcos scenario, while keeping the 
opposition from having any more than a 
sniff of power. At the same time, he has to 
keep the foreign and domestic critics of 
the awesome powers which he seems in no 
hurry to relinquish at bay by at least going 
through the motions of broadening the po- 
litical arena. 

That is no easy job even for an adept 
politician like Marcos. He has managed so 
far to tinker sporadically with the constitu- 
tion so as to wrap it around his rule while 
ensuring that his every move bears at least 
the appearance of legitimacy. There may 
no longer be martial law as such, but con- 
stitutional amendments and a restricted 
election shortly after it was lifted allowed 
Marcos to win a term as elected president 
which stretches to 1987.and still with con- 
siderable power vested in the presidency. 








Recently, the pro-government ,Manila 
press has been giving wide prominence to 
calls from members of the Marcos-domi- 
nated National Assembly — almost cer- 
tainly inspired by Marcos himself — for 
presidential and local elections to be held 
at the same time as those scheduled for the 
assembly in 1984, or even a year earlier. 

Opinion on whether such elections will 
actually take place, or whether the talk of 
them is just another typical Marcos ploy to 
keep his people politically titillated, is di- 
vided. The president clearly does not have 
to hold such an election, yet he was quoted 
by the local press as commenting: “I am 
ready anytime to cut my term to accom» 
modate their [his opponents] wishes." But 
he stressed that he would run only if the 
opposition also took part. 

That could have been the catch, be- 
cause the opposition boycotted last year's 
presidential election, and has made little 
headway in building up any sort of threat 
to Marcos. The United Nationalist Demo- 
cratic Organisation, an opposition um- 
brella group, has put up several conditions 
for its taking part, including a reorganisa- 
tion of the government's election agency, 
a purge of the voters’ rolls to eliminate fic: 
titious voters and a longer election cam- 
paign period. Two other opposition par- 
ties, the Social Democratic Party headed 
by former information minister Francisco 
Tatad and assemblyman Reuben Canoy, 
and the more grassroots-based Pilipino 
Democratic Party, headed by Aquilino 
Pimentel, have not reacted publicly. 

There is considerable speculation 
among political observers that Marcos is 
in fact planning to hold such an election to 
please Washington, whether or not this 
was suggested to him during his US visit. 
But, under the Reagan administration, 
there has been little sign of any pressure 
on Marcos politically, apart perhaps from 
private expressions of concern about 
abuses of human rights by troops such as 
those recently highlighted in à report by 
Amnesty International. the London- 
based human-rights organisation. This re- 
port claimed that, since martial law was 
lifted, "there have been a number of cases 
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in which people have been tortured, sum- 


` marily executed or simply disappeared." 


Nor does Washington appear to be par- 
ticularly concerned about identifying al- 
ternatives to Marcos, unlike the Carter 
administration which became jittery after 
the downfall of the Shah of Iran and main- 
tained links with Filipino opposition lead- 
ers such as Benigno Aquino, now living in 
the US. American officials appear to be- 
lieve that Marcos will probably remain at 
the helm for the foreseeable future — the 
way he coped comfortably with his punish- 
ing schedule in the US tended to belie 
rumours that he is seriously ill — and that 
any post-Marcos scenario will feature 
some of those who are close to him now, 
with no drastic changes in the system. 

That is the optimistic, but in many ways 
also the realistic view. Barring any further 
drastic downturn in the economy, Marcos 
currently seems secure. The armed chal- 
lenge to his rule posed by the communist 
New People’s Army (NPA) continues to 
gain ground in rural areas, aided by de- 
teriorating economic conditions, but no 
one considers it to be a major short-term 
threat. The number of priests of the pow- 
erful Roman Catholic Church now ac- 
tively working for and in some cases tak- 
ing up arms with the NPA is causing some 
concern among church leaders, however, 
particularly as such activities provide am- 
munition for government sniping at the 
church — an influential critic of human- 
rights abuses — for its involvement in poli- 
tics. 


n an interview with the REVIEW, Arch- 

bishop of Manila Cardinal Jaime Sin 
said he could not deny that some priests 
turned to Marxism. He obviously disap- 
proved of this, but pointed out that priests 
in the rural ares became highly motivated 
in their work among the poor, and often 
could not avoid contact with NPA sup- 
porters. A by-product of this, and what the 
cardinal called brainwashing, could lead 
them to become Marxists. He called for a 
dialogue between priests and the military, 
and said he was trying to tell priests not to 
become too engaged in political activities, 
because this would distract them from 
their pastoral vocation. "I talk to the 
priests. There is no hatred, but there must 
be something wrong with communica- 
tions," he said. 

Marcos may have failed to deliver to the 
Filipino people so far despite his substan- 
tial powers — and original promises to do 
so in a system unfettered by democratic 
processes. Yet, despite his economic 
woes, the increasing frustration among his 
opponents, which is forcing them to take a 
more populist stance along with more 
radical elements and continuing worries 
about the lack of a resilient, stable politi- 
cal system, he does not appear in any im- 
mediate danger of falling from his perch. 
In fact, he may now consider that he has 
been given a new political lease of life by 
Washington's warm endorsement of his 
rule. In the current morning-after period, 
the wily Filipino leader, himself a teetotal- 
ler, is emerging as clear-headed as ever. fi 
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the KKK equation 


By Guy Sacerdoti 

Manila: Imelda Marcos busies herself 
with a note pad, sketching a design which 
is being touted as a formula for develop- 
ment. She takes a political triangle, an 
economic rectangle and a circle represent- 
ing the attainment of social goals, runs 
them together in the form of an equation 
which in turn produces a big heart-shaped 
figure, happiness, which in turn becomes 
an infinity sign. “I know this sounds a bit 
mushy,” she says as she inscribes her for- 
mula, "but it is the simplest way of exp- 
laining the concept.” 

The concept in question is Kilusang 
Kabuhayan at Kaunlaran, or KKK, which 
has become the core of what the powerful 
wife of President Ferdinand Marcos de- 
fines as the essence of growth during the 


que 


garnered government commitments to the 
tune of P4 billion (US$457 million), a 
tidy sum given the depressed state of the 
economy and limitations on. budget ex- 
pansion. But the KKK is a priority project 
and anything it wants, it gets. At a time 
when farmers are reeling from the effects 
of dismal commodity prices, the KKK is 
offering them new work and alternative 
sources of income. For the urban poor, 
the KKK is meant to give squatters em- 
ployment. It is to help raise standards of 
living despite the decade-long economic 
facts of inefficient investment, declining 
real wages and skewed capital-output 
ratios. 

In effect, the KKK 15, designed as an 
economic and psychological panacea for a 








current post martial-law chapter of Mar- 
cos’ rule. And while Mrs Marcos, who is 
minister of human settlements as well as 
governor of Metro-Manila, continues to 
raise the eyebrows of disbelievers each 
time she launches into her long, rambling 
monologues on spirit, beauty, feelings, 
man, animals and plants, she has 
nevertheless positioned herself at the 
centre of one of the most serious, sweep- 
ing and expensive development program- 
mes the nation has attempted. 

The KKK's aim is to give economic op- 
portunities’ to. the most disadvantaged 
people. It is cheap loans and seed money 
for small grdups of rural workers to run 
piggeries; new warehouses and markets to 
sell onions and garlic produced through 
the KKK programme; multimillion dollar 
extravaganzas at New York department 
stores aimed at selling handicrafts and 
other Filipino goods, and it is training, ex- 
tension work and bureaucracy. It is such a 
vast programme, in fact, that Mrs Marcos 
terms it a movement — a movement for 
nothing short of "national livelihood." 

Barely a year old, the KKK has already 


society whose economic and political 
mood has slumped. It is an anti-recession- 
ary approach which exudes an optimism 
aimed at returning mass thinking towards 
production and self-help — and not a 
small dose of political support for the Mar- 
cos duo as well. 


jg question is, of course, will it work? 
Despite all the high-sounding philoso- 
phical talk and public relations, is the con- 
cept too fuzzy to make sense? Or, more 
realistically, can the government afford to 
foot such an enormous bill? And are the 
targeted beneficiaries actually getting the 
goods, or are the dictates of Philippine 
politics getting the better of good inten- 
tions? 

The safe answer is that it is too early to 
tell. Marcos announced plans for the pro- 
gramme only during his post-martial law 
inauguration in June last year. Two months 
later he signed an executive order estab- 
lishing the KKK as a priority programme 
and, in October, the first projects began to 
take shape. But the better answer is that 
while the overall concept óf the KKK is 
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execution has been spotty enoug 
servers to worry about wasting inereas- 
ingly limited financial resources. 

The dominating presence of а ; Mar- 
cos as secretary-general of the KKK and 
the predominance of Human Settlements 
Ministry Officials at every bureaucņatic 
turn have led even some top government 
officials to fret over the creation of a gov- 
ernment within a government, one which 
bypasses normal channels of budgeting, 
auditing and fund disbursement. 


The оп of the KKK, which is of- 
ficially under the jurisdiction of the 
Human Se ents Ministry, into areas 


such as loan Situation for example, ig- 
nores the talent already in place within the 
banking system and puts much decision- 
making into the hands of inexperienced 
KKK ts. And the use of political of- 
ficials, such as governors and mayors, to 
define and promote local KKK projects 
has already led to charges of fund manipu- 
lation and even lending for non-existent 
projects. 

There is nothing wrong with the concept 
of the KKK, which is based on the need 
for getting small-scale economic activity 
going at village level. Creating jobs for the 
country’s rapidly growing labour force is 
certainly laudable. And the list of targeted 
beneficiaries — landless workers, slash- 
and-burn upland farmers, subsistence 
fishermen, urban slum dwellers, cultural 
minorities, school dropouts and disabled 
people — can hardly be faulted. 

The project prototypes are based on 
Mrs Marcos’ economic rectangle, which, 
as she explained to this correspondent, 
places seven types of projects within four 

| categories: mountain terrain, 
upland, lowland and coastal regions. Al- 
though esoteric in graphic form, the sense, 
for example, of promoting agro-forestry 
projects for lumber and firewood produc- 
tion in mountain regions is obvious. The 
importance of fish production in coastal 
areas is also obvious. Livestock feed and 
other animal-husbandry ро are high- 
lighted among the KKK lueprints, as are 
waste conversion, housing-material pro- 
duction and the labour-intensive export- 
oriented cottage industries. 

Any group of five people or more can 

apply as an association for a KKK loan 
and individual loans are also granted. The 
initial government allocation was РІ bil- 
lion. This was split into an interest-free 
fund of P300 million. basically for 
schemes following the KKK blueprints for 
priority projects with capital needs of less 
than P3.000 for individuals, and a P700 
million tranche at 12% annual interest for 
the larger priority projects in the marine, 
livestock and forestry sectors, further 
funding of interest free projects, and any 
non-priority project. The only collateral 
required for the interest-bearing loans is 
the project itself. Repayment varies by 
project from six months to 15 years. 

The funds, allocated from the P8 billion 
budget allotment for priority support 


denies are released by the treasury to gov- 










Minister Cesar Virata, are trying desper- 













billion, or oy 4% to 2.5% of the 
national product. But in the nine mont 
to September the deficit was already 
ing the P 12 billion mark. For the Phi 
pine economy, control is becoming 
as the International Monetary 
continuing negotiations with the e 
ment over a US$510 million credit to help - 
finance balance-of-payments deficits: 
Performance criteria are part of the 
talks, and the budget deficit is bound to be — 
one of them. Given other budgetary 
needs, particularly large maintena 
costs for infrastructure, it is essential tha 
KKK funds are efficiently spent. One. 
the criticisms of the KKK'is that funds ai 
not heading towards priority borrowers. 
There are already a number of small credit | 
programmes for agriculture, marine 1 f 
stock and handicraft projects, and | 
KKK will succeed in creating new je 
only if the money it spends or lends e 
up in the hands of those not covered by — 
other programmes. ho 
Also, while data has not been m 
available by the ККК secretariat, п 
ous KKK projects have been directed 
wards the military, not one of the 
recipient groups. Marcos himself, in Se 
tember last year, directed that military _ 
land be freed for KKK use, and urged the 
active participation of Armed epe f 
the Philippines personnel and 
families in KKK projects. During a E A 
earlier this year to Jolo, in southern Min- _ 
danao, this correspondent noted nu А 
ous agricultural projects at the First Tabak _ Р 
Division headquarters being funded oe 
the KKK. And one es told t 
REVIEW that in his home province, Several 
KKK projects were tried by local Philip- — 
pine Constabulary units, one in рай 


velo, k of the Phil 

ar) and the Land Bank of Philippines 
7%). But the banks are simply conduits 

for disbursement. Project approval, 

evaluation and monitoring are all done by 
the KKK's staff, which is inexperienced in 
such fields. 

Earlier this year, the allocations for the 
KKK were doubled to P2 billion and the 
budget for next year has added P2 billion 
more. And, according to the original 
KKK plans, the programme over a seven- 
year period (to 1988) would lend nearly 
P9 billion, with operating and subsidy ex- 
penditures pushing the total to more than 
P11 billion. 
















































dded to that, however, are the asso- 
ciated costs outside the KKK budget. 
For example, cottage industries sell their 
ез via government export services. 
ransport, shipping and marketing costs 
go to the account of the National Cottage 
Industries Development Corp. (Nacida), 
a body which comes under the umbrella of- 
the Human Settlements Ministry. Farm 
produce is bought and marketed by the 
National Food Authority (NFA), which 
also comes under the Human Settlements 
Ministry as een to the Agriculture 
Ministry. The NFA recently received 
Central Bank approval to begin floating 
bonds (up to P1 billion) to help. finance 
the purchases. The construction of new 
warehouses is financed out of Ministry of 
Publit Works and Highway funds. In 
these circumstances an attempt to deter- 
mine the real cost of the KKK programme 
is extremely difficult. 
What complicates the situation is that 
this is all happening at a time when the 
government's technocrats, led by Prime 
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Marcos himself has shown that. the suc- ^ 


cession question is one of his main politi- 
cal preoccupations. When he travelled to 


| Saudi Arabia in» March, with a large: 


number of cabinet ministers — including 


Mrs Marcos — he left behind instructions | 
чо be implemented should anything unto-.- 





ward happen to him and his party. In- 
terestingly, the orders. were left with 
-armed forces chief of staff-Gen. Fabian 
Ver; a faithful. Marcos loyalist who long 
commanded Marcos' palace guard. 

Ver was instructed to make arrange- 
ments for the Executive Committee to 





seen 230,000 jobs ereated by KKK pro- 
jects. However, it is difficult to determine 
whether these are new jobs for. the un- 
employed, or merely additional income 
for military or politically oriented civilian 
groups. Crities-also say that these pro~ 
` blems would have been ameliorated if the | 
„KKK idea had been tried out in certain 
test provinces before it was made into a 
national priority programme. Starting in 
this more concentrated fashion would 
have improved evalu 
of the projects, apart from ensuring that 
those most adept i 
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- Saudi Arabia. Others thought that it was 
an ominous sign that Marcos expected the 
military to take over after his departure 
from the scene. Certainly it is true that 
military leaders in the Philippines, who 
"have enjoyed a privileged role since mar- 
“tallaw was imposed, will have to endorse 
enduring leadership after Marcos, 
nif they do not take’ pûrt directly, 
. One theory about Marcos’ instructions 
was that itwas to offset any possible power 
at Ministet Juan Ponce 
Enrile, who did not accompany the presi- 
dential party and who, though known as à 
longtime Marcos loyalist, is always men- 
tioned as a contender in the power equa- 
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called for national, local апа presidential 
elections to be held simultaneously in 
1984, they also said a vice-president 
should be elected. That would mean anew 
post in direct line for the succession, re- 
quiring yet.another amendment to a con- 
stitution which has been so tampered with 
since 1972 that most people-are confused 
about what is and is not law. 

Given the fact that little emerges from 
the National Assembly — a body almost 
totally dominated by Marcos’ Kilusang 
Bagong Lipunan (New Society Move- 
ment) — that is not inspired or sanctioned 
by Marcos, the obvious conclusion is that 
the president may be planning for one in- 
dividual to be his successor. And could 
that person be his controversial wife? 

Both Marcos and his wife have re- 
peatedly denied that she wants to take 
over. "When the president goes, I go.” she 
has said. And in his most recent statement 
on the issue, when questioned by jour- 
nalists at Washington's. National Press 
Club during his recent visit, Marcos said: 
"No, no. She isnot going to be the succes- 

r." But then he added: "But she may be 
needed to help the successor because 
without her help. or without. my help, the 
successor may not be able to succeed." 

The last remark may have been reveal- 
ing. Some diplomats in Manila believe 
that though the president does not want 
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Ver: a change of heart. 


his wife to succeed him, knowing that this 
might lead to political and economic insta- 
bility given her lack of a substantial politi- 
rs among foreign inves- 
tors about such a scenario, he might want 
her to continue to be among the leader- 
ship in order to keep his stamp on the suc- 
cession. Marcos is known to want keenly 
to remain a key figure in the Philippines" 
destiny. He wants to be remembered 


fondly and with respect, not reviled as a 
dictator. 

















over in fiha current situation will be a Mar- _ 
cos supporter. Few observers are talking 
about a violent takeover at this stage, 
though without a solid foundation for the 
succession and with growing radicalism | 
among the opposition, that cannot be 
ruled out as a longer-term option. 
Whether or not Mrs Marcos will slot 
into the presidency when her husband f 
goes, she is thought to want to stay in f - 
power, despite her denials. | 
In a recent 45-minute TV programme in 
Manila, she answered questions on a f 
whole range of domestic and foreign is- 
sues put to her by the local press. She ap- 
peared quietly confident and competent, 
in the mould of a world leader. 
She has also been trying to increase her Ed e. 
friends in the military. Ver, once thought $ 
to be somewhat cool towards her, has ap- | 
parently had a change of heart; most nota- 
bly, he accompanied her ona trip to Mos- f — 
cow in July. She isalsogainingaruralbase |. 
through her Kilusang at Kabuhayan- 3 
Kaunlaran (national livelihood and de- f 
velopment movement). And while she | 
puts too much emphasis on expensive | - 
beautification projects, which has earned | 
her a reputation as an irresponsiblespend- | 
er among her critics, she is working re- - T 
lentlessly to ensure that she will be around - 
either at, or somewhere near, thetopfora > 
long while to come, | — RODNEY TASKER © 
































WHAT CARRIES FIFTY PEOPLE, - 
LIVES ОМ THE WATER, —— 
FLIES THROUGH THE AIR, 
MOVES THE EARTH 1 
HAULS UP TOFORTY TONS 
AND GENERATES ENOUGH — 
POWER TO SUPPLY A FACTORY? - 











You could be excused for thinking Volvo only make — engines, construction equipment, trucks and Е X 
+ Cars. . .most people do. industrial engines. m 
But in fact, Volvo is one of the world's lárgest So next time you see a Volvo, think of more > 
manufacturers of buses, marine engines, jet than cars. Volvo do! Aa 
r 
VOLVO S 
E: 
Volvo Far East Ltd. (Representative Office! 24 vh 


Volvo South East Asia (Pte) Ltd. 1123 Serangoon Road, Singapore 1232. Tel: 2836822 
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By Sheilah Ocampo 
Manila: The Ministry of Human Settle- 
ments, run by Imelda Marcos, is spread- 
_ing its net wider. It is now the imple- 
menting agency for the US$200 million 
Economic Support Fund (ESF), part of 
_ the US$500 million being paid for the ren- 
tal of bases in the Philippines by the Unit- 
` ed States for 1979-84. 
` These ESF funds were made available 
as a grant through the US Agency for In- 
ternational Development (USAID) їп 
conjunction with the 1979 amendment to 
the 1974 agreement on the bases. Under 
the agreement, the US Congress is ap- 
| propriating US$200 million for the ESF in 
parts, in addition to a total of US$300 
million for military assistance. 

Washington wants the ESF spent 

primarily to upgrade the social and 
“economic conditions of areas surrounding 
‘the military facilities, as well as on deve- 
ı lopment of the 44,000 ha. outside Clark 
_ air base, north of Manila, which reverted 
to the Philippines after the amended 
agreement. 
— The base-rental question was reported 
_ to have been brought up in discussions be- 
tween President Ferdinand Marcos and 
his American supporters during his offi- 
cial visit to the US. It was reported that the 
vernment was expecting to increase the 
Й ае from US$500 million to US$1.5 bil- 
lion during a review of the agreement 
which is to begin in February 1983. Mar- 
cos wants more economic aid and in- 
creased military assistance to improve the 
armed forces’ firepower. s 
Under the present agreement, half the 
.ESF was earmarked for projects started 
between 1980-82, such as the construction 
of 900 typhoon-resistant schools to accom- 
“modate some 113,900 children. These 
. have now been built at a cost of US$18 
‘million. A road network costing US$5 mil- 
lion is to be built on land the Philippines 
regained, and US$68 million will go to a 
development fund to assist 21 cities and 
municipalities in various development 
projects. 

The other half of the US grant will be 
used from 1983. Allocations | include 
US$21 million to improve public markets 
in 72 towns and US$26 million to finance 

- three rural energy projects in the Visayas, 
specifically for procurement of three 5- 
mw. wood-fired power plants, the pur- 
chase of gasification equipment and cre- 
dits for development of 19,500 ha. of tree 
farms which will provide feedstock and 
charcoal for these power plants. 

A USS$45 million regional fund, mainly 
for the provinces of Tarlac, Pampanga, 
Zambales, Bataan and Nueva Ecija, is to 
be used to resolve the problem of squat- 
ters in the base areas regained and also 
along the bases’ perimeters. An estimated 
20-28,000 squatters live on land regained 
from the Clark base. 


This land was to have been turned over 
to the Ministry of Human Settlements — 
the implementing agency for the ESF — 
by the armed forces. However, chief of 


staff Gen. Fabian Ver was reported in the 
Manila press to have said that the land 
would remaim a military reservation. Ver 
also reportedly said that, under the agree- 
ment between the armed forces and the 
ministry, the land or any part of it would 
be subject to recall for use by the military 
and that the 200-m. buffer zone around 
the US facilities at Clark would be main- 
tained. 

Another significant aspect of the agree- 
ment — which is subject to review every 
five years — was a stipulation that no per- 
manent structures, except roads, be 


erected on the land and that the base com- 
mander's approval be secured before any 
projects are started. This was to ensure 





that they would not hamper Philippine- 
US military operations, it was reported. 
Aside from the regional development 


fund, US$10 million was also earmarked 


to develop selected parts óf the regained 
base area. 


espite the fact that 6095 of this land is 

described as rugged, the area yields 
considerable forest resources which could 
guarantee millions of dollars in log sales. 
Reliable sources said that squatters have 
planted sugarcane, rice and corn on some 
parts of the former base areas. It is not 
known whether the military controls in- 
vestment in the lands regained, but it was 
indicated during discussions between 
USAID and the Ministry of Human Set- 
tlements that the military did not want to 
give up its hold on the land. 

REVIEW sources said that the ministry 
competed with others — particularly the 
Ministry of Agriculture — for control of 
the ESF grant. Earlier it had been pre- 
sumed that the National Economic and 
Development Authority (NEDA) would 


of ements had set its eyes on 
the US$200 million grant. 

Marcos created an inter-ministerial 
body, chaired by Mrs Marcos, to advise 
the president on ESF projects. Its mem- 
bers are the ministers of defence, trade 
and industry, agriculture, education and 
culture, public works and highways, 
budget, and the director-general of 
NEDA. In addition to this committee, 
Marcos also authorised the establishment 
of a secretariat responsible forthe day-to- 
day planning, management and monitor- 
ing of the ESF programme. [tis headed by 
Deputy Human Settlements Minister, 
Conrado Benitez, assisted by some 75 full- 
time staffers. 

USAID officials told the REVIEW that 
they were satisfied with the projects pre- 
sented by the Ministry of Human Settle- 
ments — requiring a 10-year (1981-91) 
gestation period — to use the ESF grant. 
However, USAID sources said that some 
degree of scepticism prevails, particularly 
in the light of the ministry's broad and all- 
encompassing functions. 

Under the leadership of Mrs Marcos it 
has encroached on 
other ministries in 
the name of its basic- 
needs programme. 
Since last year it has 
been the sole minis- 
try: for the im- 
plementation of the 
Kilusang Kabuhayan 
at Kaunlaran pro- 
gramme, the econo- 
mic blueprint of 
Marcos’ new repub- 
lic. This programme 
could benefit from 
ESF credits. The 
ministry has also vir- 
tually taken over the 
national housing 
pro; me from the 
private sector includ- 
ing the low-cost Bliss housing scheme 
which the World Bank has criticised as im- 
practical for low-income Filipinos. 

The ESF comes in as dollars which are 
retained by the government for foreign ex- 
change and payments are disbursed in 
pesos. The bases provide economic input 
apart from this with the local economies of 
areas close to the bases greatly dependent 
on the Americans' presence. Altogether 
the local financial spin-off from Subic Bay 
is about US$185 million while about 
US$50 million is channelled through the ` 
local economy from Clark. 

But there is another side. Critics main- 
tain that the moral decay of people living 
near the American facilities has been 
alarming. They say that prostitution — 
sometimes involving children — drug ad- 
diction, gambling and criminality flourish. 
Some of the ESF funds will go to alleviat- 
ing these problems. But the corrosive im- 
pact of the facilities on the fabric of the 
community is difficult to measure and 
therefore hard to compensate for in dollar 
terms. 
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Extracting the aggregate to construct 
the world's largest housing programme was 
a massive problem. 

It took Atlas Copco's expertise and 
equipment to succeed in drilling the deepest 
quarry ever undertaken in Hong Kong. 
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Today two Atlas Copco ROC 810H 
hydraulic crawler drill rigs, complete with 
dust collectors, are in operation at a quarry in 
Lam Tei owned by Asia Stone Co. Ltd. 

Atlas Copco ROC 601 pneumatic 
crawlers ensure aggregate is constantly 
supplied to a fleet of six 50t dump trucks. 

Drilling is constant. Ten hours 
a day, seven days a week. But the proven 
durability of Atlas Copco equipment ensures 
a consistent daily output between 3,000 and 
4,000 cubic metres. 

People are now settling in the new 
housing. New highways link the new satellite 
towns and industrial estates. 

The Hong Kong Goverment's vision to 
house 1.4 million new residents before the 
middle of the 80's is steadily taking shape. 

In South East Asia, and throughout the 
entire world the immense experience 
and expertise of Atlas Copco is at work on 
major projects. 

Providing not only equipment, but the 
training, personnel and back-up that are 
essential for undertakings of any size. 


Atlas Copco 
E Re, 


When you buy our equipment, you get a whole company. 


Hong Kong, Atlas Copco (HK) Ltd, 227-229 Wai Yip Street, G/F & 1/F Kwun Tong, Kowloo 


Yokohama-shi, Kanagawa Pref 236. Korea, Atlas Copco Korea Co Ltd, 11-13 Jung Dong 
Superhighway, Paranaque, Metro Manila. Thailand, Diethiem & Co Ltd, 1696 New Petchbu 
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iong Kong. Indonesia, Р.Т. Atlasco Sakti, Cilandak Commercial Estate 203, Jakarta, Indonesia. Japan, Atlas Copco Gadelius KK, 3-9 Torihamacho, Kanazawa- Ku, 
iuh Dae Moon Ku, Seoul. Malaysia, Atlas Copco (M) Sdn Bhd, Lot 6 Lorong Kawat, Shah Alam, Selangor. Philippines, Atlas Copco (Philippines) Inc, Km 15 South 
oad, Bangkok. Bangladesh, Brunei and Burma, enquiries to Singapore office: Atlas Copco (SEA) Pte Ltd, 21 Tuas Avenue 3, Singapore 2263 
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Every business has its humble beginning; and the same story goes 
for Thailand's largest brewery, the Boonrawd Brewery Co Ltd — 
sprawling along the banks of the Chao Руа river. 

But downing a hearty pint or rather a bottle or two a day, until about 
50 years ago, was an alien habit to the Thais, who since time im- 
memorial, have preferred the intoxicating maekong (a potent local 
whisky). 

Till today, this fiery maekong is still Boonrawd's arch rival for its gold- 
en lager, the Singha, named after a mythical lion. The name 
suggests not only a golden beer, but also one with the heart of a lion. 
When beer was first introduced into the country is anybody's guess. 
Butthe undisputed factis that it came with the opening of the country 
to foreigners some time either at the end of the last century or at the 
turn of this century. 

Boonrawd's founder Phya Bhirom Bhakdi's first encounter with this 
frothy brew was through a Dane who introduced him to the drink. But 
it was his enterprising son who took the initiative to visit Germany 
where he learned the process of making beer — thus giving birth to 
the first and now largest indigenous brewery of the country. 

To the Western taste buds, accustomed to "tamed" beers, Singha's 
4.7 proof (alcohol content) may seem on the strong side, but to the 
Thais, who have an insatiable thirst for strong drinks, especially hav- 
ing been used to maekong, beers are mild. 

With a population groomed to such "hard" stuff, Singha’s early days 
was anything, but smooth sailing. Though the cap of the first bottle 
popped off on 6th July, 1934, it was not till a decade later that it 
began to gain mass support. 

Of course, there were also other factors hindering its rapid spread, 
noted Santi Bhirom Bhakdi, Boonrawd’s sales manager, a third-gen- 
eration Bhirom-Bhakdi and offspring of the son who went to Ger- 
many, in a recent interview. 

Transportation in those early days was undeveloped, hence ham- 
pering distribution to areas outside Bangkok and advertising was 
also unheard of. 

But like all good things, word got around and its reputation wandered 
beyond Bangkok. With it, grew production from the early days’ 500 
cartons to almost three quarter of a million bottles daily today. 
Once assured of its secured market position in Thailand, Singha has 
ventured overseas. According to Santi, their golden brew can be 
found in America, England, France, Burma, Laos, Kampuchea and 
Hong Kong. 

They have however, shrewdly steered clear of the Old World. With 
its own traditional European brands deeply entrenched, an imported 
Asian brew's chances of success is negligible. 

About 4 per cent of the company's total production of 130 million 
litres a year is exported whilst the rest is consumed domestically. 
An ambitious project is now in the pipeline Sanrit revealed. "We 
have plans to set up our own import office in the United States in the 
next few years, but not in other parts of this region as we will then 
have to compete with other leading brands from all over the world," 
he said. 

The American market, understandably is massive, while those in the 
nearby countries have limited potentials — considering drinking 
habits, economic situations of the population and current degree of 
beer saturation. 

But life is not a bed of roses at Singha. Production graph charts of the 
company have registered тоге than-their fair share of ups and 
downs — not in any way connected with rival competition though, 
but with prevailing government policy. 

Depending on urgency to acquire liquid funds and attitude towards 
alcoholism in the country, the Thai government has regularly in- 


creased excise duties on the sale of liquor; these customarily vary 
from 20 to 30 per cent. 

“With each increase, the immediate effect is a noticeable drop in 
beer consumption, but after the initial shock has been absorbed, 
sales inevitably pick up again,” he stressed. 

However, last year’s increase of 58 per cent took the bubbles out of 
Singha for a much longer duration and the pinch could not go unfeit. 
Annual production dropped by 30 per cent, from 1980's 150 million 
litres because of poorer sales. 

Sales have picked up of late and Santi predicts production for this 
year will reach 130 million litres. 

Undaunted by government policies, the company hopes to further 
expand its 90 per cent of the domestic market with the introduction of 
a super premium beer with 3.8 per cent proof in another six weeks. 
And, for the ladies, distilled water will also soon be on the bottling 
lines. 

Although three German experts are employed to run the massive 
brewery staffed with 1,130 employees, the business remains very 
much a family concern with second and third generation Bhirom 
Bhakdis at the helm. 

Some local staff are also trained in a brewery in Hamburg, West Ger- 
many through arrangements by their consultants — ensuring a con- 
stant quality standard is maintained. 

One of the foremost ambitions in the company's plans is to wean its 
dependence on foreign sources of such essential ingredients as 
barley over the next few years through a cooperative farm project, 
up in the Northern part of Thailand. 

Farmers of this cooperative grow barley solely for the brewery which 
also guarantees them a fair price. This therefore reduces the uncer- 
tainties of fluctuating prices and unstable supplies in time of bad har- 
vests that inevitably arise when dependent on foreign sources. 
Beer brewing at Boonrawd is a highly specialized business with 
computerised controls and sophisticated equipment working in 
close harmony. . 

The current plant is only two years old, but it cost a hefty 50 million 
Baht to build and boasts some of the very best equipment availa- 
ble for beer brewing, to ensure consistent performance. 

Atlas Copco, the Swedish multi-national noted for its modern sta- 
tionary and portable compressors, mining and construction equip- 
ment and toois, is closely associated with Boonrawd. 

Two units of ZR 3s, a unit each of ZR 5 and ZR 4 as well as two units 
of GA 308s and several other units of airlets are quietly, but consis- 
tently supplying air. to the whole plant, which would otherwise come 
to a complete standstill. 

They enable the plant to mechanize its brewing process, as nearly 
all its installations are pneumatic. Air is used to shut and open val- 
ves, regulators, tanks, cellars and also for pumping first, wort (a mix- 
ture of water, hops and malt — an early form of what we later know 
as beer) and later the beer itself. 

Five years ago, the former plant operated with electric valves, but 
these were found to be unsafe. As a result, when the new plant was 
built, the management unhesitatingly chose pneumatic valves and 
to date, this has proven to be a correct step. 

And in the fermentation chambers where yeast is added to the wort, 
in order to help transform it into beer; Atlas Copco's compressors 
supply the vital clean, dry, oil-free air essential for the functioning of 
yeast. 

Compact and unobtrusive, these compressors are hardly noticeable 
in the modern plant, but in their own silent, unseen ways, they keep it 
functioning 24 hours a day, 365 days a year. 

Through its distributor in Thailand, Diethelm, Atlas Copco provides 
the back-up and maintenance services. 
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he recent return to power of the Social Democratic 

Party (SDP) — after being in opposition for six years 

— means exciting times for Swedish business and in- 
dustry. Whether it will be exciting good or exciting bad re- 
mains to be seen but there is no doubt that things will not be 
the same. 

The SDP held power for 44 years before being ousted in 
1976 by a non-socialist coalition led by the Centre Party 
(CP), formerly an agrarian party. The CP rode to victory on 
an anti-nuclear wave. It joined with the Conservative and 
Liberal parties to form a coalition which lasted only two 
vears, falling apart over differences on nuclear energy. The 
Liberal Party held office in minority for one year and follow- 
ing the 1979 elections — which the SDP lost by just a few 
thousand votes — a new three-party coalition was formed. 
This one also fell apart after two years, this time over taxes 
— always a hot issue in Sweden. 

Now, the SDP has returned holding a solid majority in 
Parliament with the support of the small Communist Party. 
Obviously, voters were simply tired of weak coalitions which 
were blamed for drawing Sweden into the worst recession 
since the 1930s. This has meant huge budget and balance- 
of-payment deficits, big foreign loans and — worst sin of all 
— unemployment. Actually, by world standards Swedish 
unemployment is miniscule — only about 3% — but that is 
much more than recorded since the 1930s and the SDP did 
not let anyone forget this in the election campaign. 

Voters were undoubtedly most disappointed that coali- 
tion governments failed miserably in keeping such 1976 
and 1979 election promises as lower taxes, less bureau- 
cracy, balanced budget and less state involvement in private 
business. 

Surprising and contradictory as this may seem, non- 
socialist coalitions nationalised more companies in their first 
three years in office than the SDP did in 44. What happened 
was that a number of big companies — in shipbuilding, tex- 
tiles, electronics, pulp and paper — ran into serious financial 
troubles and, since many thousands of jobs were at stake, 
the government took over to prevent bankruptcies. It also 
engineered the creation of a large state-controlled commer- 
cial steel company — merging a state-owned mill with two 
private mills — in the hope of cutting huge losses through 
rationalisation. 

All these measures were undoubtedly something that the 
SDP would have taken had it been in office at the time while 
the Conservatives and Liberals would have raised the roof 
with protests of socialisation. 

All in all, it was no real surprise that the SDP returned de- 
spite having a very heavy millstone round its neck: a pro- 
posal for employee shareholder funds. This was the major 
issue in the election campaign. 

Employee-controlled funds, created out of corporate pro- 
fits and used to buy shares in companies, were proposed 
back in 1975 by Rodulf Meidner, an economist with the 
powerful Trade Union Confederation (known as LO). 
Meidner's proposal was more or less a natural development 


of what had been discussed by unions for some years: giving | 


workers greater influence in on-the-job decision-making. A 
number of major steps toward greater industrial democracy 
were taken in the early 1970s and Meidner's proposal was 
clearly aimed at providing more power to employees 
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Sweden's King Carl XVI Gustaf and Queen Silvia. 





through unions holding shares in companies. The proposal 
was immediately attacked by business and industry as well 
as by the non-socialist parties. 

The SDP avoided the issue in the 1976 and 1979 elec- 
tions on grounds that a parliamentary commission was 
studying the concept and would come up with its own pro- 
posal. The commission finally did, but there was no consen- 
sus. 

Meanwhile the SDP and the LO came up with a new 
proposal. Basically, it involved establishing a 1% tax on 
wages (above the already high wage-taxes employers pay) 
to be paid by private as well as state and municipal employ- 
ers. In addition 20% of excess profits by large companies 
would be paid into a fund — along with the 1% tax receipts. 
There would be funds created in each of the nation's 24 
countries which would get shares of the taxes and excess 
profits fees and would buy stock in listed companies. 

The amounts that the funds would get varied according to 
whether the estimate was made by proponents or oppo- 
nents of the scheme. The Association of Swedish Sharehol- 
ders estimated that about US$1 billion would pour into the 
funds annually, based on 1981 earnings. If that kind of 
money were used to buy shares, it would not take many 
years — critics say about six — before the funds controlled 
the largest and most successful companies. 

The SDP says this is exaggerated and that the aim of the 
funds is to provide investment capital to companies to make 
them more modern, more internationally competitive and 
to create new jobs. The original idea of worker power was 
pushed into the background and in response to arguments 
that unions would control the funds — through fund boards 
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— SDP chairman, Olof Palme, suggested that boards be 
elected in general elections. Fund critics immediately ar- 
gued that this would mean politicians in control, which is 
perhaps even worse than having union officials in control 
since most union leaders have at least held jobs in industry 
at one time. 

Under the proposal, foreign-owned companies in Swe- 
den would not be affected — other than having to pay the 
1% tax and face payments of 20% of excess profits. Here, 
foreign-owned companies would be among the hardest hit 
since most of them are among the nation's consistently most 
profitable. These include IBM, Flygt (a pump-maker owned 
by ITT), Rank Xerox, Unilever and Bayer. 

Critics point out that the proposal would penalise the 
most profitable companies, could lead to funds pouring 
money into no-future companies just to maintain local jobs, 
would stifle expansion abroad and would also create a great 
opportunity for owners of companies doing badly to unload 
them to the funds on threat of closing them down. 

Despite a massive drive against the funds in the election 
campaign, the SDP maintained that because of the many 


Еш ев of Sweden's leading industrial, trading and 
energy companies will visit Thailand in November in 
the first Swedish missions of their kind. 

Prince Bertil, uncle of King Carl XVI Gustaf, will lead 
an industry and trade delegation to Bangkok between 
Nov. 1-3 which will be immediately followed up by an 
energy symposium and exhibition from Nov. 4-5. The 
two events are sponsored by the Swedish Trade Council. 

The industrial delegation includes senior executives 
representing 16 companies. These are Alfa-Laval, AGA 
Navigation Aids AB, ASEA, Electrolux, LM Ericsson, 
Fermenta AB, Gótabanken, Jacobson & Widmark, Nitro 
Nobel AB, SIAB, Skandinaviska Enskilda Banken, 
Swedpower, Swedyards Development Corp., Svenska 
Handelsbanken, Volvo and Ytong International. The 
executives, who will be meeting with government and in- 
dustry officials, aim to promote Swedish-Thailand trade 
and business. 

The energy symposium and exhibition to be inaugu- 
rated by Prince Bertil will be at the university s Academy 
of Sciences. Experts from nine Swedish companies will 
deliver papers and discuss a range of energy subjects in- 
cluding thermal power plants, hydropower, transmis- 
sion, distribution and energy conservation. Kasem 
Chatikavanij, general manager of the Electricity Generat- 
ing Authority of Thailand, will open the symposium. 
Papers will also be delivered by Thai experts. Leading 
the Swedish energy delegation is Sven Lalander, man- 
ager of operations and sales of the State Power Board. 
Companies include ASEA, ASEA-ATOM, Atlas Copco 
MCT, Kamewa AB, Sweco AB, Swedyards Corp., Stal- 
Laval Turbin AB and Tour & Andersson. 

Obviously, the mission's aim is to increase trade. In this 
case, however, the visitors will be looking not only to ex- 
port but to increase exports from Thailand to Sweden. 
The trade balance is now heavily in Sweden's favour. 
Last year, Thailand exported US$25 million to Sweden 








technicalities and unsolved details, it would notimmediately 
push through legislation: and one can believe this. It is 
known that the SDP has never been all that enthusiastic 
about the funds but was forced to support them in this past 
election in order not to alienate the impatient LO. The SDP 
knows full well that the idea is not popular among average 
workers or party members but has been pushed by idealistic 
union economists and some union leaders. One point that 
rubs many the wrong way is that funds would be owned col- 
lectively; there would be no provision made for an indi- 
vidual to get shares in a company to hold or sell as he 
wished. 

This is an essential point. The Liberal Party and the CP 
have said they could back a fund system but only if shares 
were held individually. 

Swedish business and industry admit they missed the 
chance to act many years ago to create systems en- 
couraging workers to buy shares in their companies, as is 
common in the US. But this concept would have riled 
unions, which always opposed the idea of workers as 
shareholders. And for many years — as long as the SDP was 


large part of the trade is handled by Ekman Agencies Ltd. 
and Ekman & Co. Ltd., one of Sweden's largest trading 
companies. It handles products in Thailand of a number 
of well-known Swedish companies — including Alfa- 
Laval, Stal-Laval, Solna Offset, ESAB, Kockums and 
Uddeholm — and products exported from Thailand, 
primarily tungsten ore. (Sweden's Sandvik is one of the 
largest buyers in the world of tungsten, used for cutting 
tool tips, and is the world's largest maker of tungsten car- 
bide tool inserts used in metalworking and rock drilling. 
Tungsten (Swedish for heavy 
stone) was discovered by 
Swedish geologist Karl Scheele 
just 200 years ago. 

Prince Bertil, who will be ac- 
companied by his wife, Princess 
Lilian whom he met while serv- 
ing as assistant naval attaché at 
the Swedish Embassy in Lon- 
don during World War II, is the 
third son of the late King Gustaf 
VI Adolf. In his youth, Prince 
Bertil was an avid sportsman, 
specialising in track and field 
events, speed skating and motor 
racing. At the beginning of 
World War Il, he commanded a PT boat squadron and 
today holds the rank of Admiral in the Swedish Navy. 

As a result of business and commercial studies, he be- 
came interested in foreign trade. He is one of Sweden's 
leading promoters of exports and has headed trade dele- 
gations to all parts of the world. He is honorary chairman 
of the Export Association of Sweden, president of the 
Royal Automobile Club, the Swedish Sports Federation 
and the Swedish Olympic Committee. The Prince, who 
celebrated his 70th birthday this year, today restricts his 
sports activities to golf and boule, the French game of 


Prince Bertil. 


while importing Swedish goods worth US$63 million. A | bowls that he introduced to Sweden. 
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Whyjnotpic' the ‘ucin -2¢lac_ 
that gives you more, 
when it doesn’t cost you more. 





More than just Business Class. 


Our new Business Class is as close to First So we had to invent a new name to 
Class as you can get on an Economy Class describe this new service: 
ticket. First Business Class. 

Next-to-First Class chairs. Close to First to tell you how much you get. 
First Class comfort. First Class service. Business to tell you how little you pay. 
You dine on china. You get a choice of A very nice combination, don't you 


entrées. In fact, the only thing you don't think? 


get is a First Class charge. 
It's all yours for the normal economy SISA. Sy 
fare. 


To call such a Business Class, just Busi- SCANDINAVIAN AIRLINES 
ness Class, doesn’t do it justice at all. The Businessman's Airline 








SCANDINAVIAN AIRLINES SYSTEM _ 


in the past year, SAS has been thoroughly revitalized to fulfill the require- 
ments of its markets, to operate in an environment with little or no growth, 
and to survive in a relatively new anti-protectionist, pro-competitive climate. 


New objectives have been shaped to return the unsubsidized airline — the 
national carrier of Denmark, Norway and Sweden — to profit after two years 
of deficit operation. 


The primary strategy is to establish SAS as “The Businessman's Airline,” to 
achieve supremacy in the business travel market by upgrading accommo- 
dations and services on the ground and in the air for the full-fare passenger. 


SAS has decided to concentrate on the business travel market because it is 
Stable, demanding and has the ability to pay for high-quality services. 


In its most recent marketing offensive, SAS is introducing “First Business 
Class” on its intercontinental 747 and DC-10 services. The strategy com- 
mits the Scandinavian airline to giving the business passenger the nearest 
thing possible to First Class treatment at normal Economy fares, without the 
surcharges other airlines levy on their business class services. 


A principal ingredient in the new class is a new seat whichis superior to tra- 
ditional First Class chairs. Meals are served as separate courses, with the 
same bone china, glassware and silver as in First Class, by an augmented 
cabin staff. 


The concept also includes substantial improvement in a wide range of other 
on-board amenities and ground and connection services to upgrade the 
total travel experience for all full-fare Economy passengers. 


SAS began its aggressive marketing programme last November to recap- 


ture declining market shares and to motivate business travellers to pay full 
fares instead of flying on various promotional fares, as they were, to an in- 
creasing degree. 


The first step was to introduce EuroClass on European routes. This gave 
full-fare passengers separate and faster check-ins and lounges, increased 
seating comfort and vastly improved meal and cabin service. 


EuroClass has thus far increased SAS's full-fare traffic in Europe by eight 
per cent in a market which was otherwise stagnant, according to Associa- 
tion of European Airlines (AEA) statistics. 


SAS also invested some $2 million to become Europe's most punctual air- 
line. The AEA reports that SAS had already attained this goal on its Euro- 
pean routes by the end of last year, and that the airline has catapulted into 
second place on its most important intercontinental sectors, the Far East 
and North Atlantic. 


In ail, SAS has invested some $130 million in 150 projects to become the 
preferred airline of the business traveller. Unlike most airlines currently in fi- 
nancial trouble, it has not resorted to wholesale staff layoffs or fleet ground- 
ings. SAS has chosen instead to view its costs as resources which, if better 
used, can give the customer better value forthe money. 


The Scandinavian strategy seems to be paying off; SAS's half-year financial 
report showed a profit of $7.5 million, representing a turn-around of $40 mil- 
lion compared to the same six months of the previous financial year. 


As SAS's president, Jan Carlzon, sums up the situation, "SAS's billions of 
dollars in airplanes and buildings mean nothing. Our only really valuable as- 
sets are truly satisfied customers.” 


Seema 
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SKF 


THE SKF GROUP has a well-established marketing and 
sales organization in the Asia Pacific Area where it has a 
good market penetration — the. SKF market share in the 
area, excluding Japan, is 17 per cent, and the sales in- 
creased by 20 per cent during 1981. 


This strength has been built up over a long period, almost 
from the time SKF was founded іп 1907, initially by dis- 
tributors and dealers. 


The first SKF company in this area was established in 1920 
in Melbourne, Australia. Seven years later the SKF New 
Zealand sales company was opened. In 1932 SKF estab- 
lished a sales company in Japan and another in Malaysia in 
1973. 


Long and close contact with the various markets through its 
distributors and dealers or its own companies, has provided 
SKF with a vast knowledge of the market, along with its re- 
quirements and problems. 


In 1973 SKF opened an Area Warehouse and Head Office in 
Singapore to provide a fast and efficient customer and dis- 


tributor service. Deliveries of bearings — and other SKF pro- 
ducts such as special steel, cutting tools etc. — arrive virtu- 
ally every day from SKF factories in Europe and other parts 
of the world. The warehouse is equipped with an air condi- 
tioning system which maintains a constant temperature and 
reduces humidity. 


To ensure a high level of customer service, some 9,000 to 
10,000 different types of bearings are held in stock. And to 
make certain that the types of bearings required by custom- 
ers are in stock, SKF salesmen pay regular visits to dis- 
tributors and SKF sales companies. The information ob- 
tained by this method supplements the centre's computer 
data output which regularly forecasts potential demand from 
different markets. 


To support and assist customers and potential customers, 
SKF offers a comprehensive technical service through its 
application engineers. They are fully-trained and possess 
the accumulated experience and knowledge of more than 75 
years of bearing technology. 


The SKF Group comprises some 180 companies, more than 
70 factories, and is represented in more than 130 countries. 
The Group employs more than 50,000 people and has a 
turnover exceeding SKR 13.5 billion. 





` Therolling revolution. 


Few people believe that bearings change much 
over the years or that there's much difference 
between them generally. 

The truth is of course another. But first, an 
analogy. 

When powered machinery found its legs at 
the turn of the century it ran into trouble. 
Time gained by ee! At up machines was often 
lost when parts broke down under the strain. 

(That's when out-of-line shafts were the 
rule rather than the exception and SKF made 
history by inventing rolling bearings that did 
the aligning.) 

Then. as now, technology could only 
advance successfully if support technology 
advanced too. 

Bearings are no exception. Their old basic 
principles still hold good, but that's about all. 

Intuition and theory have given way to 
science and experience. Micro-changes of 
tenths of a thousandth of a millimetre 
are now commonplace. And new bearing 
designs still give energy savings of anything 
from 8 to 80 per cent. 





In 75 years we've invented or 
developed virtually every 

type of rolling bearing and a few 
other kinds as well. 

We established the modern theory of bearing 
life that later became international standard. 
Like much of our basic work. 

We processed bearing steel to a degree of 
purity that is still not surpassed. And developed 
grinding machines of a precision never seen on 
the open market. 

We cut machining time of standard bearings 
from ten minutes, sixty years ago, to 75 seconds 
today. And improved bearing life until all but one 
or maybe two in a thousand could outlive the 
machines they were in. 

As a result we supply some 20 per cent of the 
world market with miniatures weighing three 
hundredths of a gramme to bearings 500 million 
times heavier. 

In applications from spinning spindles to 
NASA's space shuttle. 

So if you agree we've come a long way in 
rolling bearings since the revolution we started 
75 years ago, it’s likely you'll agree there's also 
a difference in bearings generally. 


We ease the friction of mechanical movement. 
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in office — unions and employers had excellent relations, 
hammering out central, national-framework contracts that 
resulted in labour peace the envy of Europe. 

Several years ago, the government created a system of 
tax incentives for investing in mutual funds or for buying 
shares in employing companies. This became extremely 
popular and was one of the reasons for the record-breaking 
climb of the Stockholm Stock Exchange last year: the gen- 
eral index rose 58%, making the market the best-perform- 
ing in the world. 

Although early in the election campaign, the SDP said it 
would abolish this system — on grounds that taxes are sup- 
porting stock market speculation — it had to back down be- 
cause of its tremendous popularity: nor did it want to be 
blamed for a market crash. (In fact the market climbed after 
the election.) 

The SDP has a pragmatic tradition which is not revolu- 
tionary, not by a long shot. Its fellow socialist and labour par- 
ties in Europe have always considered them conservatives. 
After all, how can a socialist party remain in office for 44 
years and allow 90% of industry to remain private and con- 
trolled by powerful families and financial groups? 

The SDP has always maintained that strong competitive 
industry is the key to the nation’s welfare. 
This provides the foundation for improved 
social benefits — schools, medical care, 
pensions, culture, old age homes aiid all the 
other features of a modern egalitarian, 
peaceful society. And as long as private in- 
dustry provided jobs and growth and a 
good future, there was no reason for the 
state to get involved. Indeed, economists 
agree that Sweden has the world’s most 
favourable corporate tax laws. They are de- 
signed to encourage investment and 
growth. (Personal income taxes, well, that is 
another story. ) 

With the controversial fund issue put 
aside for a while — the SDP has assured 
voters and industry that nothing will be 
done on this for several years while techni- 
cal details are being discussed — the SDP 
has turned its full attention to pressing economic problems. 
Much of these were caused by world recession events over 
which Sweden had little control. With an economy depen- 
dent on exports, there was really Ее the country could do 
when customers were simply not buying as they had in the 
past: and much of its problems were also due to weak coali- 
tion governments which could never agree on unified force- 
ful measures other than some devaluations. 

Were it not for the employee investment funds, there is lit- 
tle doubt that business and industry would have cheered the 
return of the SDP heartily, just as they cheered their depar- 
ture six years ago. Despite basic ideological differences. 
businessmen know that a strong government and one that 
can take unpopular decisions is vitally needed. In the past, 
the SDP showed it could act decisively and fast. In the elec- 
tion campaign it gave clear notice that taxes would have to 
be increased in order to help reduce the huge budget deficit, 
which this year will run about US$12 billion. 

“I definitely would have preferred a conservative govern- 
ment, but in a time of crisis what is needed above all is: a 
strong government, " said Hans Werthén, chairman of both 
Electrolux and LM Ericsson and also of the Federation of 
Swedish Industries. Werthén can point to a number of areas 
in which industry and the SDP have similar viewpoints — as 





SDP chairman Olof Palme. 











in industrial expansion and greater utilisation of untapped 
hydropower resources. 

Sweden's economic problems will not be easy to solve, 
no matter how strong the government. The national budget 
deficit is four times that of the United States, measured as a 
percentage of GNP. Foreign debt is skyrocketing: when the 
SDP left office in 1976, Sweden had not borrowed abroad 
for some 50 years. The coalitions changed that and became 
one of the biagest borrowers on international markets. The 
state's foreign debt is now over US$10 billion, the equiva- 
lent of 20% of the total national debt: little comfort has it 
been that Sweden has the highest credit ratings and, for a na- 
tion that not too many years ago looked at Japan as some- 
thing of a developing country and maker of cheap con- 
sumer goods, it is an entirely new situation today. Japan has 
been a regular lender to Sweden with the latest loan for 
US$300 million several months ago. 

A major problem is the constantly growing public sector 
which employs one-third of the labour force. The coalition 
governments, despite their promises, failed miserably in re- 
ducing public outlays and, when it tried, the SDP attacked 
them for attempting to dismantle the welfare state. 

“The Swedish economy features corporate stars in a sick 
economic climate," says Hakan Hedberg, 
business journalist, author and specialist in 
Japan and the Far East. His books, The Ja- 
panese Challenge (1969) and Japan's Re- 
venge (1972) became best-sellers in Swe- 
den and Europe — but they nevertheless 
failed to stimulate agaressive measures to 
counter the Japanese steamroller. Hedberg 
says that his fellow Swedes, as a nation, are 
living beyond their means. 

"This year, private consumption will 
amount to only 49% of GNP — compared 
with more than 60% in the US and 5796 in 
Japan," he says. “No, we are not living 
beyond our means as a people — but as a 
nation. Public consumption has grown from 
17% of GNP in 1961-65 to 24% in 1971-75 
and this year we cross the 30% barrier. The 
Swedes were crowned world champions in 
public welfare as early as the mid- 1960s: if they had been 
satisfied with that level, export industry would have con- 
tinued to be able to shoulder the burden. Now the Swedes 
are super world champions but carrying the burden on legs 
that are withering away. Investments as a share of GNP are 
down to about 17% of GNP, only half the level of Japan — 
the growth machine — which devotes only 9% of GNP to 
public consumption. Sweden crossed that level back in the 
early 1930s. The 'price for being overambitious is being 
paid. " 

Hedberg blames politicians: “They designed the welfare 
state and are killing it by not being able to slam on the brakes 
in time. The Swedish welfare state will survive, but it will 
shrink in years to come and the agony will be great.” 

How the SDP will soothe this agony is going to make fas- 
cinating reading in years to come. There is little doubt they 
will come up with some innovations as they have often done 
in the past. They will be controversial or, if one is more op- 
timistic, exciting. And, of course, if there is an end to world 
recession and a strong recovery, the SDP — riding the wave 
— will look very good. Despite traditional Swedish mod- 
esty, Olof Palme and his government might very well imply 
that it was as a result of them that the world economy reco- 
vered. Ф 
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ALFA-LAVAL Plate heat exchangers from Alfa-Laval are an integral part of many ship- 
board systems, including the centralized cooling system pioneered by Alfa- 
Alfa-Laval Serves the World Laval. Nirex, an Alfa-Laval subsidiary, is a world leader in the production of 


Alfa-Laval is one of Sweden's largest engineering companies. Annual tum- 
over in 1981 was US$1.2 billion with 18,500 employees. The Alfa-Laval 
Group comprises 140 companies in 35 countries. Alfa-Laval serves the 
world as a leader in separation and thermal technology. Its operations are 
divided between three separate groups: Industrial, Agri and "Other Com- 
panies.” The latter comprises a number of independent companies. 


Farm and dairy equipment 

Alfa-Laval began as a producer of centrifugal cream separators. From this 
single piece of equipment, the Company has expanded into one of the lead- 
ing farm and dairy equipment manufacturers in the world. 


тир saa aus NER 
and fuel oils since the early part of this century. Today, Alla-Laval's marine 
operations span ће globe, offering systems and equipment to perform a 
wide range of shipboard duties. 


freshwater distillers. Another subsidiary, STAL Refrigeration, manufactures 
and markets shipboard refrigeration systems. Service on Alfa-Laval marine 
equipment is covered by a worldwide network, including Alfa-Laval offices 
or representatives in Hong Kong, Japan, Malaysia, the Philippines, Singa- 
pore and Thailand. 


Food Technology 

Alfa-Laval is a major supplier of process plants for numerous industries, with 
a heavy bias towards food technology. For the refining of oil for food pro- 
ducts, such as palm oil, Alfa-Laval has a delivery capability ranging from 
Single components to tumkey plants for various process stages up to com- 
plete edible oil refineries. Plants and equipment for processing starch and 
vegetable proteins, Such as soya milk, are also part of the Alfa-Laval range 
of food technology equipment. 


Alfa-Laval also offers a wide range of equipment and systems for the fish 
and fish processing industry, both for the production of fish oils and proteins 
and or processing ee Equipment ranges from single components 

to complete processing lines. Alfa-Laval is also actively engaged in the 
aquaculture field. A subsidiary, EWOS, develops, manufactures and mar- 
kets fish feeds and fish breeding systems. 


Serving the Far East 

Alfa-Laval serves the Far East through its South East Asian regional office in 
Singapore and Far East Asian regional office in Japan, subsidiaries in 
Japan and Malaysia, and a broad network of local representatives. 
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eration is perhaps best 
compared with a Japanese 
zaibatsu. 

Basic to the Wallenberg 
controlling strength is the 
Knut & Alice Wallenberg 
Foundation, established to 
administer the fortune left 
by the former head of the 
family bank, the uncle of 
Marcus and Jacob. The 
Foundation held control- 
ling interest in Stockholm's 
Enskilda Bank which was 
merged with Skandi- 
naviska Banken in 1972 
to form Skandinaviska En- 
skilda Banken, the largest 
private commercial bank in 
Sweden. 

The Foundation holds controlling interest in three invest- 
ment companies: Investor, Providentia and Export-Invest. 
These three provide the key to the Wallenbergs' control of 
the empire. Strengthening this position is the bank (which 
cannot under Swedish law directly hold corporate shares) 
through its financial connections with the companies and 
the bank's pension foundation which holds shares worth 
about US$200 million. The three investment companies 
portfolios are worth about US$700 million. 

The Wallenbergs traditionally concentrated on manufac- 
turing. They have neither been in service industries nor in 
trading though they recently gained a large Far East trading 
and engineering company, Gadelius AB, acquired by Flákt 
in 1973. The Wallenbergs generally held minority positions 
in their companies but nevertheless controlled them 
through board chairmanship posts and the appointment of 
key executives. 

At his death at the age of 82, Marcus was chairman of In- 
vestor, Providentia, Papyrus and Incentive as well as of the 
Wallenberg Foundation. Only in recent years had he been 
relinquishing chairmanship of companies with which he had 
been connected for many decades such as ASEA, Atlas 
Copco, LM Ericsson and Saab-Scania. He and his brother 
divided chairmanships: Jacob, who died several years ago, 
had chaired such companies as Astra, Swedish Match, SKF 
and Alfa-Laval. Over the years, they both took top posts in 
the family bank. 

Marcus left no obvious successor to take over the family 
empire. His son Peter (56), holds a number of board posi- 
tions but has neither the knowledge, experience, authority 
nor banking experience of his father. (Peter is the youngest 
of two sons of Marcus; Marc, the elder, committed suicide 
almost 10 years ago. At the time of his death he was manag- 
ing director of the bank.) Peter, however, is expected to suc- 
ceed his father as chairman of the key investment com- 
panies and the Wallenberg Foundation. 

Marcus saw that highly talented executives were named 
to top posts of his companies. These include Curt Nicolin, 
chairman of ASEA; Hans Werthén, chairman of LM 
Ericsson. and Electrolux; Hans Stahle, chairman of 
KemaNobel and Alfa-Laval and Sten Gustafsson, manag- 
ing director of Saab-Scania and chairman of Astra. These 
Wallenberg men, plus several at the bank — including Hans 
Cavalli-Bjérkman, chairman of the executive management 
group, Jacob Palmstierna, head of SEB International, and 
Curt Olsson, first vice chairman — can be expected to work 


Marcus Wallenberg. 
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together to hold the federation intact. Peter has spent most 
of hiscareer at Atlas Copco (heis chairman) which gives him 
excellent industrial background. Helping him to make every 
effort to carry on the family tradition is the fact that most of 
the companies are doing very well. 

If Peter Wallenberg succeeds, he will be able to pass the 
reins on to the next generation. Peter's son Jacob (28) and 
nephew Marcus (26), are undergoing the same kind of ex- 
tensive international banking training that was given to their 
grandfather and Marc. 

Of course, times change. Wallenberg saw the federation 
expand and flourish during an unprecedented period of 
growth in Sweden. He enjoyed excellent relations with the 
Social Democratic government during their 44 years in of- 
fice until 1976. Although there were basic political and 
philosophical differences, there was mutual respect. The 
Social Democrats knew that Wallenberg companies were 
well run, expansive and internationally competitive. This 
meant jobs and security and the foundation on which the 
welfare state was built. It is difficult to believe that this situa- 
tion and framework for cooperation between the Socialists 
and the epitome of capitalism will ever return. Obviously, 
the Wallenberg empire will remain intact for some years to 
come. It is another story in the long term, however. Ф 





political parties that Sweden's historic policy 

of non-alignment in peace and neutrality in war must 
be backed up by a strong, self-sufficient defence force. The 
generally accepted reasoning is that any aggressor would 
think twice before attempting to overwhelm this nation: the 
gains would simply not be worth the cost. This reasoning is 
perhaps more realistic today, because of Sweden's strategic 
location on the northern front between the East (neighbour- 
ing Finland is neutral with special relations with the Soviet 
Union) and the West (Norway and Denmark are members 
of NATO). 

What all this means is that Sweden, which has not been at 
war for 160 years, has created one of the world's most effi- 
cient military organisations, backed by domestic manufac- 
ture of world-class military aircraft, ships, missiles, tanks, 
submarines and other sophisticated weapons. After a long 
public debate in the 1950s, Sweden definitely decided it 
would not develop nuclear weapons (even though it cer- 
tainly could do so). 

For a nation its size, its military capabilities are astounding 
to say the least and despite Sweden's many years of cham- 
pioning disarmament by the major powers, it has shown no 
signs of significant cut-backs itself. The current national 
budget calls for US$3 billion in defence expenditure — 
about 7.5% of state spending or almost 3% of GNP. 

This spring, parliament gave the go-ahead to the nation’s 
largest single industrial venture ever — development of a 
multi-mission jet fighter to be the backbone of the Swedish 
Air Force in the coming decades. The project will cost an es- 
timated US$5 billion (in 1982 money) for 140 aircraft to be 
delivered by 2000. The air force wants an additional 200 
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sed can. 


One hundred and 
one years ago the 
first street lights in 
Stockholm flickered on, 16 arc 
lights near the Royal Palace. 
The test was successful, and 
the man who engineered it 
soon went on to become foun- 
ding partner of what has 
evolved into ASEA. 

Today ASEA is actively 
engaged in all aspects of the 
generation, transmission, dis- 
tribution, control and utiliza- 
tion of electrical energy ... and 
in virtually every part of the 
world. Sales in 1981 amounted 
to over US$3 billion. 

The reasons for ASEA's con- 
sistent growth are three-fold; 
our dedication to quality and 
value for money, our ability to 










Marimbondo Power Station on the 
Rio Grande, Brazil 


transfer skills and experience 
gained on a world-wide basis, 
and our insistence on main- 
taining full service and parts fa- 
cilities within easy reach of 
every customer. 

Electric traction was one of 
ASEA's first areas of develop- 
ment, first in mine cars and 
then in passenger and freight 
locomotives. Today ASEA's 
thyristor controlled locomo- 
tives are working efficiently in 
8 countries, including Amtrak's 
demanding run between New 
York City and Washington DC, 
USA. 

ASEA is also responsible for 
some of the world's largest 
hydro-electric power generat- 
ing projects. The massive 
Marimbondo project harness- 





es the Rio Grande in South 
America, providing 1520 MVA 
for Sao Paulo and surrounding 
area. It's the latest in a direct 
line of such projects dating 
back to Sweden's first hydro- 
electric power project, built by 
ASEA in 1899. 

Likewise, the world's largest 
HVDC transmission scheme 
for Itaipu in Brazil was the re- 
sult of development and 
experience gained on many in- 
stallations world-wide. 

Asea is one of the few com- 
panies outside the United States 
and the Soviet Union to have 
developed its own nuclear 
power station on a turnkey 
basis. In 1979, ASEA supplied 
a total of eleven reactors with 
combined electrical output of 
just over 8000 MW for 
nuclear power stations 
in Sweden and Finland. 


expertise allows the develop- 
ment ofa new generation of 
industrial robots, capable of 
performing a wide range of 
repetitious tasks without hu- 
man supervision. 

In Indonesia ASEA has sup- 
plied 38 substations for a 
major high voltage trans- 
mission project in West Java. 

In Thailand and the Philip- 
pines, ASEA's equipment and 






ASEA SERVICE is readily available 
throughout South East Asia. The 
illustration shows a field service group 
working on a transformer station. 
technology are being used to 
make cement production and 
gold mining more dependable 
and efficient. 

And so it goes. ASEA's glo- 
bal capabilities continue to 
expand with every new project, 
every new problem solved. And 
when you call on this experi- 
ence, you call on expertise that 
has accumulated for 100 years 
and in 109 countries. That's 
why ... ASEA can! 





For more information on Asea's electrical transmission 
and distribution systems, call or write to the Managing 


And the experience 
gainedin all these areas, 
generating, transmitting, 
distributing and the 
precise control of elec- 
trical energy are at work 
all over South East Asia. 

It's at work in Malay- 
sias Subang airport, 
making the handling of 
aircrafts, support vehi- 
cles, baggage and pas- 
sengers safer and more 
efficient. 

In Singapore, ASEA's 


Sweden's world-wide force in electrical energy 


ASEA 


Director: 


Singapore 

ASEA Singapore Pte. Ltd. 

2, Sixth Lok Yang Road, Jurong, Singapore 2262 
Tel: 2652677 Cable "ASEASIN" Telex: RS 22165. 
Malaysia 

ASEA Sdn Bhd, 

P.O. Box 1028, Kuala Lumpur 01-02, Malaysia. 
Phone: 03-468133. Telex: MA 31087 (ASEAKL) 
Thailand 

ASEA Company Limited, 

P.O. Box11-340 Prakanong,Bangkok10110, Thailand 
Phone: 286-8450, 286-0872, 286-6687, 286-9356 
Telex: 87219 ASEABKK TH. 

Philippines 

ASEA (Philippines) Inc., 

Р.О. Box 701, Commercial Center, Makati, 
Metro Manila 3117, Philippines 

Phone: 8274091, Telex: 63507 (ASEA PN). 
Indonesia 

Р.Т. Scanteknik Elektro Indonesia. 

Tromol Pos 3781, Jakarta, Indonesia 

Phone: 584847/584681/581424. 

Telex: 44689. (ASEA JKT) 


A SEA Advertisement 


The Asea Group — a versatile electrical engineer- 
ing enterprise 

ASEA is one of the world's major heavy electri- 
cal engineering enterprises with around 55,000 
employees and annual sales of over US$3,000 
million. The Group supplies not only separate 
electrical machines, apparatus and components 
but also complete systems and turnkey plants to 
power utilities, industries and transport adminis- 
trations. ASEA has a very wide range of techni- 
cally advanced products in its programme and 
these are being continually adapted to meet new 
customer demands by means of intensive R & D 
work. 


ASEA AB, the Parent Company 
ASEA was founded in 1883. Vasteras, Swe- 

den, has been the main centre of activities since 

1891. 

Manufacturing programme: 

e Power equipment: plants and equipment for the genera- 
tion, transmission and distribution of electrical energy. 

e Industrial equipment: plants and equipment for the opera- 
tion and control of industrial processes; electric furnaces; 
hydraulic presses. 

e Transportation equipment: electric locomotives, M.U. 
trains, trams, marine equipment, materials handling 
equipment. 

e Standard products: electric motors, relays, semiconduc- 
tors, low-voltage apparatus and switchgear. 

e Industrial robots. 


ASEA AB has its headquarters in Vásterás and its largest 
manufacturing facilities in Vasteras, Ludvika, Helsingborg 
and Hárnósand. Major Swedish Group companies include 
Flákt AB, AB ASEA-ATOM, ASEA KABEL AB, AB ASEA 
SKANDIA, AB Hagglund & Sóner, STAL-LAVAL Turbin AB, 
Surahammars Bruks AB and AB Skandinaviska Elverk. Out- 
side Sweden the ASEA Group has manufacturing opera- 
tions in such countries as Norway, Denmark, France, Spain, 
West Germany, Canada, the United States, Australia, Brazil, 
Mexico, Singapore and Malaysia. 


A 400 kV gas-insulated substation supplied by 
ASEA to a Swedish nuclear power station. 





ASEA's licensees in the United States, General 
Motors, have built 47 electric locomotives for Am- 
trak. They operate in the Northeast Corridor, be- 
tween Washington and New York, and can run at 
speeds up to 200 km/h. 





Prototype thyristor valve for the 6300 MW, 600 kV 
high-voltage direct-current transmission between 
Itaipu and the Sao Paulo area in Brazil, set up for 
testing in the ASEA Ludvika Works. 
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planes after 2000: precisely how much more this could cost 
has not been forecast. 

Today, Sweden has one of the world's largest defensive 
air forces consisting of about 500 planes, most of them 
supersonic jets delivered by Saab-Scania. 

The new aircraft is known as JAS — for Jakt, Attack, 
Spanning — interceptor, attack, reconnaissance — and will 
be designed and built by a consortium led by Saab-Scania 
which designed and built the current multi-mission jet plane 
of the Swedish Air Force, the Viggen. Before the final go- 
ahead was given for JAS, studies were made of alterna- 
tives from abroad — McDonnell-Douglas F-18 (front-run- 
ner), General Dynamics F-16, Northrup F5G and Mirage 
2000. 

Despite many questions about the high cost of develop- 
ing a new Swedish plane from scratch — compared with 
buying one already designed and improving it for Swedish 
conditions, building it on licence or in a co-production deal 
— the government decided to go for JAS. At stake were a lot 
of jobs: some 13,000 people are employed by the aviation 
industry. If the Viggen's successor was purchased from 
abroad, an estimated 6,000 jobs would be lost in the next 
few years. 

The government pushed JAS through parliament over 
opposition by the Social Democrats and Communists, the | 
first time in memory that 
parliament was split on a 
major defence issue. But 
elections were coming 
up and the government 
parties (Centre and Lib- 
eral) and the Conserva- 
tives needed support. 
The Social Democrats 
favoured further studies 
and lower costs. Follow- 
ing the election, the So- 
cial Democrats said they 
would not revise the JAS 
decision on the grounds 
that penalty clauses in 
the contract were so 
tough that cancellation 
or major revision would 
be too expensive. 

So the JAS project moves ahead. The plane will be small- 
er than the Viggen, generally considered one of the best all- 
weather fighters in Europe despite being some 15 years old. 
JAS, despite its smaller size, will be more efficient than the 
Viggen and more economical and will be powered by a 
General Electric F404J engine made on licence by Volvo 
Flygmotor, a subsidiary of the Volvo group which has made 
engines for all Saab planes including those for the Viggen on 
licence from Pratt & Whitney. Others in the JAS consortium 
are LM Ericsson, to supply radars and target acquisition 
equipment; SRA Communications (an Ericsson subsidiary) 
for instrumentation and FFV (state-owned defence material 
concern) the maintenance systems. 

This is the first time that these companies have teamed up 
offer an aircraft system. Previously, Saab-Scania was 
contractor with others the major sub-contractors and 
its founding (in 1937) to military aircraft. Its original 
s Svensk Aeroplan AB. It built planes for the 
Міг Force during World War ЇЇ and has continued 


The Viggen multi-mission jet. 





Flygmotor, the JAS project means more than 


l'un DEVIC à nà^ThRER 2G 1997 





simply building engines for Swedish planes. Under terms of 
the agreement with General Electric, Volvo will also make 
components for the F404J engines sold to other nations. 
This means components for up to 1,000 engines during the 
coming two decades. 

JAS will be armed primarily with Swedish-made missiles. 
One of the most important will be an airborne version of the 
RBS-15 anti-ship missile, originally a naval missile de- 
veloped by Saab Bofors Missile Corp., a joint venture of 
Saab-Scania and Bofors. The government has earmarked 
US$100 million for airborne missiles in an initial contract. 

Bofors is one of the cornerstones of the Swedish defence 
industry. The company, which became world famous in 
World War Il for its 40 mm. anti-aircraft guns, has been 
earning good profits in recent years (US$32 million on sales 
of US$618 million in 1981) despite very tight government 
restrictions on arms exports. 

Under Swedish regulations, no arms can be exported to 
nations at war, threatened with war or experiencing civil 
conflict. This means a large part of the biggest markets — 
the Middle East, Latin America, Africa and some countries 
is Asia — is ruled out. 

Bofors has shown an amazing ability to come up regularly 
with new weapons systems developed from its conventional 
cannon as well as revolutionary new products. Its greatest 
recent success was an 
order worth about 
US$1.5 billion when the 
US Army selected a 
Ford-Westinghouse- 
Bofors system for Divi- 
sional Air Defence 
(DIVAD). Ford will build 
tracked vehicles, Wes- 
tinghouse radar and 
target acquisition and 
Bofors will supply the 40 
mm. automatic cannon 
and ammunition (to be 
made eventually on li- 
cence in the US). 

The superior wea- 
pons do not always 
find export markets was 
clearly illustrated by the 
Bofors S-tank. Unveiled almost 20 years ago, this tank is 
one of the few with a fully automatic cannon, a feature made 
possible by fitting the cannon rigidly in the hull. The tank has 
no turret: the 105 mm. cannon is aimed by moving the tank 
hull horizontally or vertically by hydraulics with a precision 
equal to that of a turreted tank with manually operated can- 
non. Not only can the tank deliver more firepower but it has 
a much lower silhouette than turreted tanks and carries a 
crew of only three (compared with five on a heavy tank). At 
a pinch, one man can serve as both driver and gunner. The 
S-tank became basic for Sweden's armoured forces which 
also use some British Centurions. 

Although the S-tank has some obviously superior ad- 
vantages and has outshot all competitors, Bofors has 
never been able to export it. One reason is its high cost: it 
is powered by an expensive Swedish-developed gas tur- 
bine engine, the first of its kind ever put to practical use 
in a vehicle. But a more important reason was simply poli- 
tical. Superpowers with long production runs and military 
pact ties can offer tanks as well as other weapons at very at- 
tractive prices, generally subsidised. Commonality of equip- 
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PK BANKEN 


Major Swedish, Norwegian banks team up for 
Asian business 


PKbanken, Sweden's youngest commercial bank, has 
teamed up with Christiania Bank, Norway's oldest, in an ag- 
gressive endeavour to expand in Asia. The two banks have 
formed jointly-owned subsidiaries in Singapore and Hong 
Kong to provide a wide range of corporate banking services 
to companies and other institutional customers, and particu- 
larly to those with Scandinavian-related business. 


"Our main objective is the financing and servicing of trade 
between the Far East and Scandinavia," says Leif 
Salomonsson, managing director of PK Christiania (Hong 
Kong) Ltd., the first of the joint subsidiaries, which started its 
operations in March this year. "We have here a very sound 
base for our activities, as the commercial exchange between 
the two regions ís of considerable proportions." Mr. 
Salomonsson, as a former vice president and head of 
PKbanken's international credits department in Stockholm, 
and with long experience with the Swedish Export Council, is 
particularly well suited for his new assignment. 


"We will put a special emphasis on the servicing of shipping 
and off-shore industry, in which our parent banks — and par- 
ticularly the Norwegian partner — have been involved for 
many, many years," says Truls Nyquist, managing director 
of PK Christiania Bank (South East Asia) Ltd. in Singapore, 
which has been operative since July, 1982. It's a highly spe- 
cialized business and we keep a keen eye on developments 
within all the specialities of this trade, where Sweden and 
Norway have a traditional strength." 


In fact, Sweden for many years was Europe's largest ship- 
- building nation, while Norway has always had one of the 
> world's largest merchant fleets. Off-shore activities, how- 
` ever, are relatively new: drilling for gas and oil off the Norwe- 
. gian coast has been going on for less than 20 years, and only 
recently did Norway become one of Europe's biggest gas 
and oil producers. 


. When staffing the two subsidiaries, the same concept has 
been followed. Both shall have access іо Norwegian and 
` Swedish, as well as local banking expertise. 


At PK Christiania (Hong Kong) Ltd., which is a deposit-taking 
company with a paid-up capital of 20 million Hong Kong dol- 
lars, this principle.has been carried out in the following way: 


The managing director is, as previously stated, Leif 
Salomonsson from Sweden's PKbanken. He has experi- 
ence from both the Swedish and the Far Eastern markets. 
His staff will soon be strengthened through the addition of a 
deputy from Christiania Bank. Swedish Mats Wenzer and 
local Rosaline Mak are in charge of foreign exchange and 
money market operations, while.local James Po will look 
after letters of credit, collections, guarantees and money 
transfers. Swedish Liselotte Nilsson is responsible for credit 
operations. 


. Also PK Christiania Bank (South East Asia) Ltd. in Singapore 
has key personnel from the owner banks. It is a merchant 
bank licensed to deal in Singapore dollars and other Asian 
. currencies, Authorized capital amounts to 20 million Singa- 
pore dollars, whereof 10 million are initially paid up. 


Truls Nyquist, the managing director, served as Singapore 
representative of Christiania Bank for two and a half years 
prior to the formation of the new bank and has many years of 
international banking experience from London and Luxem- 
bourg. His deputy with responsibility for credits and market- 
ing is Kaj Norberg, a former vice president and head of the 
foreign department of PKbanken's Southern Region, which 
implies a substantial experience of banking business with 
major Swedish companies. Einar Olsen is heading the 
foreign exchange department and Aksel Kierulf is the spe- 
cialist in shipping and off-shore industries, with several years 
of experience in these fields in Norway. 


Both the Hong Kong and the Singapore operations will ar- 
range and participate in the syndication of loans and guaran- 
tees and be active in foreign exchange trading, specialising 
in Scandinavian currencies and the money market. 


They see some of their greatest value to Asian business in 
providing advisory services in connection with trade with 
Scandinavia. Through their well-defined expertise they are 
able to offer not only the most efficient technical solutions but 
also a storehouse of valuable information on doing business 
with Scandinavia: Scandinavian market conditions, import 
and export rules, foreign exchange control regulations, rules 
covering joint ventures and above all a thorough knowledge 
of Scandinavian industry and commerce and suitable busi- 
ness partners in Scandinavia. 


Many Asian companies have been trading with Scandinavia 
for years but the new PK Christiania operations feel that 
there are still great opportunities available and that they are 
in a position to further such new business deals. 


The two new joint ventures have "divided" their geographical 
area of operations, in the way that the Hong Kong company 
covers Hong Kong and the Philippines and the countries 
north thereof, while the Singapore bank handles business in 
the rest of South East Asia, South Asia and Australasia. It's а 
huge task for two comparatively small financial operations, 
but because of the well-balanced and thorough local and na- 
tional expertise, backed by the parent banks' resources, they 
are confident of success. They have already been involved 
in some major Scandinavian export projects in the Republic 
of Korea, Thailand, Malaysia and Indonesia. 


"Our activities have so far been very successful," says Hong 
Kong's Leif Salomonsson. "Results and business volume 
are already far ahead of schedule. We are, indeed, facing the 
future with great confidence." 


Of the parent banks, Christiania Bank is a privately owned 
commercial bank established in 1848. It is one of Norway's 
largest banks. PKbanken, owned by the Kingdom of Swe- 
den, was formed in 1974. It is one of Sweden's leading com- 
mercial banks with total assets of about 18 billion U.S. dol- 
lars. its share of Swedish international banking business has 
more than doubled since its creation. 


PKbanken and Christiania Bank have joint banking ventures 
in the form of subsidiaries, affiliates and representative of- 
fices not only in Asia but also in Europe, North and South 
America. 
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ment by NATO forces also eliminates potential customers. 

Sweden is now developing another revolutionary light 
tank consisting of two tracked hulls joined at an articulated 
joint by hydraulic control links. The forward hull will contain 
the three-man crew and armaments, with engines and fuel 
in the rear unit and the basic concept is that it will be able to 
travel over the kind of country that would stop conventional 
tanks. It is being developed by HB Utvecklings AB, a deve- 






economy, literature and politics is centred on Stock- 
holm and Oslo when the winners of the Nobel Prizes 
are announced. Often selections are controversial, particu- 
larly when it comes to the winners of the peace, literature 
and economy prizes. 

But there is one factor about Nobel Prizes that would be 
difficult to criticise: the investment strategy of the Nobel 
Foundation whose investments — the handling of the estate 
left by dynamite inventor Alfred Nobel — provide the in- 
come that makes up Nobel Prize money. Although the hon- 
our of the prize itself far outweighs the value of the cheques 
that winners pick up in Stockholm and Oslo, the fact that the 
prize sum is sizable certainly adds to the lustre of the award. 

This year, each of five Nobel Prizes (in peace, literature, 
medicine, physics and chemistry) is worth Kronor 1.15 mil- 
lion (US$178,448). This is 15% more than the prize sum 
last year in kronor but 5% less when converted to dollars 
due to the very sharp climb of the greenback. 

When two or more people share a prize — which is be- 
coming very common — the prize is divided and it should be 
noted that most countries have placed the Nobel Prize hon- 
our so high that special legislation makes the sum tax-free. 
(The prize in economics is not a real Nobel Prize. It was es- 
tablished in 1969 to mark the 300th anniversary of the 
Swedish National Bank. The sum, equal to the other prizes, 
is provided by the bank and not by the Foundation.) 

Nobel, who died in 1896, willed that his multi-national 
explosives empire be sold and the proceeds used to estab- 
lish a foundation to fund prizes. Nobel was one of the first 
entrepreneurs to create a truly multi-national business oper- 
ation. He had production and marketing in a number of 
countries. His business empire was sold to various local in- 
terests, which resulted in there being many companies 
named Nobel with no relation to one another. 

Nobel's first company still exists although its original 
name, Nitroglycerine AB has been changed to Nitro Nobel. 
This company — a subsidiary of KemaNobel, Sweden's 
largest chemicals concern — is still an explosives specialist 
but only in civilian application. Because of a slow and lim- 
ited domestic market, Nitro Nobel in recent years started to 
expand abroad, following a successful policy of holding 
minority interests in partnerships with local companies. 
Among its joint ventures are Tenaga Kinia SDN in Malaysia, 
IDL Chemicals Co. Ltd in India and Nobel Philippines Inc. 
The company, with sales of about US$85 million last year, 
only recently sold to the city of Stockholm property where 
Alfred Nobel had his first laboratories and explosives plants. 

Daring in his inventions, Nobel was conservative in busi- 
ness and his will directed that his estate be invested in safe 


О: a year, the attention of the world of science, 


lopment company owned jointly by Bofors and Hágglund & 
Sóner (a subsidiary of ASEA), which has produced tracked 
personnel carriers and a light tank for the Swedish Army. 
One of the secrets behind Bofors' success (it sells about 
half of its production abroad) is that it has concentrated on 
conventional cannon. While many of the world's ordinance 
makers went heavily into missiles in past decades, Bofors 
continued to improve conventional weapons, particularly its 







Nitro Nobel's robot dynamite loader. 


securities. This paid off during depressions and financial 
crises, but by the mid- 1950s it was clear that inflation would 
sharply decrease the value of the prize money. The Nobel 
Foundation got government permission to revise the sta- 
tutes and invest outside the gilt edge frame and start buying 
common stock. This was a very wise decision which enabled 
the Foundation to increase the prize amounts every year in 
order to keep up with inflation. 

The Foundation did very well last year. Market value of 
assets increased 36% to US$60 million while earnings were 
up 38% to US$3 million. Since 1970, yield on investments 
has increased 228% while market value of assets is up 
215%. During the same period, the Swedish consumer 
price index lifted 150%. 

The Foundation invests about two-thirds of its funds in as- 
sets with fixed yield such as bonds and mortgages. It has 
most of the remainder in common stock, with a book value 
of about US$10 million. (The remainder is in real estate.) 
The largest number of its shares are Swedish. However, in 
the past 10 years it has been investing in shares abroad, 
primarily on Wall Street and in London. Total market value 
of foreign shares at year-end was about US$10 million. 

Of course, some observers point out that the Foundation 
actually did not do as well as it could have last year when the 
Stockholm Stock Exchange was the world's best performer 
with the general index up 58%. But being able to beat infla- 
tion year after year is not bad at all. 

The Nobel Foundation does not award prizes. Selection is 
handled by the Swedish Academy of Sciences which names 
winners in chemistry, physics and economics; the Swedish 
Academy names the literature winner; the Karolinska Insti- 
tute selects the medicine winner and the Nobel Committee 
of the Norwegian parliament names the Peace Prize winner. 
(When Nobel lived, Norway and Sweden were joined in a 
union.) Prizes are presented in ceremonies in Stockholm 
and Oslo on December 10, the day on which Nobel died. 
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Far East is newest market 
for Ericsson's AXE success 


wW hen Sweden’s telecommunications giant, ! 


Ericsson, beat out International 
Telephone & Telegraph 11) їп 1977 to 
supply Australia’s new telephone switching 
system, it created a sensation in the industry. 

he Swedish company was in its first major 
international competition with its AXE com- 
puter-controlled switching system. The fact 
that it was selected by the Australians on 
pure technical and economic grounds — 
without the political considerations that are 
often a determining factor in major telecom- 
munications contracts — was of keen interest 
to industry and governmental authorities 
worldwide. 

Little did anyone realize at the time — ex- 
cept perhaps worried executives of competi- 
tors in Europe, North America and Japan — 
that this Australian order was to be the 
launching of one of the most remarkable 
technological commercial successes of recent 
times. Since that contract, Ericsson's AXE 
system has had an incomparable record, 
being selected by some 40 nations and only 
rarely being beaten out in open competition. 

Until now, telephone exchanges used 
electro-mechanical devices — many of them 
pioneered by Ericsson and becoming world 
standards — for switching calls. Electronic, 
computer-controlled and digital exchanges 
were the next logical step. 

This move was not as easy as it appears, 
despite what has become everyday stuff for 
integrated circuit laboratories, which can 
produce at ease desk-top computers with ca- 


pabilities that would have taxed the imagina- | 


tion of experts only a few decades ago. Erics- 
son, luckily, was late in getting its electronic 
system developed, a fact that caused no little 
concern to the company at the time. Being a 
highly international company, with some 
80% of sales outside Sweden, had it gotten 
left behind by its giant competitors the tiny 
home market could not save it. 


nations' investment plans. When Ericsson's 
AXE system was perfected and offered for 
sale, it not only had more advanced computer 
technology than its competitors but was 
available when the market was just opening 
up. 
Following Australia came the biggest op- 
rtunity of them all: Ericsson and Philips of 
olland teamed up to win a US $2.5 billion 
order from Saudi Arabia in 1978, with 
US $1.5 billion in later follow-on orders. 
And Saudi Arabia has earmarked US $7.5 
billion for continued expansion of the na- 
tion’s  telecommunications system for 
1980—85, which should give the Swedish- 
Dutch consortium contracts for an estimated 
US $2.5 billion more. (Ericsson supplies ex- 
changes and telephone instruments, Philips 
local exchanges and transmission equipment. 
The value is split roughly 50—50.) Despite 
predictions by disgruntled competitors not 
only has the Saudi project proceeded on time, 
but actually ahead of schedule. There is 
every chance that the Saudi government's 
goal will be fulfilled: having the world's most 
sophisticated telephone system by 1990. 
Since the Saudi Arabian order, there seems 
to have been no stopping the Ericsson AXE 
steamroller. It has been selected in some 40 
nations, and the latest development is that it 








| April 1981, the Korean telecommunications 


However, the first oil crisis hit hard on | authority asked for tenders for trunk (lon 








has a chance of breaking into the Western 
Electric stronghold, the United States, 
through sales to independent companies. 
"Technically, we are still two years ahead 
of our closest competitors," says a confident | 
Bjórn Svedberg, managing director, who 
played a key role in the development. 


Bjórn Svedberg 


— 





One of the most recent victories — and in 
these hard-fought battles for contracts worth 
hundreds of millions, if not billions, of US 
dollars the winner is nothing less than vic- 
torious — was in the Republic of Korea. Here 
is illustrated key strengths of the AXE sys- 
tem — the fact that it is a system that has ac- 
tually demonstrated that it can work, and the 
fact that it is highly versatile and compatible 
with existing systems. 

For years, South Korea used West Ger- 
many's Siemen's exchanges. Later ITT has 
come in and also Western Electric has gained 
contracts for the major city exchanges. In 





distance) exchanges. Five companies bid: 
ITT (through their Belgian subsidiary), Sie- 
mens, Northern Telecom of Canada, Nippon 


Electric and Ericsson. One of the criteria was 
that the winner would have to have a proven 
large trunk system, with about 7,000— 30,000 
lines capacity. Ericsson, with 1.5 million lines 
of system equipment in service and 
more than 3 million lines on order, could 
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Installation of AXE in Pelangi, Malaysia 








| tween the Administration and PE 
| ERICSSON Sdn. Bhd, a newly formed 
| Malaysian company in which Ericsson is part 


| nally. The compan 


easily meet this specification. Despite the fact 
that ITT and Western Electric had plants in 
Korea, while Ericsson would have to deliver 
most of the equipment from Sweden, the 
Koreans awarded the US $100 million con- 
tract to the Swedish company. 

"What's important is that this demon- 
strates we can operate in the 'American envi- 
ronment," explains an Ericsson executive. 
"It shows we can inter-connect into any 
network, including those utilizing the North 
American network signalling scheme and 
digital speech coding. This opens an entirely 
new market for Ericsson — and it also shows 
that the Far East trusts our capabilities to de- 
liver." 

Later the Malaysian Telecommunications 


| Administration has chosen the AXE system 


as a standard for the further extension of the 
country's telephone network. 

A 10-year agreement has been signed be- 
WIRA 


owner. The value of the a reement corre- 
sponds to some 2 billion Swedish Crowns 


(appr. US $300 million). In line with Malay- 


sian Government requirements the AXE 
equipment will be manufactured in Malaysia. 

A similar contract has been awarded to 
Nippon Electric. 

Ericsson is actually no newcomer to the 
Far East, just as it is no newcomer internatio- 
y, founded in 1876 started 
to export from its earliest years. Today about 
80% of sales are outside Sweden. Of the US 


| $3.8 billion in orders booked last year, 25% 
| came from Western Europe, 21% from Swe- 


den, 10% North America, 19% each from La- 
tin America and Asia, and 3% each from 














Mobile radio equipment from SRA 





Australia/Oceania and Africa. The largest 
order increase, up 6 percentage points, was 
shown in Asia (compared with 1980). 
Although some nations are more or less 
virtually closed to any outsiders selling major 
systems, Ericsson feels it nevertheless has a 
good chance for expansion in the Far East, 
both with switching systems and with its 
many other products. The South Korean or- 
der indicates that technology and economy 
can indeed mean breaking into markets that 
only a few years ago seemed totally closed to 
outside competitors. (Ericsson likes to note 
that its component subsidiady, RIFA, ex- 
po high quality condensors to Japan and 
uth Korea.) 
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big-selling 40 mm. and 57 mm. anti-aircraft guns. Demand 
has continued strong. 

Sweden's defence policy, based on maintaining domestic 
production capacity, means that companies get govern- 
ment contracts on the assumption that there will be no ex- 
ports. If export orders are obtained the government gets a 
share of sales if the weapon or system was developed origi- 
nally with state funding. The only purchasers of Swedish 
military aircraft have been Austria, Denmark and Finland, in 
relatively small numbers. 

Swedish shipyards have been more successful in export- 
ing naval vessels. The navy places heavy emphasis on fast 
torpedo and missile boats and patrol boats though it does 
have three destroyers, 12 submarines and a number of 
minelayers, minesweepers and utility vessels. 

This speciality has meant that Karlskrona Shipyard (KS), 
a state-owned yard specialising in naval vessels, has got 
some good foreign orders in recent years including four mis- 
sile-equipped fast patrol boats for Malaysia and two 
coastguard ships for the Sultanate of Oman. Submarines, 
made by Kockums Shipyard, have not been a successful ex- 
port item. KS looks to the Far East as an excellent potential 
market and has opened a representative office in Singapore 
— the first time the shipyard has opened a marketing office 
abroad. 

The minelayer Carlskrona, largest vessel built for the 
Swedish navy since two cruisers were delivered in World 
War II, will be visiting Far Eastern ports in January and Feb- 
ruary 1983. Carlskrona, built at KS and commissioned early 
this year, carries the most sophisticated equipment that 





Swedish industry can offer including two Bofors 57 mm. 
and two Bofors 40 mm. all-purpose cannon controlled by 
separate systems designed to counter missile and aircraft at- 
tack. The ship — 105 ms in length, 15 ms beam and draw- 
ing only 4 ms — is powered by four diesel engines (built by 
Nohab, a Bofors subsidiary) producing a total of 10,560 
bhp and with 20-knot speed. 

Carlskrona is designed as a training vessel in peacetime 
and minelayer in war and will carry a complement of 186 on 
the cruise to the Far East. Its schedule calls for stops at Co- 
lombo (Jan. 10-13), Shanghai (Jan. 24-28), Kobe (Jan. 30- 
Feb. 3), Hongkong (Feb. 2-10), Penang (Feb. 15-19) and 
then Jeddah, Lisbon and home. 

Carlskrona, like other vessels of the navy, will in future be 
equipped with a new ship-to-ship missile, Robot 15, which 








ERICSSON 


Obviously, the most attractive market potential is in China. Ericsson got its first AXE 
order recently for a 5,000-line system in Peking, and a follow-on extension for 2,000 
more lines. However, Fujitsu and British Telecom have reported receiving digital ex- 
change system orders from China as well, each for 5,000 lines. Ericsson knows that 
the Chinese would insist on local manufacturing — it would only make sense in this 
huge market. Ericsson, with scores of factories outside Sweden, as well as licensees, 
sees this as a fascinating opportunity. 

Although Ericsson can tick off a number of additional contracts in the Far East — 
such as a 5,000-line AXE international exchange for Hong Kong s Cable & Wireless 
— it has not all been clear sailing on a high-technology sea. In recent biddings in Sin- 
gapore and Thailand, Ericsson lost out on price to the Japanese. 

“Sometimes, the Japanese prices are two-thirds ours,” says an Ericsson executive. 
"And they offer highly attractive credit." 

Ericsson officials privately grumble over the fact that competitors often have their 
governments backing them up politically as well as financially — something not done 
by the neutral Swedish state, with its strained resources, its penchant for puritanically 
sticking to international export trade rules, and its reasoning that as long as com- 
panies do well internationally, and earn good profits, they can get along nicely without 
state help. 

And indeed, Ericsson does do well. The company's earnings were up 25% last year 
to US $215 million, and the outlook for this year is highly optimistic. 

One of the greatest challenges for the company — one that can be as important for 
its future as was its entry into digital switching — was the establishment this year of a 
subsidiary company, Ericsson Information Systems AB (EIS). Formed by combining 
two Ericsson divisions with recently-acquired Datasaab, EIS is getting into the highly- 
competitive office automation and data processing business. EIS starts out with 4,000 
employees and 1982 sales of about US$550 million. This will make it the third largest 
operation within the Ericsson Group, after public exchanges, which account for about 
30% of total sales, and cable, wire and network equipment that provide 22% of total 
sales. (Other major sectors of Ericsson are transmission equipment and radio com- 
munications, railway signalling systems and electronic components, and military elec- 
tronics.) 

Datasaab is the core of the new EIS. Ericsson acquired Datasaab in 1980. 
Datasaab s history illustrates the risks of high-technology: it was founded by auto and 


aircraft maker Saab-Scania, as a computer division. But it could not compete against 
the world giants. 

Ericsson Information Systems will handle a range of products and systems gener- 
ally described as “business” or office communications. These include computerized 
bank teller systems (one of Datasaab’s most successful product lines), computer ter- 
minal systems, private exchanges, and integrated communications systems for voice, 
text and data. Although EIS faces competition from giants like IBM, ITT, Digital Equip- 
ment, Philips, Siemens and a long list of others, the company is confident. 

“Work with AXE taught us one essential thing: systems must be built up from the top 
— top down systems engineering” says Hakan Ledin, managing director of EIS and 
deputy managing director of the Ericsson Group. "Many of our competitors started out 
with specific products and when they got to the point of connecting these into an integ- 
rated system, they faced tremendous complications." 

There are many who question whether Ericsson will be able to meet the extremely 
tough competition in what is, for Ericsson, something of an entirely new field. Ericsson 
traditionally has marketed to large national or regional telecommunications au- 
thorities or companies. The business systems market is entirely different. And al- 
though the company is well-established internationally it has not been strong in a 
number of industrialized nations that have been closed to outside telecommunica- 
tions equipment suppliers. The United States was one such market. To overcome 
this, Ericsson joined with Atlantic Richfield in 1980 to form Anaconda-Ericsson Inc. 
which will market cable and Ericsson Information Systems products as well as provid- 
ing domestic manufacturing. 

Recently LM Ericsson and MCI Communications Corporation announced a 

US $12.5 million contract for the purchase of Ericsson's AXE 10 digital tandem switch- 
ing systems. 
Ledin forecasts that EIS sales will grow 15% annually, in real terms, in the next few 
years. Bank teller terminals are forecast at having a 20% annual growth in the U.S., 
where these systems are still relatively new and where Datasaab has already made 
some major breakthroughs. 

The Far Eastis also a promising market for EIS products. Ericsson's PABX (private 
business exchanges) are now selling well in Singapore and Hong Kong. 

Although competitors say that this time, in the private business communicalions 
sector, Ericsson is out too late and faces too tough competition, executives of the 
company calmly respond, "That's what they said about our AXE exchanges." 
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is said to be as good as — if not better than — the French 
Exocet which the Argentinians used in the Falkland war to 
sink Britain's destroyer Sheffield. Robot 15 is made by Saab 
Scania and first deliveries are now under way as part of a 
US$100 million contract. The missile has a range of over 70 
kms and speed of 300 ms a second (or over 1,000 kms an 
hour). It is being installed on all modern Swedish torpedo 
boats. 

KS is now building a minesweeper for the Swedish navy 





that is getting much international attention. It is the largest 
naval vessel ever built in fibreglass reinforced plastic 
sandwich, 47 ms in length, 10 ms wide with a displacement 
of 310 tonnes. Deliveries of the two ships on order will be in 
1984. KS is also building a new version of its Spica class sur- 
face attack ship designed for multi-missions including 
minelaying, anti-submarine warfare, surveillance, tactical 
command and attack for which it is equipped with Bofors 
cannon and the Robot 15. € 


-———————s——á—— e سس د‎ 





hat is the secret of Swedish industrial success? 
W How can companies of a small nation, with limited 
domestic market and facing the world’s highest 


labour costs, become international leaders in their fields 
competing well against giants in the world's largest industrial 


countries? If there is any one answer, it could very well be | 


the Hasselblad strategy — with variations. 

Professional and advanced amateur photographers the 
world over are familiar with Hasselblad cameras. Despite 
years of hard competition from Japanese manufacturers, 
Hasselblad has continued to expand and earn good profits 
by carefully following strategic conzepts laid down by the 
late Dr. Victor Hasselblad, founder of the company and 
creator of the camera. Basically, this has meant concentrat- 
ing on the highest quality, non-obsolescence, serviceability, 
interchangability of accessories, reliability and some special 
patented features too. 

The camera was developed in the 1940s and incorpo- 
rated unique interchangable film magazines that Hasselblad 
first used in aerial cameras made for the Swedish Air Force 
in World War II. From the very start, Hasselblad insisted on 
the highest quality — initially using lenses made by Kodak in 
the United States and later mainly those by Zeiss of Ger- 
many. In the 35 years the company has been producing 
cameras, only six different basic models have been offered. 
Accessories and lenses are interchangable from model to 
model. 

Hasselblad very wisely withstood pressure to get into the 
fast-expanding 35 mm. single-lens reflex camera field in the 
1960s, preferring to ride on the success of the Hasselblad 
among professionals especially after it became the standard 
camera for US astronauts on all NASA space missions. 

A skilled photographer himself, Hasselblad stuck to his 
medium format — 6 x 6 cms — knowing this was the best 
size for professional and advanced amateur work and kept 
in close touch with many of the world’s most famous photo- 
graphers for ideas and tips. 

Hasselblad sales are small compared with those of the Ja- 
panese camera giants. Last year, the Gothenburg-based 
company made about 20,000 cameras and had total sales 
of US$40 million. But it is one of the most profitable com- 
panies in the business, earning US$3 million last year with 
25% yield on equity. 

Since the 1950s, when the Japanese first came out with a 
camera similar to the Hasselblad, experts have forecast that 
it would only be a matter of time before the Swedish com- 
pany would meet the same fate as that of most camera-mak- 


ers outside Japan. So far, Hasselblad has disappointed | 


them. 
A major feature of the strategy is internationalisation. 








Hasselblad knew from the very beginning that little Sweden 
could never support a camera industry depending on local 
sales. When the first camera was introduced in 1948 it did 
not take place in Sweden but in New York and was an im- 
mediate success — even though the first production models 
ran into teething problems. However, the fact that Has- 
selblad insisted on highest quality is borne out by the large 
numbers of the first model — the 1600F — still in active use 
and he was obviously accurate in predicting a world market 
for his product: 95% of them are sold outside Sweden with 
the US, Japan and West Germany the largest single mar- 
kets. 

Several years prior to his death in 1978, Hasselblad sold 
his company to a small conglomerate, Sáfveàn, headquar- 
tered almost across the street from where Hasselblad pro- 
duction has always been located. Hasselblad’s successor as 
managing director, Jerry Oster, has stubbornly and suc 
cessfully stuck to the original strategy of the founder: deter 
mination to stay with what you know is right. Hasselblad 
did not jump into electronics as most camera-makers did in 
the early 1970s: when it did finally come out with electronic 
controls (in 1977) it complemented existing features. Old 
lenses and accessories could be used on the new model 
2000FC — the world’s only camera containing both focal 
plane and compur shutters. Hasselblad still does not have a 
built-in light metering system because it knows that profes- 


Hasselblad's Jerry Oster. 
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All business 1s local. 


Not only must you dot your i's and cross your t's, in Scandinavia you must also be careful about 
letters like à, à and б. Doing business successfully in foreign markets is a question of pinpointing 
special, local conditions and opportunities. And in Scandinavia one single contact - ScandPoint - is 
enough. Enough for your company to open up one of the world's powerful purchasing markets. 


ScandPoint's expanding network of contacts offers your company new business connections, 
markets and opportunities. ScandPoint also gives your company access to coordinated transport and 
storage facilities throughout Scandinavia including customs and excise processing routines. We can 
improve and integrate your company's flow of orders, goods and cash. 


ScandPoint, the Scandinavian operative centre, is Showing by its unique advanced distribution 
processes — in combination with an expanding network of contacts — that substantial rationalisation 
profits, hitherto unexploited, can be made by exporters/importers in the 1980s. 


For further information on how ScandPoint can assist your company in the profitable Scandina- 
vian market, contact our head office in Falkóping, Sweden. 


Scand Point 


makes your point in Scandinavia 








ScandPoint AB 
Box 703, S-521 01 Falköping, Sweden. Attn: Managing Director Mr. Erkki Järnefelt. Tel: +515-17470. 
Telex: 67004 SCANDP S 
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SE BANKEN 


SEB, unique international bank, continues ex- 
pansion in Far East 


Skandinaviska Enskilda Banken holds what is perhaps the most unique position of 
any commercial bank in any industrialized nation. It is the "house bank" for Sweden's 
largest multinationals, and because of this has about 60% of the nation's international 
banking business. 

Thus it isn't surprising that SEB was the first Swedish bank to expand into the Far 
East, serving its domestic business clients as they too expanded in that area. SEB is 
the only Swedish bank with a fully-owned banking operation in Asia, having estab- 
lished Skandinaviska Enskilda Banken (South East Asia) Ltd., Singapore, in 1979, 
running a representative office in Tokyo arid having indirect ownership in a deposit- 
taking company in Hongkong. 

To understand SEB's unique position in Sweden, one must study its history. In 1856, 
André Oscar Wallenberg founded Stockholms Enskilda Bank, which was Sweden's 
first modern, internationally-oriented bank. Wallenberg was instrumental in providing 
capital for industrialization of Sweden. His banking and industrial activities were ex- 
panded by his son and grandsons, who not only headed the family bank but played a 
key role in what have become Sweden's most-famous companies, including Alfa- 
Laval, ASEA, L M Ericsson, Electrolux, Atlas Copco, SKF, Saab-Scania, Stal Laval, 
Stora Kopparberg, and the Swedish Match Co. — to name just a few. In 1972, Stock- 
holms Enskilda Bank joined forces with Skandinaviska Banking forming Skan- 
dinaviska Enskilda Banken to strengthen their position against competition by major 
foreign banks. 

Compared with the many years of activities in the Far East by these Swedish multina- 
tionals some of them have had plants and sales there since the early part of the cen- 
tury — SEB's entrance has been relatively recent. Nils Åström, senior vice president 
and area manager, sets 1970 as the most important breakthrough year. It was then 
that the bank got a “substantial sum" of deposits that China wanted to place abroad. 
Playing a part in the bank's success in that deal was that Sweden, a political neutral, 
was one of the first western nations to recognize China after the revolution. Until the 
early 1970s, SEB, like the major companies of Sweden, was simply too occupied 
handling fast-expansion in its traditional trading areas: 30% with the neighboring 
Scandinavia nations, 25% each with Germany and the U.K., and almost all the rest 
with the U.S., Latin America and Eastern Europe. 

Astróm admits that SEB has had a lot of catching up to do in the Far Eastin the past 10 
years, since large European, U.S. and Japanese banks had been already established 


in the area. “But it's the fastest-growing area of the world,” he says, “and we have 
been involved in some very big projects.” 

Among those in which SEB played a leading role in arranging financing were contracts 
in Indonesia for the West Java Transmission project by ASEA (heavy electrical equip- 


ment), the hydro-power station Mrica to be supplied by SEA and Skanska 


Cementgjuteriet (Sweden's largest construction company and one of the largest in 
Europe), and a $100 million contract L M Ericsson won for telephone exchanges in the 
Republic of Korea. 

"Swedish industry sometimes seems too big for Sweden,” says Gunnar Ljungdahl, 
senior vice president and general manager for SEB International. He says that this na- 
tion of only 8 million people, despite its being one of the wealthiest per capita in the 
world, cannot easily match financing and credits available to companies in giant na- 
lions as the U.S., Germany, Japan, France and the U.K. 

"Nevertheless, our bank does manage to compete," he says. "First, we are very 
Strong internationally — have always been. Second, we have an excellent interna- 
tional clients structure — we cater to 70-8096 of Sweden's export industry, and we 
have long experience working in different branches of industry. And third, we have 
gained flexibility over the years: we are able to offer customers a wide range of finan- 
cial combinations." 

He also points to the strengths of quality of Swedish production as a competitive factor 
in winning international jobs. "One of the features that was highly influential in our 
company's getting the Indonesian power project contract was that it will be completed 
one to two years faster than any competitor could offer," he says. "This will mean big 
savings for Indonesia because it will save a lot of oil." 

The bank recently completed a major reorganization, which included formation of 
SEB International, a unit that will cater to all international banking needs of some 70 
major Swedish companies. As of January 1, 1983, Rutger Blennow will be in charge of 
Far East operations, succeeding Nils Astróm, who will be working as consultant for the 
bank in the area. Blennow, who has had long experience in international banking, 
including Singapore, points out that evidence of Sweden's tremendous interest in the 
Far East is the fact that there are almost 100 Swedish companies in Singapore, more 
than double the figure of 1979. 

Skandinaviska Enskilda Banken (South East Asia) offers broad services, but special- 
izes to a degree in trade financing, export credits and working capital, as well as in 
money transfers and advice on foreign exchange. One of the bank's main income 
Sources is foreign exchange. 

"SEB has been an active participant in the expanding Southeast Asian market," he 
says. "And we plan to be even more active in the future." 
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SCANDPOINT 


UNEXPLOITED PROFITS 
Alert exporters to Scandinavia are cutting distribution costs 
by unique control system 


Falkóping, Sweden: Scandinavia is often used by foreign companies as a test mar- 
ket or as a gateway to penetrate other West European markets. Exporters to Scan- 
dinavia do this for good reasons, mainly because the per capita level of private con- 
sumption in Scandinavia ranks with Europe's highest. 

Marketing experts like the stable economic and political climate fostered by the 
progressive Nordic peoples, with their liberal trade policies and free enterprise ideas. 
The strong purchasing power of the affluent Scandinavians is well served by retail 
trade organisations noted for their unbureaucratic ways of contact and short channels 
in decision-making. On the other hand, geographical distances are comparatively 
long. Scandinavia, which comprises over 30% of West Europe, has a population 
above 22 million. 

The distances which Scandinavians have to cope with are one of the reasons why 
they are attacking the problem faced by international traders globally: the spiralling 
costs of handling, distributing and processing goods. This challenge has been met re- 
cently by the formation of an operative centre — ScandPoint AB, which started busi- 
ness in May 1982. ScandPoint’s work, which covers distribution in a very wide sense, 
is solidly based on two sources. The first is the result of research over several years 
in the transport operations of Scandinavia and other trade areas. The second stems 
from an extensive survey of computer-based systems to find the best way of control- 
ling and coordinating distribution. All this mental spadework was done to enable the 
ambitious exporter to sell more effectively by a smooth flow of his orders, goods and 
cash. ScandPoint is the first company of this kind to offer such service. 

From bitter experience the exporter knows that the costs in distributing goods — 
and the supporting activities, such as marketing, order processing, stock control, pay- 
ments, and so on — often hits him for about 60% of the total cost of the goods he ex- 
ports. : 

He also knows that not much more is to be gained by trying to cut production costs 
already pared to the bone, and that attempting further price hikes will only hurt his 
business still more. 


As asolution ScandPoint is advising its international customers that by coordinating 
their physical and administrative flow of orders, goods and cash, rationally at the local 
market level, they stand to make a better profit. So ScandPoint takes over this pro- 
blem from its customers and breaks it by utilising the advantages offered in under- 
standing local conditions and opportunities, district by district. 

Now that ScandPoint is available, exporters to Scandinavia find that they need only 
this one single contact to help them enter this highly prosperous market. Access to the 
ScandPoint network of associations also means that new business connections and 
fresh marketing opportunities are available both to exporters already doing business 
with Scandinavia and to others planning to enter it. The ScandPoint operations are 
backed by a thorough knowledge of Scandinavian conditions, government regula- 
tions, customs formalities, trade union practices, branch organisations, insurance re- 
quirements, as well as good connections with banks and financial companies. 

As a neutral and independent operative centre, ScandPoint cooperates with all the 
public and private Scandinavian transport operators, and coordinates all possible 
schedules and services. In this way the exporters using ScandPoint are supported by 
logistical knowhow of a very high standard. 

ScandPoint has also built a terminal in the strategically located city of Falköping, 
Sweden. This terminal accepts, clears and distributes the shipments from 
ScandPoint's foreign customers to their retail destinations throughout Scandinavia. 
Although inland, the Falköping terminal is a “free port" that has all the existing cus- 
toms, excise and transit-cargo privileges. Supported by well-tried processing 
routines, all these operations have a positive effect upon the cash side of the export- 
ers selling to Scandinavia. 

The computerised administrative control systems evolved by ScandPoint embrace 
distributional operations over a very wide field indeed. These systems, adapted in de- 
tail by ScandPoint to the individual needs of every one of the companies using its ser- 
vice, are linked to each company's own administrative system. Thus the companies 
can make better use of their working capital when their orders, goods and cash flow 
uniformly. 

As in other prosperous markets, competition is aggressively sharp in Scandinavia. 
Distribution costs can therefore be the factor in deciding whether a sales venture in 
Scandinavia turns out profitably or not. ScandPoint, the new Scandinavian operative 
centre, is showing by its unique advanced distribution processes that substantial 
rationalisation profits, hitherto unexploited, can be made by exporters in the 1980s. 
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Economic experts throughout the world are unanimous: the rest of the 20th 
century belongs to the Far East — with industrial development programs 
and markets of gigantic pre portions 

The whole region will see the construction of roads, railways, ports, 
schools, hospitals 

New industries will be established. In fact, development will involve the 
entire infrastructure of the countries concerned. 


This situation also represents a challenge to Swedish industry 

and commerce. Skandinaviska Enskilda Banken, as the leading 
commercial bank in Scandinavia, would welcome the oppor- 
tunity to play its part, as your banking partner. 

Our whole staff of Far East business experts, both in Sweden 
and in the region itself, are at your disposal. 

They have long experience of assisting industry and com- 
merce in Scandinavia as well as in the West Pacific Basin. In 
Sweden, seven out of ten companies listed on the stock 
exchange use Skandinaviska Enskilda Banken. We are particu- 
larly active in: 





Nite Exbiad. Area Manager Scandinavian Far East Lid, Hong К ng 


- Letters of Credit — Bonds and Guarantees 

Foreign Exchange – Deposits 
- Export and other Financing 
- Advice on International Markets 
- [nvestment Banking 

We handle more than 50% of all LC's and payments between 
Sweden and other countries 

You will find Skandinaviska Enskilda Banken in Singapore 
(for Singapore, Thailand, Malaysia, Indonesia and the Philip- 
pines), Hong Kong, Tokyo (for Japan, South Korea and Tai- 
wan) and Sydney 

We are also represented in Amsterdam, Athens, Bahrein 
Frankfurt, Geneva, London, Luxembourg, Los Angeles, Madrid 
Mexico City, Moscow, New York, Oslo and Paris, as well as in 
Sào Paulo 

Furthermore, we maintain long-standing and close relations 
with other leading banks in the financial centres of the world. 

Our account relationships include over 2,500 correspondent 
banks. 
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sional and advanced amateurs prefer a separate meter. 

All this sounds relatively simple — as long as you do not 
get sidetracked. A great number of Swedish companies owe 
their success to this Hasselblad strategy: Alfa-Laval, which 
observes its 100th anniversary next year, got its start 
through a Swedish-developed cream separator. Unlike 
companies of its day with unique patents, Alfa-Laval faced 
huge competition at home and abroad. But in 1889 it 
bought patents to a special type of separation plate rejected 
by German and Danish companies. This was the company's 
first major technological leap 
and enabled it to expand into 
new non-dairy applications. 


Since then, Alfa-Laval has 
maintained its technological 
lead. 


Another feature has been its 
international growth: 140 sub- 
sidiary companies in 35 coun- 
tries and 1,000 of its 18,500 
employees working outside 
Sweden. Alfa-Laval still con- 
centrates on agricultural pro- 


Atlas Copco drill at work. 


ducts — dairy and farm equipment, slaughterhouses — and 
related products such as industrial separators and it is stay- 
ing ahead in technology: it recently joined Cardo, a Swedish 
sugar and seed specialist in forming a company to develop 
biotechnological products. 

Atlas Copco, the compressed-air and rock-drilling spe- 
cialist, got into its special field through the foresight of its 
chairman for many years, Marcus Wallenberg. Known origi- 
nally as Atlas Diesel, the company produced diesel engines 
(many still in use in the Far East) and locomotives. It started 
producing compressors and rock drills in the 1930s and 
made a major breakthrough in drilling technology in the 
1940s when it came up with what was known as the 
Swedish method, which involved use of small but powerful 
drills. It pioneered the use of cemented carbide for rock drill 
bits, cooperating closely with Sandvik which has grown to be 
the world's largest maker of cemented carbide (tungsten 
carbide) for bits for metalworking tools and rock drills. 

Sandvik was originally a steel company. Farsighted man- 
agement established a division in the 1940s to work on the 
new tungsten development — a daring move, for steel mill 
managers in Sweden at the time were a highly conservative 
lot. Today, Sandvik's tungsten operations far exceed those 

























of its steel and luckily so: steel profits have been small in 
recent years, while tungsten's have been excellent. 

Atlas Copco has an excellent home market in mining and 
tunelling but is too small to support ambitious expansion. 
Like all successful Swedish companies it grew abroad and 
recently got into the large competitive US market by acquir- 
ing a US company to use as its base for expansion. 

SKF, the ball-bearing giant, offers a fascinating study in 
how to beat the Japanese. The 1970s recession hit hard 
since a large part of production went to the motor industry. 
In addition, Japanese bearings makers cut prices aggres- 
sively on standard bearings and started to eat into SKF's 
traditional markets. To battle the competition, SKF invested 
heavily in the mid-1970s and established a daring system 
for concentrating production of various types of bearings at 
separate plants in Europe. This was to provide advantages 
of long-series production and the strategy was to dominate 
its markets and be in a position to battle Japanese and 
others on a price as well as quality basis. (This differs from 
Hasselblad which never competes on price: its cameras are 
far more expensive than the Japanese in the same medium 
format.) 

SKF is twice as large as any single competitor and its 
dominance in Europe is overwhelming with 67% of the Ita- 
lian market, 35% of West Germany's and 29% in France. 
Japanese makers could not keep up the pressure on SKF: 
indeed, they could not maintain market shares in the face of 
lower prices by the Swedish giant and, to put pressure on 
the Japanese in its home territory, SKF has started produc- 
tion in Singapore to serve Southeast Asia. 

A final example of the Hasselblad strategy is that of Tetra 
Pak, the packaging firm whose milk and juice cartons are 
known world-wide and are particularly popular in the Far 
East. The company was founded in 1950 by Ruben Raus- 
ing, a packaging company owner who wanted a low-cost 


SKF: producing in Southeast Asia to beat the Japanese. 









Tetra Pak's tetrahedron. 


paper carton for milk. Seeing that milk in returnable bottles 
would be a thing of the past in industrialised countries, his 
engineers developed a system to make tetrahedron-shaped 
cartons out of a roll of paper coated with polyethylene. 
Unlike Hasselblad, which maintains small production vol- 
ume, there appears to be no limit to the number of Tetra Pak 
cartons produced in the world. About 4,000 packaging 
machines are operating today, producing some 30 billion 
packages a year providing the family-owned company — 
with Ruben Rausing's two sons as top executives — with 






sales of over US$1 billion and earnings of US$175 million. 

Key to the company's success has been its concentration 
on one single product — milk and juice cartons — and its 
market domination. About half the milk in Western Europe 
is packed in Tetra Pak containers and the company domi- 
nates in many other markets including Japan where it has 
two plants making the coated paper required for the pack- 
ages. 

Far East markets are especially expansive with demand 
increasing їп Taiwan, South Korea and Singapore. In- 
donesia and Thailand have programmes to expand dairy in- 
dustries but biggest expansion will be in the US where Tetra 
Pak's aseptic package, which keeps products fresh without 
refrigeration, has recently been approved by food au- 
thorities. This package has been used for many years in 
Europe, the Far East and other markets but now the huge 
US market has been opened and the package is scoring 
major successes. There appears to be no competitive threat 
to the Tetra Pak system. The company supplies packaging 
machines to dairies and juice-packers on a lease basis and 
sells them the special paper that is required. What is espe- 
cially fascinating about the company is that its packages 
make available to children and others milk, juice and other 
drinks that are highly nutritious. Ф 





year after the first oil shock — turned out to be a 

milestone for ASEA, Sweden's worldwide force in elec- 
trical energy. It was then that ASEA, founded in 1883, intro- 
duced the world's first all-electric robot with a micro-proces- 
sor based control system. 

When the ASEA robot was launched in a market where 
only hydraulic robots existed. it was unique in that it fea- 
tured: 

e simple-to-programme 
movements; 

e highest repetition accuracy: 

e powerful electrical servo drives with lowest energy 
consumption. 

Itself a robot user for years, ASEA decided to develop its 
own robot design in 1974 and since then ASEA has become 
Europe's largest robot producer: more than 2000 robots 
have been built and installations completed in more than 30 
countries. Current production capacity is 900 robots per 
year from Sweden, 90% of which goes for export. Present 
capacity is also recently enhanced with the opening of 
ASEA Inc. in Wisconsin (United States) which can produce 
400 robots a year. 

World sales by ASEA's Industrial Robot Division totalled 
Kronor 100 million in 1980, Kronor 200 million in 1981 and 
are predicted at Kronor 300 million this year. It now has al- 
most 300 employees in Sweden and 200 abroad. A new 
robot factory has been inaugurated in Vasteras and a new 
robot centre opened in Detroit. There is now a second 
centre in the US and one each in Britain, Germany, Italy, 
France and Spain. 


I the short history of robotics, the year 1974 — a 


micro-processor controlled 


Every robot centre is 100%-owned and staffed by ASEA | 


with resources available for demonstration, sales, training, 
engineering and service. In the field of process robot appli- 











ASEA robot: on an inspection trip. 


cations, ASEA is a world leader in arc-welding and glueing 
robots and, earlier this year, introduced the first arc-welding 
robot to Singapore in a seminar organised by the National 
Productivity Board. 

In June this year, a new control system for ASEA's indus- 
trial robots was introduced which incorporates operational 
and programming experience. Main advantages of the new 
control system are to be found in the programming which 
takes place all the time as a dialogue with the control system, 
which poses questions in plain text. The operator can select 
the language he wishes to use, e.g., English, French, Ger- 
man, Swedish. It is possible to divide the programmes into 
main programmes and subprogrammes which saves a lot of 
time when programmes are to be prepared for different var- 
iants of a component. 
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should no longer have Volvo or Saab-Scania. The 

conventional wisdom says that, in order to support a 
domestic motorcar and truck industry, a nation should have 
a very large domestic market. By all rules, a nation like Swe- 
den with only 8 million population and with a policy of free 
trade should not be able to provide the necessary local mar- 
ket: after all, how could such a company succeed in the face 
of production by giants in the big countries of Europe like 
West Germany, Italy, France and Britain — not to mention 
makers in Japan or the United States? And supporting two 
companies — that is impossible! 

That is what the textbooks say but evidently the founders 
of Volvo and Saab-Scania did not read them. 

Volvo was started back in the 1920s by engineers and 
managers with connections to SKF — the bearings makers 
— which put up some seed money, seeing an opportunity to 
add a new local customer. Volvo did well and like most 
motor manufacturers of the time started truck production 
along with cars. After World War II the company expanded 
rapidly to fill domestic and neighbouring Scandinavian de- 
mands. When then managing director Gunnar Engellau in 


А“ to classic economics textbooks, Sweden 
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the early 1950s announced he would try to market in the 
US, there were few who believed he would succeed. Again, 
he did not read the textbook which says that a company 
must have tremendous finances to break into a big market 
dominated by giants. 

Today, the US is Volvo's largest market. What is more, 
Volvo is one of Europe's best-performing motor companies, 
making extremely good profits while most competitors are 
running in the red. 

Saab-Scania also beat the textbooks. The company was 
founded in 1937 in order to make aircraft for the Swedish 
Air Force. (Its original name was Svenska Aeroplan AB.) 
During World War II it produced to start with planes on li- 
cence from the US. Later, it developed its own aircraft in- 
cluding some of the hottest fighters of the time. At the end of 
the war it was obvious that the demand for military aircraft 
would plummet. Marcus Wallenberg, the banker and indus- 
trialist who was instrumental in creating the company and 
who was board chairman, gave the go-ahead for the com- 
pany to produce motorcars. Aircraft designers went to work 
on a car and came up with a streamlined design (tested in an 
air tunnel) far ahead of its time. They used a German-de- 
veloped two-stroke engine and decided to до for front- 
wheel drive — most unusual at the time. 

Each one of these decisions added up to success. By the 
mid-1950s, the Saabs were winning rallies all over Europe, 
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SKANSKA 


Skanska — the Swedish builder 


A few months ago the Swedish construction company 
Skanska signed a contract for the construction of a complete 
hydro power station for the Mrica Hydroelectric Power Pro- 
ject in central Java, Indonesia, together with ASEA, Sweden 
and Balfour Beatty, Great Britain. The construction works will 
be handled by Skanska and Balfour Beatty, and are planned 
to start late this autumn. Another Skanska hydro power plant 
is under construction in Sri Lanka (the Kotmale part of the 
Accelerated Mahaweli Ganga Scheme). 

Sentab, a Skanska subsidiary, has been active in the Far 
East since the mid-60's. The company is specialized in con- 
struction management and in civil à adr projects. Re- 
cent Sentab assignments include a hydro power station in 
Thailand (opened in spring this year), tunnels and stations 
for the Hong Kong Mass Transit Railway System, and the 
Aberdeen motorway tunnels also in Hong Kong. 

These Far Eastern contracts are parts of Skanska's world- 
wide activities which cover about a quarter of Skanska's total 
annual turnover of about US$2,000. Consequently, Skanska 
is one of the largest construction companies in Europe hand- 
ling with every type of housebuilding, road construction and 
civil engineering contract. 

On the international market Skanska specializes in techni- 
cally advanced and complicated projects such as power 
plants, tunnels, harbours and turnkey deliveries (hotels and 
hospitals). Another example of Skanska's know-how lies in 
underground technology — for power plants and storage of 
petroleum products, hot water etc. in rock caverns. 

But Skanska is more than a builder. Within the Skanska 
Group there are divisions and subsidiaries specializing in 
every phase of construction: design, engineering, compo- 
nent fabrication, erection, management, administration and 
finance. 


To be qualified to participate in international tendering, con- 
struction companies have to prove their skill and experience 
from similar projects — and their financial strength. 
Skanska's know-how and experience together with a finan- 
cial strength is advantageous when it comes to prequalifica- 
tions for different international projects. 

With more than 25 years' experience on the international 
construction market, Skanska has acquired considerable 
know-how of all types of civil engineering and building con- 
tracts. Tight time schedules have become a Skanska 
trademark. Skanska stresses the importance of a highly effi- 
cient project management. This means that Skanska can 
take on large contracts and quickly set up a smoothly func- 
tioning team of staff and workers to handle all types of pro- 
jects. 


The cofferdam at the Kotmale hydro power station, Sri Lanka 
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contractors, with worldwide activi- 
ties. 

Internationally we work mainly 
with technically advanced construc- 
tion. Design-construct and turnkey 
contracts are Skanska specialities. 

We have a large fleet of machin- 
ery for every type of project - includ- 
ing special equipment developed 
within Skanska, to match our efficient 
construction methods. 

And we have staff and program- 
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not so much because of 
their engines — which 
were clearly underpow- 
ered — but because of 
their superb road-hold- 
ing and handling charac- 
teristics. It was particu- 
larly good in snow and 
on ice — and got excel- 
lent reception in the 
Scandinavian market. In 
the 1960s it was time to 
start expanding exports 
and Saab, like Volvo, 
turned to the big US 
market. Here, the car was 
really unique with its 
front-wheel drive and 
two-stroke engine. By 
the end of the 1960s, the 
two-stroke engine was replaced with a conventional V-4 and a 
new, more modem body with a new engine was introduced. 

Both Volvo and Saab are small manufactures compared 
with the European, US and Japanese companies. Volvo this 
year will make about 225,000 cars, Saab only about 
85,000. These are close to record production figures for the 
company at a time when most companies outside Japan are 
in the doldrums. 

What is the secret? Oversimplified, much can be attri- 
buted to what is called the Hasselblad strategy: concentra- 
tion on good technology, hgih quality, innovation and a 
special niche in the market. 

Volvo has always stressed the long-life of its car as the re- 
sult of quality consciousness in production. It has not been a 
flashy car: for years it was known in Germany as the world's 
fastest tractor and, unlike most competitors, did not often 
change body style. The latest Volvos are not all that different 
from those made first in the late 1960s — at least at first 
glance. Improvements are on the inside where it really 
counts. 

Volve never tried to compete with low-priced small cars. It 
concentrated on the large-size (for Europe) market to com- 
pete with the highest-price makers — such as Mercedes 
Benz. Volvo also decided very early to stress safety: it was 
the first car to carry seat belts as standard fittings, long before 
most people ever heard of such things. 

Saab has stressed in- 
novative engineering 
and good handling. For 
a long time it was one of 
the very few cars with 
front-wheel drive, a de- 
sign that is common 
today. It pioneered a 
number of innovations 
that were to become 
standard such as the 


Volvo on a profitable haul. 


crash-absorbent 
per апа 
— washing devices 
(later to become re- 
quired by law in Swe- 
den). Two recent deve- 
lopments have been tre- 
mendous commercial 
successes апа have 
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Scania rolling to high profits. 
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been copied by many 
manufacturers. The first 
was the turbo-charged 
engine providing instant 
additional power for ac- 
celeration: the second 
was the Saab Automatic 
Performance Control 
which enables engines 
to provide peak perfor- 
mance no matter what 
octane petrol is used. 

Saab was the world's 
first producer to come 
out with a turbo on a 
family passenger car. 
Turbo-charging had pre- 
viously been used for 
truck diesel engines and 
for racing cars: today, 
just about every quality car-maker in the world offersa turbo. 

Saab's turbo resulted from its turbo-charging work in its 
truck division. The fact that Saab has been able to come up 
regularly with technical innovations is partly due to its being 
a relatively small producer — getting new things into pro- 
duction more easily — and also because of its being part of 
one of Sweden's most advanced companies. Although the 
divisions — aircraft, car and truck — operate quite indepen- 
dently, there are good personal contacts by technicians. 

Although Volvo and Saab cars get most popular atten- 
tion, the real power for the companies' performance is their 
truck divisions. Volvo and Saab are among the very few 
truck makers in Europe running at a profit — and the profits 
are extremely high. The secret? Again, the Hasselblad stra- 
tegy. 

The companies concentrate on only one specific market 
niche, the heavy size or over 16 tonnes (total weight). They 
are the world's fourth largest producer in this range and the 
world's second-largest exporters (after West German 
manufacturers). Volvo and Saab actually have larger ex- 
ports than the US with about 85% of sales abroad. 

Saab did not have truck production in its original line as 
Volvo did. Saab merged with Scania-Vabis in 1969: both 
companies were in the Wallenberg group and Marcus Wal- 
lenberg, who engineered the merger correctly, saw advan- 
tages to be gained through combining them. 

Wallenberg was not 
as successful a few years 
later in 1977 when he 
backed a plan to merge 
Saab-Scania with Vol- 
vo. For years, the two 
companies had been — 
still are — very tough 
competitors at home 
and abroad. Saab chair- 
man Wallenberg and 
Pehr Gyllenhammar, 
Volvo managing direc- 
tor, saw great advan- 
tages if they combined 
their efforts and assets 
rather than competing. 
However, Saab top and 
middle ^ management 
were unenthusiastic, to 


EA 


SCANIA 


59 
T 


OCTOBER 29, 1982 e FAR EASTERN ECONOMIC REVIEW 





C Aansson 


the global trading house active in « 
pulp, paper, building material/timber, machinery, steel, chemicals, textiles, consumer goods. 


Fórsta Langgatan 19-21, S-413 27 Góteborg, Sweden. Tel, 031/12 46 OO. Telex 2530. Subsidiaries in Basel, Bombay, Copenhagen Paris, Almere- 
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ELOF HANSSON 


ELOF HANSOON — THE GLOBETRADER 


Elof Hansson is an international trading house active in pulp, 
paper, building material/timber, machinery, steel, chemicals, 
textiles and consumer goods. 


The number of employees is 550; 400 at the head office in 
Gothenburg and 150 at the 16 foreign subsidiaries. In addi- 
tion, the company engages some 150 sales agents in some 
120 countries. 


Central staff includes expertise in international financing, 
shipping and barter trade as well as ad-hoc units for turnkey 
contracting and commercial coordination. 


Group turnover in 1981 amounted to US$550 million, a third 
of which emanating from the company's trade with Asia. 
Largest exports to Asia are pulp and paper from Scan- 
dinavia, North and South America and machinery and ac- 
cessories for the pulp and paper industry. Main imports from 
Asia (mainly to Scandinavia but also to the US and Western 
Europe) are textiles and consumer goods. 


Elof Hansson has been trading extensively with China since 
the mid 1950's and is today one of Sweden's largest impor- 


ters of Chinese products, chiefly textiles and consumer 
goods. 


Over recent years, Elof Hansson has developed a competi- 
tive capability in coordinating deliveries to various kinds of in- 
dustrial projects. So, for instance, Elof Hansson acts as main 
contractor for complete production lines to the sugar industry 
and to the pulp and paper industry with manufacturers from 
Scandinavia and other countries as co-suppliers. 


Other recent additions within the Elof Hansson organization 
are/include: 


— а wide range of packaging machinery, which will be 
presented in South East Asia at the Djakarta Interna- 
tional Packaging Exhibition in November 1982 and 
through Elof Hansson symposiums in the principal cities 
of China in October 1982 and February 1983 respec- 
tively, where a number of prominent Swedish suppliers 
of packaging machinery will participate, 

—  amedical division for turnkey delivery and installation of 
complete packages for hospitals and other health care 
institutions, 

— a contract furnishing division which handles complete 
package deals for public and residential interiors from 
design to installation for hotels, offices, banks, etc. 


Elof Hansson in Asia and Australia: 


Elof Hansson (H.K.) Ltd 
701 Loong San Building Court Chambers 
140-142 Connaught Road Central 35 New Marine Lines 


HONGKONG BOMBAY 400 020 
Tel. 5-414727 India 
Telex 75214 Tel. 22-299889, 22-294304 


Telex 112814 


Elof Hansson (India) Pvt. Ltd Elof Hansson К.К. 
1002, No 28 Mori Bldg 
16-13 Nishiazabu 4-chome SYDNEY N S W 2000 


Elof Hansson (Australia) Pty, Ltd 
360-362 Kent Street 


Minato-Ku Australia 
TOKYO 106, Japan Tel. 2-295464-65, 2-292070 
Tel. 03-498-3781-4 Telex 26724 


Telex 242-4404 


The Elof Hansson Guangzhou Conference for the Pulp and Paper Industry in China 





Advertisement Supplement 


say the least. They were afraid the Saab car division would 
be swallowed by the much larger Volvo: Saab had always 
prided itself on unusual design and technology — as seen in 
its front-wheel drive and developments such as the turbo. It 
was obvious that years of long competition and ingrained 
technical approaches would make cooperation difficult after 
a merger. The plan was called off. 

Evidently, by remaining as two separate competing com- 
panies, Volvo and Saab-Scania have not suffered — par- 
ticularly on the truck side. Each company is about the same 
size as the other producing about 25,000 trucks (although 
Volvo was up to 28,300 last year, making it the world's 
fourth largest heavy truck manufacturer). Each has truck 
sales of close to US$1.5 billion and profits estimated at 
about US$200 million. For both companies, truck earnings 
have been highly important in recent years, especially for 
Saab whose car division operated in the red in 1980. 

Although the world market for trucks has been in the dol- 
drums the past several years, Volvo and Saab have been 
doing well, partly because of their concentration and domi- 
nance in the heavy niche and partly because of their diverse 
markets. Both are very strong in Scandinavia — each hav- 
ing almost 50% of the market — and in Europe. The com- 
panies have good shares in Latin America (Saab-Scania is 
especially strong in Brazil), the Middle East (Iraq is one of 
Saab's big markets), in some African countries, Australia (a 
good Volvo market) and the Far East. 


the latest market for Volvo which started to market its 

lowest-weight truck, a 12-tonne job used for short- 
hauls and city deliveries, in the US several years ago. How- 
ever, the situation changed when its distributor was ac- 
quired by its tough German competitor Daimler-Benz. 
Volvo decided to go on its own and last year acquired the 
White Truck Co., major US maker. White was heading for 
bankruptcy, hard hit by the recession and high interest rates. 

Volvo paid US$75 million for White. Although the opera- 
tion is still losing money (Volvo expects to lose about US$30 
million in White this year), long-term prospects are bright: 
White has a good name and a well-established dealer and 
service network. By using common components for trucks 
made in Europe and the US, considerable savings can be 
made. In addition, Volvo is starting to produce a Swedish- 
designed truck in the US that complements the White line. 
The acquisition can be one of the most strategically impor- 
tant for the Volvo concern. Saab-Scania has not yet entered 
the US market. 

So far, Swedish truck-makers have not been hurt by Ja- 
panese competition which has not been too aggressive in 
the heaviest range: selling heavy trucks requires very strong 
service and spares operations and, in many cases, local as- 
sembly but the Japanese have apparently been concentrat- 
ing on light trucks, just as they did on small- and medium- 
sized cars which do not compete with Swedish vehicles. € 


T* biggest single market in the world — the US — is 








looking hopefully at the Chinese market for many 

years but though they have had some large orders — 
Volvo got a US$100 million contract for trucks some years 
ago — for the most part China has been a continuing market 
of the future. Now it looks as if the future, or at least a part of 
it, has finally arrived. 

Last month, following almost three years of study and 
negotiation, an agreement was signed in Peking establishing 
the jointly owned Sino-Swede Pharmaceutical Corp. Ltd 
which will build a US$14 million plant in Wuxi, outside 
Shanghai, to produce Swedish-formulated drugs. 

The 50:50 joint venture is the first of its kind for Swedish 
industry. Although Sweden was the first country to sign an 
agreement with China to enable establishment of this sort of 
venture, other countries and companies got in earlier. Swe- 
den was the first non-communist nation to recognise China 
after the communist take-over, something always noted by 
the Chinese on formal occasions but which does not appear 
to help much when getting down to hard business. 

The Swedish partners in the Chinese venture consist of a 
consortium made up of Astra, KabiVitrum, Ferring, Ferro- 
san and Leo. The Swedish Pharmaceutical Industry Assoc. 
coordinated the deal. Chinese partners are the China Na- 
tional Pharmaceutical Industrial Corp., the Province of 
Jiangsu and the City of Wuxi. The Swedish companies put 
up US$4 million in share capital and another US$2 million 


T* Swedes, like just about everyone else, have been 


will be provided by the Swedish Fund for Industrial Coope- 
ration with Developing Countries. The Chinese partners 
also put up US$6 million. 

The plant, which is hoped to be in production in 1986, 
will employ 200-300 people to start with. The managing di- 
rector and some of the top executives will be Swedes. Itis re- 
ported that this will be the largest Chinese plant, in terms of 
employees, owned in a joint venture with foreign partners. 
The company is said to be somewhat unusual in that the 
Swedes have 50% equity. Normally, foreign partners have 
a minority interest. 

The project opens up the huge Chinese market — valued 
at an estimated US$5 billion annually — to long-term sales 
of Swedish specialities. The Chinese aim to export about 
30% of production, having an estimated initial market value 
of roughly US$20 million annually. The plant will import 
from Sweden some active components and substances of 
the pharmaceuticals produced: the Chinese want exports to 
pay for these imports. 

Initially, the plant will produce about 600 million tablets/ 
year, 500,000 litres of intravenous nutrients and 7 million 
ampules. Products will mainly be original preparations by 
the Swedish companies including KabiVitrum's Intralipid (a 
fat emulsion) and Vamin (amino acids) and Astra's asthma 
and hypertension specialities. The Chinese have also shown 
great interest in Leo's anti-nicotine chewing дит used to 
help people reduce smoking. 

Negotiations were launched almost three years ago, and 
an initial letter of intent was signed in February 1980. 

Meanwhile, ASEA will be among bidders for one of 
China's largest recent contracts. It is for a hydropower sta- 
tion in Yunan. ASEA has been closely following plans for 
this 600 mw. hydro plant for several years. The winning 
contract will be worth an estimated US$650 million, which 
means the Swedes will be fighting hungry competitors from 
Japan, the US and Germany. 
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SWEDISH TRADE COUNCIL 


For more information regarding 
the companies mentioned in this supplement, please 
contact them directly at the following addresses:— 


ALFA LAVAL ERICSSON TELEFON AB SKF 
S-147 00 Tumba Reklamavdelningen Asia Pacific Area Office 
Sweden | 161 82 Bromma PO Box 3980 
Attn: Bjórn Akerblom Sweden Singapore 9059 
Attn: Gustav Bengtsson 

ASEA PK BANKEN » 
PO Box 64 International Marketing SKANSKA CEMENTGJUTERIET 
Jurong S-103 71 Stockholm 182 25 Danderyd 
Singapore 9161 Sweden Sweden 
Attn: John Kempster Attn: Kirsten Mothander Attn: Maj Britt Brenner 
ATLAS COPCO SAS SKANDINAVISKA ENSKILDA BANKEN 
105 23 Stockholm Marketing Dept. S-106 40 Stockholm 
Sweden Asia Routes Sweden 
Attn: Sóren Rasmussen 161 87 Bromma Attn: Karnig Hemdahl 

Sweden 
ELOF HANSSON SWEDISH EXPORT COUNCIL 
Marketing Communications Div. SCANDPOINT AB Box 5513 
Fórsta Lánggatan 19-21 Box 703 S-114 85 Stockholm 
413 03 Gothenburg S-521 01 Falkóping Sweden 
Sweden Sweden Attn: Per Hallstróm 


Attn: Erkki Járnfelt 





Devastation in Tangshan: was the Cultural Revolution to blame? 


SCIENCE 


When pigs bite and rats get drunk 


When the Snakes Awake: Animals and 
Earthquake Prediction by Helmut 
Tributsch. MIT Press, Cambridge, 
Mass. No price given. 


CAN the more:than half a million people 
who died in the disastrous Tangshan 
earthquake on July 28, 1976, be counted 
as victims of the Cultural Revolution? 
Very possibly, argues Tributsch, because 
in other major earthquakes in China in re- 


cent years cities affected have been | 


emptied of their inhabitants in time to 
avoid a serious death toll. 

The earthquakes had been predicted 
well in advance by observing the natural 
phenomena which precede them — 
changes in the water table and even in the 
chemical make-up of well water, geologi- 
cal changes and, most striking of all, as- 
tonishing changes in animal behaviour. 

All these signs were observed before 
the Tangshan earthquake, says Tributsch, 
but the city was not evacuated. Indeed, he 
says. no fewer than seven separate warn- 
ings from various earthquake stations 
went unheeded, and a possible explana- 
tion is that the political turmoil which ac- 
companied the death throes of the Cul- 
tural Revolution had penetrated even as 
far as the scientists of the earthquake 
watch and this was why no action was 
taken. 

- It is a fascinating theory but, unfortu- 
nately, one that does not hold much 
water. A much more likely explanation is 
one which is advanced elsewhere in the 
book — that on this: particular occasion 
the signs and warnings came too late and 
were too indistinct to be recognised as 
such. And there lies the central problem 
of the book. For Tributsch is committed to 
the case that animal behaviour is a certain 
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predictor of earthquakes — and like many 
committed people tends to push his case 
too hard. 

Tributsch began his work from a very 
personal standpoint after an earthquake 
hit his home village in the Italian province 
of Friuli in 1976. A description of the ani- 
mal behaviour preceding that earthquake 
opens his book and is perhaps the most 
comprehensive survey he has, carried out 
as it was by personal interview. Villagers 
told him of a herd of roe deer emerging 
from their woodland hiding places into the 
open. Chickens could not be persuaded to 
enter their coops for the night. Cats left 
their homes, taking their kittens with 
them and did not return until days after 
the earthquake. Dogs barked furiously 
and pawed at doors and windows but 
would not enter buildings. And during the 
earthquake caged birds died mysteriously 
— possibly exhausted by their efforts to 
escape. 

Tributsch also has exhaustive accounts 
of research їп China into use of natural 
phenomena to predict earthquakes, par- 
ticularly that which occurred on February 
4, 1975, at Haicheng. Signs of this earth- 
quake began as early as the middle of De- 
cember 1974, with snakes coming out of 
hibernation and rats gathering in large 
groups "so confused that they could be 
caught by hand.” At the same time, spring 
water became frothy and cloudy and the 
groundwater table changed. 

From then until the earthquake, the 
signs intensified, with more than 20 
species of animal exhibiting abnormal pat- 
terns. “Geese flew into trees, dogs barked 
as if mad, pigs bit cach other . . . and 
rats... actedasif drunk." Meanwhile, gas 
bubbles appeared in pond water, ice 
broke and water squirted up like a foun- 





tain and wells turned cloudy and foamed. 
The result wasthat Haicheng was well pre- 
pared for the earthquake when if came 
and though at least 50% of buildings were 


there were very few casualties. 

Tributsch also has some very interesting 
material — mostly historical — from 
Japan but, naturally, the further west he 
goes the more sketchy such material be- 
comes. Therefore the book tends to be- 
come repetitious and also somewhat stri- 
dent as he attempts to prove his case. And 
he descends to the Chariots of the Gods 
level when he attempts to explain numer- 
ous episodes from the Bible and from 
Greek and Roman mythology as the result 
of earthquakes. For instance, Balaam's 
ass in the biblical episode displays reac- 
tions “comparable to those mentioned 
in many earthquake reports by. eye- 
witnesses." 

However, Tributsch's stated intention 
is to goad scientists into doing some seri- 
ous research on earthquake precursors, so 
perhaps a little exaggeration is in order. 
Certainly, he has produced a thought-pro- 
voking book for laymen — and probably 
for scientists, too. The results of his re- 
search are dramatically displayed in а 
series of tables, which should set scientists 
thinking. But what a pity he or his editor 
omitted an index. — М, MacL. 





Learn how to have 
your book published. 


You are invited to send for a free illus- 
trated guidebook which explains how 
your book can be published, promoted 
and marketed. 
Whether your 


Tohe | subject is fic- 


tion, non-fiction 
or poetry, sci- 
i author entific, scholar- 
in search ly, specialized, 


(even contro- 
versial) this 
handsome 40- 
page brochure 
Лы wil show you 
nd how to arrange 
for prompt pub- 
lication. 

Unpublished authors, especially, will 
find this booklet valuable and inform- 
ative. For your free copy, write to: 
VANTAGE PRESS, Inc. Dept. F-34 
516 W. 34 St., New York, М.Ү. 10001 


75 


оїа 
publisher 





either destroyed or seriously damaged - 





ala Lumpur: The “mildly 


` budget for 1983 which Finance | Ge 


nister Tunku Razaleigh Hamzah prom- 
d Malaysians two months ago turned 
е just the opposite — austere, de- 
tionary and cóntractionary i 
pending. Instead of trying t 
rrow) its way oui ; 
Мауѕіа is to “de 


conomic evelop- 
nt гөр ате” as Razaleigh put it in 
ober 22 һо, ресс to parlia- 


ort he second year running, and the | 


ent is hoping the balance-of-pay- 
s gap will shrink as overseas demand 
alaysia $ commodity exports starts to 


ederal government's. planned 
ling for the next budget year (which 
anuary 1, 1989, has been heav- 


n the revised allocation, 

Ifway through the present 

of what the government 

s it will actually spend, the figures 
nall rise, from M$26.62 billion 

› M$26.98 billion in 1983. But, 
into account a forecast in- 
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eoon: mic services 17 % and social service 
5 
Some of those cuts. could be resto 

1983. Out of a total development. 
ing allocation of M$11.67 billion — 20° 
down on the level originally. assigned for 
this year — the security sector gets M$2.4 


billion and economic services M$6.09 bil- | 


lion, a gain of 11% on the total actually 
spent in 1982. However, final develop- 
ment spending next-year is certain to be 
far lower than overall allocation, asit 
is every year: 


The treasury estimates actual develop- 
ment expenditure for 1983 at M$9.9 bil- | 


lion, 5%: down on the current year and 
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(M$ million) | 


: Merchandise exports 
Merchandise imports 
Merchandise balance. 
Goods, services and ` 

transfers 
Current-account balance 
Netlong-term capital 
Balance, capital and 

current account 
Short-term private capital, 

errors and omissions 
Overall balance - E 


` Source: Ministry o of Finance. 


+5810 
+524 


—1;617 
=—1,093 


versal that is for Malaysia can be gauged 
from the fact that in each of the previous 
five years from 1977, actual development 
expenditure grew by no less than 38% on 
average. 


Tie the operating and безери | tion: 


allocations. together shows“ little 
change i in individual government: depart- 


ments’ shares compared with their actual 


spending this year. Education retains its 


| position at the top, and external defence 
| keeps its 14% share. However, debt ser- 


vicing now takes over from defence in s 
ond place, one indication of the. х 


| pansion in government borrowing in re- 


ent years. 
` The allocation for housing is the only 


‚| one to have suffered a major cutback. 
‘That could compound:the housing short- - 
.| ages now being anticipated as private dez | 
| velopers lag behind their targets underthe 


1981-85 Fourth Malaysia Plan. 
The finance minister made it plain that 


government spending. would |. 


ed by major cüts in tax to 


“sector. Investment i in- | 
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1g, though, does not 
come into effect until 1984: 7. 

For. next. year producei 
content with ont 


den comes into. effe 
first time in 


.Subseqi 
n. shortfall means 
that despite a planned in- 
crease. 1n exports from 
1.37 million tonnes to 1.4 
million in 1983, апа-а 
forecast rise in the price 
per kg. from M$2.05 to 
::M$2.20, receipts from 
-p crubber-export. duty: are 
likely to fall from M$152 
L5 nto M9128 million 


the 1981 level, 

The tin-expor 
raised, from M$23.1 
saving miners ion on the esti- 

h exportsset to 
о 43,500 as Interna- 
ls. 


next year will 
n, compared to 


bring in illion 
| 98 nd М$298 million 


M$178 m 
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s for manufactured and 
ill bring in an extra M$113 millio 
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FINANCE AND REVENUE 
З (MS million) 


Operating expenditure 1 А 17,079 
Development : А E 

expenditure (less. ion 4 
,;fepayments). ў s IRBS du 3 0.43 11,670** 
Total expenditure E 4 ) 6.619. 28,749 
Totatrevenue ipo 16,43 18,503 
Overalls deficit. ; $ | 14,454 „185 10,246 
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Special receipts: И» 600 
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“tab equipment — ha (*edrwdown, |. TRUE 
raised from 5% to-1096 for the. | building up) Do tiu TR 
first time'since 1972, bringing eludes М5800 million contingencies reserve: 
vin an’extra M$800 million next Includes M$400 millionicontingencies reserve; 
t Includes IMF drawing. 
Pr year ovér-and above the trea- 
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‘significant! 
sécond year i 


Po | | -Totalrevenue i developmen 
“Import duties on  dotnplétely Taxrévenue | reaches its 
Љой гир cars. havê been raised Of which: , 


from 60% to 90% for vehicles Bites taxes 


“costing less than "М$20,000, 
with. the maximum marginal 
таге for more expensive cars ` 
"doubled to 200%. Completely: - 
knocked-down cars imported . 
for assembly here have also. |: 
been made subject to a 15% | 
‘duty for the first time, bringing С | 
the total extra revenue for the 
"government to M$209 million. | 
The marginal rate of road tax: 4 
{өг cars of more than 1,200 ccs 
has been increased by between 
16.7% and 20096, with com- 
pany cars to be assessed at four 
times the private owner's rate, 
Those two measures should 
‘add M$189 million to federal < 
réceipts. | 
The new increases mean that - 
an average "imported model 


years, at M 
however; it reaches. 
expected. М. 9 

» а 


` M$8.48 Moe | 
from just M$2 
more than Ms 
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95, though that included a 
. outlays by the oil industry 


> country’s external wever, | mand at a time when public-sec 
ven more sharply, from | 7 bil | сап: investment are. 
1981 to. M$11.81 billion in 1982. 
iding . market loans. we 
M$8.35 billion, while n ш reasury was for lg 
imports would flatten out at M$28.91 b 
million yen bond in January, a | lion next year as inflation modera 
million floating-rate note issue in | Organisation for Economic ‘Coope: 
а а M$2.35 billion syndicated || and Development (OECD) count і | 
| August. Those took the foreign | disposable income tightened at home. | sector cons nis scheduled to - 
туісе ratio up to anestimated 4.9% | the same time, exports were set to in- | drop. i in real.terms in 1983 after 
he end of this year, from 2.7% in 1981 | crease by M$2.57.billion to M$29. falling 2.8%. this year. lic-sector capi- : 
ust 1.8% in 1980. The treasury’s | lion (including a contribution of ‘tal formation will fall ev: іеау; 
mic report, released. with: the | million fromt iquefie by. 15.3%, as the reducti | eral and | 
get, pointed out, though, that this was | [LNG] plant at state development expenditure begins to . 
ОСИЕТИ Og iiec ; bite. This year, by contrast, saw.a 4.896 rise. 
ee ор DI 4 )verall growth, though — measured by ' 
| USTRIAL ORIGIN | gross domestic product — is still forecast | 
— T | to increase in real terms from this year’ 
ilion) | nge | 18 H 3.9%, to 4.9% in 1983. If international in 
DP terest rates continue to drop, Razaleigh 
sculture, forestry. said, the figure could rise to 6%. If, hov 
ever; OECD countries’ performance doe 
not match up to the planned 2.596, the 
the target could be out of reach. n 
. All the major primary- and secondary 
“goods sectors аге forecast to show in 
| €reases in growth next year. Agriculture, · 
livestock, forestry and fishing should ex- 
„pand by 3.4% from this year's 1.9% rate. 
Rubber output is put at 1.43 million ton- 
nes, a gain of 20,000 tonnes, crude palm- 
oil supply should rise from 3.2 million ton- 
.| | nes to 3.4 million tonnes, rice production 
-| will edge.up from 1.37 million tonnes to 
1.38 million tonnes, and timber extraction 
‘will increase from 29.5 million cu. ms to 
29.9 million cu. ms. 
The mining sector is planned to grow by 
6% , compared to a rate of 3.9% in 1982. 
output will continue to decline from 


















































o Бо af 
OC Cus Оч» ct 


ul 








© 





м 
















о Nudi, 
ES. Ghee 










he low side compared to Thailand | economic growth rises. from 0.5% this. 
Indonesia (8%), the Philippines | year to a projected 2.5% in 1983. 
о) or South Korea (12.3%). No Extra road-tax and car-import. duty 
s were made of overseas-borrow- | could now таке a dent in-car imports fo 
ext year, though the projected | private use (currently worth M$800 mil- | c: 
capital inflow was put at M$7.6 | lion a year), while added sales taxes could - 
n, only marginally down from 1982... | slow spending on. imported items gener- | 
| : ally. (Luxury items, which already attract © 
a 10% sales-tax rate, will be largely u i tonnes. pts А ; 
fected.) If that happens, then the. . Growth in manufacturing is set to widen 
pated M$99 million merchandise trade | fom 3.5% this year to 5.395 in 1983, as all 
and income to taxes on consumption. | surplus — the first in two years — could. | industries except textiles stage an ex- 
ect taxes as a percentage of total fed- widen further. The balance-of-payments’ | pected recovery. The construction sector, 
| revenue will come down from 42% in | current-account deficit is already ex- | too, should show an improvement from a 
2 to 39% next year, despite a 6% іп. pected to show a 2395 contraction, de growth rate of 7% to 10%, though this to 
е in company income.tax to M$3.18 уа continued rise in spending on im 25. | some extent depends on how successfully 
a2% rise in petroleum incometax |; The treasury. forecasts net international | Overnments can.expedite land con- 
$2.09 billion, а 10% growth in per- | reserves stabilising at around M$9 billion: version as; according. to. Razaleigh, they 
8 : in 1983, sufficient to pay for four months" | have already agreed with the federal au- 
| imports. By the end of this year, reserves | thorities. ; és 
should total M$9.2 billion, а M$200 mil. Gross national product, restrained by 
. lion drop from December 1981. : * sing net. factor payments abroad, will 





























ier, less obvious, effect of. the 
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ic demand. Spending on consumer ovem thi : 
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n the negative side, the new taxes. | grow more slowly than GDP, though the- E 
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. Thailand brirags in a revenue. 


. anunpredicted shortfall on th 


- By Paisal Sr icharatchanya 
- Bangkok: Caught by substantial revenue 
_ Shortfalls, w'hich result , directly from 
_ Sharply declining imports plus a general 
_ economic slowdown at home, the Thai 
_ Government has introduced a package of 
| sweeping tax changes aimed at netting an 
- additional Biaht 10.1 billion (US$439 mil- 
оп) in tax revenue during the 1983 fiscal 
(which began on October 1), 

The package, announced on October 15 

to take immediate effect, is crucial to 
goverriment’s success in implementing 
е 1983 budget, which puts total expendi- 
at Baht 177 billion. When the budget 
s first approved by the cabinet in May, 
horities had projected Baht 151 billion 
total revenue, leaving the deficit to be 
hanced by various forms of borrowings. 
from ‘domestic sources (REVIEW, Мау; 
- 21). It has now become abundantly clea r 
t the revenue projection was over-of »- 
istic. 

ve need to boost government reveni ıe 
highlighted by the fact that the gover n- 
nt’s three major tax-collection arms — 
revenue, customs and excise dep irt- 
ents, all of which are under the Finar ace 
inistry’s jurisdiction — recorded bel >w- 
rr get collections during fiscal 1982 (wl yich 
ed on September 30). The unfavo ura- 
€ trend looks set to continue well into 
year. 
Owing to generally depressed bus iness 
conditions brought about by the 
worldwide recession and low dor nestic 

urchasing power because of poor - farm 

mmodity prices, collection by t he re- 

ue department (which is responsible 
personal-income, corporate-i ncome 


юррїпр 12.4% drop from tl he previous 
- fiscal year. 

Considering the average 11- 18% annual 
expansion in import-duties c :ollection in 
cent years (which has b een charac- 
ised by steadily rising imp or volumes), 
drop in absolute terms d! aring the past 
year came as rather a shock, and 
d be directly attributec | to the sharp 
] Ке X overall imports v ‘hich began in 
Spurred by the combinat ion of a drop in 
erude-oil imports, a depres sed investment 
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d for cas 


deno igned to offset 
of dedining Imports 


sector and the running-down of inven- 
to ries, Thailand's total imports are ex- 
pected to drop by 44.5%, this calendar 
y'zar — the first decline in absolute terms 
ir1 recent Thai history. Following the 8.7% 
Clevaluation in July 1981, imports were 
t enerally projected to expand at a smaller 
‘pace. The extent of the slowdown, spilling 
into negative, growth, has caught most 
government and private economists on 
the hop. $ 

Early indications of a prolonged period 
of revenue shortfalls due to аме 
economic and business conditions led the 
government to decree a series of major tax 


+ 


Thai imports: to be discouraged. 


with an excise-tax increase on cigarettes 
since December 1981, were designed to 
raise an additional Baht 6.8 billion to meet 
an anticipated revenue gap in the 1982 fis- 
cal budget (REVIEW, Mar. 12). 


owever, the impact of the shortfalls 

was apparently more pronounced 
than expected, rendering those measures 
insufficient. Instead, the Bank of Thai- 
land, the central bank, succeeded in float- 
ing Baht 21.8 billion-worth of government 
bonds during fiscal 1982, which represents 
a huge 47.3% increase over the originally 
planned bond issue. The remarkably suc- 
cessful subscription (by financial institu- 
tions as well as others in the private sector) 
was achieved thanks largely to a highly li- 
quid money market, plus various invest- 
ment attractions associated with the bonds 
such as relatively high rates of return and 
tax exemption. 

The central bank so far has aimed to 
float Baht 19.5 billion-worth of govern- 
ment bonds during the current fiscal year. 
The first Baht 6 billion bond issue, which 


.was released on October 7, was already 
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reforms earlier this year which, together. 












measures. Ж. 79 

Unlike the tax reforms enforced in late 
February, which included broadening the 
personal me-tax structure to relieve 
the tax burden on the poor and impose 
higher taxation on the rich, plus the intro- 
duction of the first property-sales tax, the 
latest tax changes appear to be a collection 
of largely short-term measures designed 
to achieve immediate results. ... 

Highlights of the changes are: 

è An across-the-board 10% import 
surcharge on all imported goods with the 
exception of selected items.such as milk 
powder, petroleum and petroleum pro- 
ducts, chemicals used in the production of 
detergents, textiles and scrap iron. This 
measure is clearly designed to serve a 
twofold objective: while. the surcharge 
may immediately boost government re- 
venue- from import duties, the resulting 
higher costs may discourage imports in 
certain sectors which will further improve 
the country's overall terms of trade. 

» The reduction of import tariffs on 
certain manufactured items, such as gar- 
ments and foodstuffs to 60%. This is an 
extension of a previously announced offi- 
cial policy to remove gradually the tradi- 
tionally high tariff structure on imported 
finished products, in order to force local 
manufacturers to become more efficient. 

Under a broader scheme, the govern- 
ment aims to restructure about 10 major 
industries which are described as “exces- 
sively protected" — such as car-assembly, 
textiles and electrical appliances — during 
the fifth five-year plan (1982-86) by rais- 
ing tariffs on raw materials and lowering 
tariffs on finished goods into a 5-60% 
range, as well as by applying other mea- 
sures. Import. tariffs on electrical 
appliances and sound equipment were cut 
from 60-80% to a uniform 40% in Feb- 
ruary. 

» Tariffs on video tape, cameras and 
film which are not produced locally аге | 
being slashed from 40% to 20% to dis- 
courage rampant smuggling from Hong- 
kong and Singapore and generate more 
tax revenue from legitimate imports. 

> Other changes are higher duties on 
imported liquor and beer, the provision of 
more leeway for authorities to collect the 
maximum possible tax from local distil- 
leries, plus streamlining of overall tax-col- 
lection procedures to ensure greater effi- 
ciency. Judging from the statement of a 
senior Finance Ministry official that there 
is about Baht 8-9 billion in various forms 
of unpaid taxes in Bangkok alone, there 
appears to be room for improvement in 
the workings of the official tax dragnet. 

Among the most striking aspect of the 
procedural changes is а new ruling that 
all companies and self-employed profes- 
sionals must now pay income tax twice 
yearly as against the previous annual sys- 
tem. Prior to the change, only large com- 
panies with at least Baht 10 million in . 





‘paid-up capital or Baht 50 million turn- - 
twice 
a „ 


over had to 


pay corporate. tax 
yearly. i Me 
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J ust as physics is built on theories dealing 
with the motion and force of the atom, 
so economics has been built, since the 
times of Adam Smith, on theories of the 


nature and behaviour of homo 
economicus, or economic man. In the in- 
dustrial West, one has the feeling that 
there is not much difference between the 
man in flesh and blood апа homo 
economicus the abstraction, while in 
Japan there is a considerable difference 
between the two. This may explain the 
widespread’ myth harboured by the 
peoples of the West of the inscrutability of 
' Japanese economic behaviour. 

During the reign of the Tokugawa 
shogunate from 1603-1867, Japan was de- 
vided into 300 hans, or feudal fiefs. A han 
was a local government in the Tokugawa 
period extending overa territory allocated 
by the shogunate and presided over by the 
samurai class, whose status and rights 
within the һап were made hereditary. 
Each han contained a tightly knit commu- 
nity of samurai. Since the hans were often 
at loggerheads with one another, cach han 
demanded unquestioning loyalty of its 
samurai, who considered such loyalty as 
the supreme virtue and an appropriate 
answer to the grace given to them by the 
han. 

Following the establishment of the To- 
kugawa shogunate, peace and order 
reigned over the entire country. The 
shogunate enforced strict national seclu- 
sion and maintained an effective check on 
ambitious domain lords, and for the ensu- 
ing 250 years Japan was spared the distur- 
bance and destruction attendant upon a 
war with a foreign country or upon a battle 
between feudal clans. As with all coun- 
tries blessed with peace, the major con- 
cern of each han was directed to improv- 
ing the economy within its domain, and 
this put an extra demand of entrepreneur- 
ship on the samurai. 

With a view, therefore, to systematising 
the rules of conduct demanded of the 
samurai and to fostering their leadership 
qualities and managerial acumen, the To- 
kugawa shogunate sought to establish the 
system of values and social code elabo- 
rated by Confucius, emphasising self-ful- 
filment through stoical cultivation of mind 
and service to the community. Con- 
fucianism rejects mysticism and ir- 
rationalism and attaches great value to 
learning rather than to believing; it lays 
stress on a pragmatic and rational ap- 
proach to life. It teaches its followers that 
a pragmatic and rational life of individuals 
leads to the development of an orderly 
and prosperous society. The samurai sub- 
scribed to ‘such teachings of Con: 
fucianism, which formed the basis of their 
ethics. 

In the hierarchical structure of the Ja- 
panese society of the Tokugawa period, 
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of industrial convenience 


the merchant class occupied the lowest 
rank. In terms of influence, however, the 
merchants as a group were second in 
power only to the samurai. This was be- 
cause they were in a strategic position to 
control the national economy. In the To- 
kugawa period trade inside Japan made 
great progress. The ethies of these mer- 
chants included honesty and hard work. Tt 
seems to me that these ethics of the mer- 
chants as well as of the samurai are akin to 
the “Ethics of Protestantism and the Spirit 
of Capitalism” propounded by Max 
Weber. 

For more than 2,000 years, agriculture 
was the mainstay of Japan. Although the 
family constitutes the basic unit of farming 
operations, it is almost impossible for a 
family to run its farm independently of 
others. Therefore, 10-100 farm households 
would form themselves into villages to 
undertake jointly common village pro- 
jects while individual households ran their 
family farms. i 

Thus the important virtue for farmers as 
members of the family was diligence. and 





the primary virtue for members of a vil- 
lage community was cooperation and re- 
sponsibility. Important decisions affecting 
the villagers, as a rule, were made through 
the democratic process, often with unani- 
mous consent. 

To the casual foreign observer, it may 
appear that there is no significant differ- 
ence between the systems of the present- 
day industrial society of Japan and those 
of the Western countries. It is true that in 
the wake of the two watershed events that 
occurred in Japan, namely the Meiji Re- 
storation of 1868 and the surrender in 
1945, Japan introduced on a large scale 
the legal, political and social systems, busi- 
ness practices and technology of Europe 
and the United States. Just as we had shed 
our traditional kimonos in favour of West- 
ern clothes, so we founded joint stock cor- 
porations which were modelled after 
those of the European countries; we pro- 
duce goods and services in Western style, 
and we conduct business transactions in 
accordance with civil and commercial 
codes which are substantially similar to 
those of Western countries. 
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However, a closer examination of these 
phenomena and practices will make it evi- — 


dent that the spirit and ethics of the duc 3 


ese people which underlie the operation Of 
these systems are the same as those of — 
the erstwhile samurai, merchants and _ 
farmers. 7 
Today's business enterprises of Japan 
are offspring fathered by Western culture — 
and mothered by Japanese tradition. They — 
inherited the physique of their Western | 
father and the mind of their Japa 
mother. Traditional wisdom has it 
East is East and West is West, but a 
riage between East and West has. 
consummated in Japan. What is it that 
helped consummate the marriage? 


Ti my mind, credit should be given 
the late Gen. Douglas MacArthur. 
pre-war Japan, corporations served ca 
talists as a tool for exploiting laboure 
The lifetime employment system did e 
in pre-war Japan, but it applied only 
key members of management. Ordi 
workers were highly expendable, sul 
to being laid off at the whim of man 
ment. Therefore there existed a deep 
between capital and labour similar to 
one which existed between the samu 
and laymen. 

When MacArthur assumed control 
the government after World War П 
broke up the zaibatsu or financial co 
bines and purged all important corpora 
tions of their pre-war managers. As à re 
sult, the elite which had been controlling | 
the nation's business received a crushing — 
blow. Those who took over these corpora-  - 
tions were their former employees. Thus 
the chasm which used to separate manage- _ 
ment and labour disappeared; in the new- 


э, 
I e 


born corporation, there existed only func- 
tional divisions among equals. ET 
As the new-born corporations drew _ 
their funds mostly from similarly purged — 
banks, the influence of stockholders. 
ready weakened by MacArthur's acti 
waned rapidly, and the corporations 1] 
creasingly took on the characteristics of T" 
community of workers. In additi 
MacArthur liberalised the union move 
ment and sought to inspire workers wi 
the idea of freedom of thought and equal- _ 
ity of opportunity, and this helped the _ 
workers gain a much stronger voice in the. 
affairs of their companies. All these fac- — 
tors combined to develop the corporations _ 
into a community of interests more akin (O 
the democratic villages than to the hierar- — 
chical feudal hans. The corporations in < 
Japan before World War II had more in _ 
common with the hans than the villages. _ 
The second factor which aided the East- | 
West marriage in Japan was the fact that | 
after the war Japanese society developed a 
structure supported by a foundation of ~ 
coherent values. After the war, the Japan- - 



















Я 


та 


ated into a drive aimed at increasing their 


— ets, this inspired them to achieve faster 
promotion in the company they belonged to 
- through hard work. Thus. the workers. 
— the corporations and the nation as a whole 
_ developed a clear and shared sense of pur- 
© pose to which they single-mindedly di- 
.— tected their energy. And as the means for 
achieving such rapid economic growth, 
they sought to impgrt Western systems 
__ and technology as much and as quickly as 
mos possible. 
— Inthe model of market mechanism.as 
© perceived by Smith, the market is an 
—. aggregate of business firms or specially 
formed functional groups and homo 
— economicus. But. the corporations 
founded after the war in Japan are hybrids 
_ of functional groups and communities 
- which came into being naturally. When 
- Japanese corporations which have such 
- characteristics are left to their own devices 
_ in competing with one another. the mar- 
__ ket forces arising from the activities are 
materially different from those visualised 
: Smith. The ethical values of incustry 
and the loyalty held by individual workers 
- combine with the motivation of the corpo- 
_ ration for larger profit, market share and 
- prestige. resulting in excessive competi- 
tion among corporations. 
| This calls for a disinterested coordina- 
_ tion of competing interests by a third party 
- to alleviate wasteful competition. Gener- 
. ally speaking, a private third party is not 
_ powerful enough to exercise any influence 
over the concerned parties, and such а 
_ form of coordination, when successful, is 
ikely to conflict with the law on fair trade. 
Herein lies the necessity and justification 
for intervention by the Ministry of Inter- 
| national Trade and Industry, or Miti. 

































E "here is another factor contributing to 
___& the necessity for an industrial policy. 
Vhen Japan looked out to the Western 
rid after the war, it was struck by the 
Ititude of tempting technologies. 
ery firm scrambled to. buy these 
nologies, but Japan had only a limited 
ount of hard currency. Even if Japan 
| had enough cash, and had allowed 
ozens of companies to try to import the 
technology. cut-throat competition: 
| would have been created among them and 
millions of dollars would thus have been 
— wasted. Here also lay a role which Miti 
-~ could play as a disinterested third party in 
_ the selection of qualified importers for 
_ such technology through coordination. 
— The relationship between Miti and pri- 
Vate firms is not one of dictatorship. Japan 
las a time-honoured tradition of consen- 
is with the business community through 
xchanges of information and views. Ex- 
cept in isolated cases, the formulation and 
_ implementation of policies by Miti has 
| been carried out on the basis of such con- 
. sensus. In this manner, a system has been 
г built under which the secondary industries 
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rowth. At the corporate level, this trans- |- cases of ac 





| market share through rapid expansion of | 
- business. At the level of individual work- 





or 


nistrative guidance 
ing self-restraint on capital investment 
were directed to such capital-intensive 
materials processing industries as steel, 
energy. petrochemicals, synthetic fibre, 
non-ferrous metals, paper and pulp and 
cement. On the other hand, there isonly a 
limited number of cases of administrative 
guidance extended to machinery and elec- 
tronics manufacturers which employ a 
large variety of technologies, produce 
numerous kinds of goods and cater to di- 
verse consumer needs and preferences. In 
these areas, Miti has played the role of a 
sort of traffic regulator in respect to 
standards, | specifications, product 
categories and technologies. — — 

Where computers and semiconductors 
are concerned, however, Miti has played a 
more active role by subsidising research 
and development (R and D) activities or 
by arranging joint R and D for private 
firms, since too many corporations dupli- 
cated research, wasting large amounts of 
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Cars: intervention required. 


funds. Actually, government subsidies 
amounted to about 30% of the total costs 
required, and they worked well as a lure. 
These government subsidies are quite 
modest when compared with the corres- 
ponding government expenditures in the 
US and Europe. 

Quality control should cover not merely 
the quality of hardware but should be ex- 
tended to the competence of workers, be- 
cause the quality of products is only as 
good as the competence and sense of re- 
sponsibility of the workers who produce 
them. Fortunately, this is not a difficult 
task to accomplish in Japan because of the 
work ethic with which the Japanese work- 
ers are imbued. They.are particularly 
good at mass-producing products built 
with numerous components. 

There is a large number of manufactur- 
ers which produce such categories of pro- 
ducts as cars and TV sets; and as noted 
earlier there is fierce competition among 
them. If and when improvements in qual- 
ity and cost-reduction in, say, cars, occurs 


quickly and simultaneously among all the 
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countries. However, because of the U 

Fair Trade Act, private firms in Japan are 
prohibited from working out self-imposed 
restraints on» their ‘exports. Therefore, 
Miti has often had to intervene to hold 


down car exports to the US and other 
countries. 





deally, restraints on international trade, 

if imposed at all. should be insti- 
tuted only aceording to the rules of the 
General Agreement on Tariffs and Trade: 
self-imposed regulation of exports is not 
desirable. In actuality, however. self- 
regulation of exports has been im- 
plemented as a necessary evil. To make 
such evils unnecessary, Japanese export- 
ers must of their own accord moderate 
their exports of goods which are likely to 
aggravate friction already sustained on ac- 
count of such imports from Japan. How- 
ever, in a competitive free market this is 
easier said than done. 

The question of how extensively the Ja- 
panese market is closed to foreign com- 
petition is open to debate. The barriers 
standing in the way of foreign competition 
in the Japanese market may be divided 
into two categories, official and private. 
Included in the official barriers are import 
quotas, high tariffs on some items, the 
complexity of customs-clearing proce- 
dures and over-regulation of business in 
some sectors by the government. Since 
these are erected by the government, it is 
not impossible to improve the situation, 
though it may prove politically difficult. 

By contrast, the government is helpless 
in its efforts to remove private barriers 
which have come into existence due to the 
character and behaviour of business and 
consumers in Japan. By and large they are 
not made intentionally. A case in point is 
the coalition between dealers and manu- 
facturers. A dealer who sells cars or home 
appliances made by a certain manufac- 
turer tends to be reluctant to carry the 
goods of competing manufacturers. He 
would feel that this is the safest and most 
profitable way of doing business in Japan. 
This way of thinking is closely connected 
with the character of Japanese society. 

Primary and tertiary industries in Japan 
give the impression that they are over-pro- 
tected. Such over-protection is prejudicial 
not only to foreign producers but also to 
Japanese consumers. | believe the Japan- 
ese Government should actively promote 
the liberalisation and deregulation of 
these markets on its own, but the govern- 
ment is encountering strong political op- 
position. Its efforts at liberalisation of 
these markets under pressure from the US 
are perhaps better than doing nothing. A 
disinterested review of the relations be- 
tween the US and Japan since 1853 points 
to the positive benefits, not losses, such 
pressure brings to Japan, as far as long- 
term results are concerned. Japan must 
continue its efforts to grow out of the 
closed nature of its market and join the 
ranks of open societies of the free 
world. Tey tatit fr] 
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locations throughout the American West, service and tailor them to you. 
and advances on to New York, Latin Amer- And your nearest First Interstate Bank 
ica, Europe and beyond. office can put it all within your reach. 


This is the mare of First Interstate Bank. 
We make it easier for you. 
Because we've grown internationally First Interstate Bank 
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In fact, one airline can’t. 
But together, two of the world's 
leading airlines can. 

Thai and SAS have joined 
forces to offer passengers flying 


connections to other major cities. 
And whether you're sitting 
in Economy, Business Class or 
First Class, you couldn't get 
better on- board service than 


What airline can fly you non-stop from 
Bangkok to Europe, six times a week? 


between Asia and Europe a 
unique service. 

TheThai/SAS Asia-Europe 
Express. 

By flying the Great Circle 
route, instead of the more 
traditional route taken by other 
airlines, we are able to take a 
shortcut across the world and 
fly non-stop. 

This means a saving of 
over a thousand kilometres in 
distance and two and a half 
hours in flying time. 

Which, we would like to 
add, also means a good night's 
rest without the usual stops 
en route. 

And now we offer six 747 
flights a week, instead of three. 

Bangkok and Copenhagen 
are also the key gateways to 
Asia and Europe, offering easy 
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that provided by two of the 
world's most respected airlines. 
So, if you are flying to 
Europe, the best way is via the 
Thai/SAS Asia-Europe Express. 
It not only gets you there 
on the double, it gives you six 
flights a week to choose from. 





Asia-Europe Express 
Thai/ $45 
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a Letter of Credit to 
be shut out of a 


You've won that big contract. You have to deliver fast. All you need now are some 
component materials from abroad. Which means a Letter of Credit that loses its wa: 
is all it takes to kill the deal. If you've lived that nightmare before, you don't have 
to now. Because Chase has brought international trade up to the twentieth centur 
with the electronic Letter of Credit. 

The moment our equipment takes your input, your Letter of Credit is 
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really ereat deal. 


nstantly on its way. And once the documents clear locally, the seller is instantly 
oaid. (Of course it never hurts to keep suppliers happy). 

When you need your next credit with the same supplier, we only ask How 
much?’ and "ToWhom?'. That's because of electronic retrieval. 

Now, more than ever, time is money. So if you'd rather give your customers 


product than excuses, give Chase a call. In the race against time, the Chase is on. 
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By Patrick Smith 
Singapore: The 
International Fin 


e produci ot ап ега of interest-rate volatility 
ancial futures have captured the кайнана of the ti ar 
in Chicago more than 10 years ago — where 25-30, 000 Trea: 
acts, or US$25-30 billion in goversnent debt, are now traded 

— financial futures are now planned for fiet Asia, ink 


In September, London opened its market, | 
pears encouraging, while proposal ! being 


` | pore and Hongkong. Both centresare playing down an 


t up Asia's first financial-futures t. Certainly, 
approaches. Singapore has asked fc | 
Chicago's International Monetary Market, 
on the successful American example, i 
` ‘By contrast, Hongkong, with its Hongkong do den 
may be more suited to meeting purely local demand. Ot 


| facing the Hongkong Commodity Exchange 2, the 


is the question of effective regulation. In тесе! 


-| with the exchange have been suspended 


ency will be traded, and the руп of 
basic infrastructure — these аге among 


the questions on which decisions will have. 


| However, a 12-member working group. 
ankers, brokers and other 


end of ue says 
rporate-treasury man- 
tal Iinöis, National 


mentally on th creased volatility of in- 
terest rates and free-floating currency-ex- 
change rates 
the past ‘decade have mate fin 


ier ese move up or. 
— also holds obvi- 
ose жану oe : 


mit ed to trading am 


; speculators (traders and local investors) to 
sustain itself. There is little question that 
this mix of participants is present in Singa- 


4 republic’s financial sector. But apart from. 


"These developments. ove 





authorities. 


thus requires a particular combination of 
hedgers (banks and .corporations) and 


change plan: | 
to the kind of market: thought to 
best chance or de and health. 


the: ca ad Internationa M 1 
Market (IMM), a division oft | 
Mercantile Exchange and. 
cessful of the markets now opera 

bree contracts that. are mos 


pore, and most potential users expect the 
market to prove a long-term asset to the 


all the technical questions, what remains. 
at issue is whether the proper trading and 
marketing expertise can be produced in 
Singapore ot imported, and whether the 
confidence of local investors will be estab- 
lished. Without these ingredients, the new 
exchange could suffer the same lack of in- 


‘terest — and hence liquidity — that has’ 


hindered some of Singapore's other at- 


tempts at financial innovation. 


™inancial-futures contracts dicii 
treat currencies and interest-rate instru- 


| ments as commodities on which investors 
can take positions based on forecasts of | 


price activity. A commodity trader may | 


use weather conditions, consu 113 
anand and other variables, for instance, to | e 
рена price: movements in uri 


íi. bel 


date. ; 
Financial futures function similary c 


corporate bono or since last year anini 


ment based on movements in a stockma ment is definitely 


urce says. "Pure volume 


ed in New York) : 





p to be based at ast initially on. 
stitutional Mee 4 


E 'ading too thinly 
ck of sufficient activity in 
ct. Based on the experi- 

w York and other exchanges, 


ve it is preferable to allow a’ 


number of initial offerings to gain 


momentum and thus attract local 


sideration. is the position 


d by the MAS. The Pace | 


would further 
P of 


i in enhancing? the: 
ial sector and in faci 
al and foreign t ad 


| made final. Offi 


“grains, 





лде for promotion and training п тау: 
н as Important asits financial func- | 

: But precisely what role the IMM will. 
play. in. developin 
|: change. will only be || attr 

| Chicago official next month, when details | 

of the. relationship. are expected to. be: 
here are also hoping: 


"the Singapore. ex- 
ar after the visitofa 


that joint. ventures between traders in 
Chicago and Singapore, a number of 


which. аге now under consideration. іп“ 
both cities; will bring expertise along with: 


additional liquidity. 








ut when моца do pi 
‘could. come into 1 


“What is assigned. only 
cance in most market. as 
the planned. appearance 
tures exchange in. Hongkor 
With. Hongkong's 


; pected to be denomin tes 


that each market will bea ain 1 


8 
ent sort of investor — Hongkong will be 
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global market 
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Decades of familiarity with forward trading — whic Chicago h is, | 


By Patrick Smith 
Singapore: More than anything else, 


what has given Chicago's financial-futures : 
markets .an advantage over other. ex- 


changes has been the city's long tradition 
in commodities trading. Towards the end 
of the 19th century forward transactions in 
corn, livestock and ‘other com- 
modities were used to protect farmers 
from slack demand or over-production, 
and buyers from scarcity resulting from 


Adverse weather conditions or crop fail- 


ure, Refrigeration and other develop- 


ments changed the nature of Chicago's fu- | 
«tures: markets, but the city remains the 


centre of trading іп contracts for “soft” 


dition has meant à great deal. 


: | When Chicago's International Monetary | 
^1. Market: (IMM) introduced financial: fu- 


‘be counted an 





to conte 


-but Singapore does not - are an крона siement in success i 


The proposed шгар 
not expected to achieve: 
even approaches Chicago's 
marks among brokers suggest that any- 
thing above 1,000 contracts а: day would 
tial success. 


‘quire ‘greater trading expertise and pr 
motional skills tháng now exist here. О 


m fficult any- 
exchange will have to overcome 
identify. financial 

ty more with land and property than 
aper: More important; it will have 
t the. adverse PU ot what has 


n 1972, there was already a potential |: 


ket that understood. how :contracts 


nd ‘how profitable playing the | 


ша be. Parti 


aring contracts and knew the au | 


огу structure was already sound. ; 
By the end of its first усаг, 150 000 n 
n oai 





ago, the ,gold- 
s by anyone's 


(GES) currently; 


-500 contracts а day, 
the London and New 
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This comprehensive listing of 
- Hong Kong's top people with 
photos has now been updated. 
In compiling the names | 
"included in this book, the. 
editors and researchers 
selected those figures who are 
leaders in their fields; in 


; Over 1,500 individual n names 
nd addresses, most. of which 


market mailing aid. 


"WHO'S WHO IN НОМС - 


KONG is a valuable research . 
tool for scholars and jour- 
nalists, both at home and 
abroad, and a handy refer- 
ence book for businessmen. 
overseas interested in the 
affairs of the Colony. 


The book also catalogues — 
major Government depart- 


i "Tong Chang St. ww 
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(enclose my cheque fo о iq r 
surface mail for overseas order i $16/copy. 


o Hotel 
Sar Merry “esvicbcee 
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wed Wis as S only a first 

What GES officials are. 
a legislative act that” 
ings as fiduciary guara 


f parliament. 
stion now being widely asked is 
a new act will m limited to the 


he regulation of financial futures. 


h bee, and the working group fora 


sf ly regulated its own trade i in 
res since the early 1960s. 


JES fficials pue out, the rub- 


the sajd darker has 


( | "Without regulation like 
óminent gold trader says; “the 
utures market will be bucketed 


fori Шаш bbs egu 
бр any potential partici 


| are e using the market. . London was particu- 


larly” active, he added, during the one- 

hen it is trading at 
the same time as Chicago. Another bullish 
point was the backing of the Bank of Eng- 
land. 

Turning to Hongkong, Geraghty said 
contracts would be tailored for local use, 
denominated in Hongkong dollars. “That 
is probably good for the local hedger but 
bad for liquidity,” he said. In other words 
the proposed contracts would allow the 
textile exporter: for example, to’ hedge 





than in free-for-all ot g, thus pr 
serving thé essential cu Dt 
In this: respect, ‘he also: 


ed about веш Сег ghty not 
that to- date interest-rate 
ved тоге popular with dgei rs than | 
| ies in the Unite s. The latter 


апа forward marke 


ing currencies ha 


not locked in to a view. *You can unwind a 
hedge after a Week, say, without having 
your lines tied up. You can. get. in and 
out.” s : 

In a final word of advice to 
Geraghty said the backers of the p 
market would do well to match the suc 
cessful marketing campaign wh 
preceded LIFFE's opening. So- 
ко has not. t begun to market, he said Е 


radition has a value - 


j Hongkong investors like established, high-turnover markets ` 
=" - which тау bode i fort a financial-futures contract. 


By Christopher Wood - 
Hongkong: When it comes to futures 


trading, Hongkong investors go for estab- 
lished markets with high turnovers. That . 
‘is the pattern to date and there seems little 
| reason for it to change. This explains why 
informed opinion is generally negative on 
the prospects for a financial-futures mar-. 


ket ћете, and why most people feel the 
local gold-futures market will continue to 
rove à disappointment. 3 
he crux of the matter is liquidity. Why, 
‘sceptics argue, should the hedger an 
sculator use a fledgling exchange w 
o reputation when there are alte ve 
2 This has certainly proved the 


gold. Begun in 1979, the Hong- 


току Exchange's gold. con- 


lled on that of the New York . fac lities depending. 


i tiran of the Chinese Gold and $ 


Exchange Society; -the 


4 Chinese market dealing in taels. (After his : 


Hongkong investors have stuck with the 
traditional tael market and the “loco-Lon- 
don" market, which developed following 
the ‘Hongkong Government's decision in 
1974 to. lift all restrictions on the import 
and export of gold. Al ugh a spot mar- 
ket, with delivery i 


xing session. Loco-London also allows: 
ttlement to be deferred, with margin | 





Hongkong ommodity (creme report on the way. 


least as active, hessaid, adding that the two 
markets are complementary. 

For pure futures trading in gold, Hong- 
kong speculators opt for Comex in New 
York. The Hongkong office of one United 
States-based brokerage firm estimated 
that the territory accounts for at least 10- 
20% of the daily turnover on Comex. On 
good days it could “easily exceed that." 
With people happy to deal through New 
York — even though this may mean 
monitoring price movements through 
Hongkong's night — the local gold-fu- 
tures market has clearly not offered an at- 
tractive alternative. The consensus in the 
gold-dealing business is that this is un- 
likely to change. 

Meanwhile, a gold-futures market in 
London, launched in April, has similarly 
not got off the ground. In an attempt to 
breathe life into it, a US dollar-denomi- 
nated contract was introduced in October 
to replace the previously used sterling 
contract. 

It will be interesting to see how Lon- 
don's experiment with financial futures 








will perform in months to come. The Lon- 
don International Financial Futures Ex- 
change (LIFFE) opened in September in 
the august surroundings of the City of 
London's Royal Exchange. Hongkong is 
watching its performance carefully in view 
of its own plans. 

The Hongkong Commodity Exchange 
is now on the point of delivering to the 
government the final report of a working 
party which has been looking into setting 
up à financial-futures market. The work- 
ing party views the proposed market as a 
means whereby Hongkong traders, indus- 
trialists, financiers and investors could 
hedge their risks during normal foreign- 
exchange trading hours. So far, only four 
contracts have been proposed, to prevent 
trading from being too thinly spread, and 
these are concentrated on currencies of 
Hongkong's most active trading partners. 
Because of the lack of Hongkong Govern- 
ment debt instruments and commercial 
paper, proposed interest-rate futures 
would be based on time deposits. The con- 
tracts proposed are a US dollar interest 





rate based on a 90-day, US$500,000 time 
deposit; a 90-day Hongkong dollar rate 
for a HK$1 million (US$153,000) deposit; 
a US dollar currency contract in units of 
US$50,000 and а  *12.5 million 
(US$47,000) contract, both deliverable in 
Hongkong dollars. 

Financial futures have proved a roaring 
success since they were first traded on the 
Chicago Mercantile Exchange just over 10 
years ago. The idea was endorsed publicly 
at the time by monetarist economist Mil- 
ton Friedman. His reasoning was simply 
that money, like any other commodity, 
needs the protection afforded by hedging, 
especially in an inflationary era. With in- 
terest rates now falling — after many false 
starts — those with long positions in bond 
futures have enjoyed some spectacular 
profits. This, however, raises the question 
of whether financial futures will remain in 
vogue in an era of disinflation, with re- 
duced interest-rate volatility. London and 
Hongkong may be joining the party a little 
late. 

Despite the undoubted success of the 
market, bankers and brokers in Hong- 
kong remain dubious of the chances of a 
market outside Chicago building. the 
necessary liquidity, especially as financial 
futures have not worked in New York. 
Chicago is helped by the active dealing of 
its so-called locals — the sharp-elbowed 
floor traders — who are always ready to 
trade on their own account, building up 
the necessary liquidity against which fi- 
nancial institutions, corporate treasurers 
and others can hedge their positions. The 
tradition of locals takes years if not gener- 
ations to develop; it is not a phenomenon 
that can be transplanted overnight. 

Hongkong's proposed financial-futures 
market could vie, on à regional basis, with 
Singapore's, where plans for a similar 
market are in hand. But whatever is estab- 
lished here, there remains widespread 
doubt that it would attract the speculative 
element necessary to build liquidity, let 
alone the hedger. This raises the question 
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‘The closer attention of the терш. 


still continuing, officials cite such mal- 


“practices as “churning” and “bucketing 
P B 


сах :overdealing on an account to maximise 
commission income. and not carrying out 
business on the exchange as purported. 
Five commodity-broking firms have béen 
suspended since July, four at the initiative 
of the Office of the Commissioner. for 
Commodities Trading: Only one suspen- 
sion was the result of self-regulation, the 
first such action by the exchange in its his- 
tory. 

At least four of tlie suspended firms are 
J penca Sno, a feature which re- 
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Interest-rate futures prove more popular than currencies 
in the early days of London's new market - 


By Daniel Nelson 


.London: Dealers on the. recently estab- 
lished London International Financial Fu- 
tures Exchange (LIFFE) feel that a finan- - 
cial-futures market in. Hongkong. could. 


provide a useful link in a 24-hour, global 


-dealing chain. But the market would prob- 
ably: need to be more “entrepreneurial” 
than institutional. 


‘Dealers have welcomed the idea of a 
Hongkong futures market, partly because 
They 
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ра, 127% 10 a tont OF 
485,150 contracts traded. But these fig- 
ures should be compared with those for 

*open interest" — the number of con- 
tracts left outstanding at the end of each 
day. This is often tiny, reflecting the ex- 
tent to which brokers match buy and sell 
orders on terms often unfavourable to the 

‚ client, On October 12, for example, 
28,409 soyabean contracts were traded, 
but the open interest was only 95. The 
gross and net figures for sugar were 13,382 
and 39, respectively. The limited open in- 
terest undoubtedly reflects the narrow 
base of the market. 
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I an attempt to take advantage of the 
current interest in financial futures, the 
commodity exchange is on the point of 
submitting proposals for its own market to 
the government. But any new schemes 
will have to await the approval of the au- 
thorities. And at present they seem 
primarily concerned with mounting evi- 
dence of abuse by exchange members, as 
indicated by the recent suspensions. It is 
understood that present investigations 
may well lead to further suspensions. Last 
month assistant commissioner Alan 
Mills visited Japan to set up ties with the 
authorities there in an effort to bring of- 
fenders to court. The two sides have 
agreed to exchange information in track- 
ing down fraudulent dealing. Following a 
recent visit by the Malaysian authorities, 
there are.also plans to establish links be- 
tween Hongkong and the Asean countries 
in order to regulate commodity dealing 
more [us a I E UR А AA ад The aim is to provide a 


siderably higher than this figure. The vol- 
ume of Eurodollar-contract trading 
reached 2,552 on October 4, exceeding 
three-month Eurodollars on the Chicago 
market. 

On the debit side, currency contracts 
have evinced less interest, and the board is 
particularly disappointed at the low level 
of trading in the March 1983 sterling-dol- 
lar contract. One of the exchange’s prob- 
lems is that some bankers and discount- 
house dealers believe that currency risks 
can be reduced equally effectively through 
the inter-bank and discount markets. 

Joseph Spieler, vice-president of sec- 
urities house Kidder Peabody and Co., at- 
tributes the restrained activity to British 
conservatism. “It’s early days yet. Many 
people who control a lot of money and 
ideas are proceeding very cautiously,” he 
said. "The. chairmen of the banks, for 
example, are saying, “This is going to be 
done right’; administratively they want to 
get past the first month, come through 
with a monthly report. They have decided 
to go slow before they become fully in- 
volved, and that’s why trading volume is 
low. The low volume is fooling everyone.” 
However, Spieler added: “If it's the same 
situation in six weeks, it will bea different 
story.” 

Commencement of trading in sterling 
long-gilt contracts (based on 20-year gov- 
ernment stock) is е Seen оны е ао a ae RR to boost busi- 
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being ay el behind many a aie’ 
айса Japanese international broker- — 
age houses operating in Hongkong, either — 
as members or affiliated members of thè 
exchange. Although having no floor-trad- | 
ing rights, affiliate membership was. used — 
by brokers to confer a certain alleged _ 
status when touting for business in Japan. — 

With its large sales force and high pres- 
sure "boiler-room" techniques, National + 
epitomised the operations of many of - 
these brokerage houses. With a staff of | 
some 200 in Hongkong alone — most of 
them salesmen (often selling to their А 
friends and relatives), the company also "s 
had offices in such relatively glamorous - "Ф 
centres as California and Hawaii as wellas ` 
Singapore, Bangkok and Kuala Lumpur. _ 
The international character of the busi 
ness makes it that much harder for the au- — 
thorities to trace. Regulators face the pro- < 
blem of tracing what is a three-way trade — 
between Hongkong, Japan and wher- _ 
ever the deal was commissioned. Mills - 
said: “It may turn out that local brokers - 
here are not greatly involved in the buc- _ 
keting procedures and that most of the Or — | 
ders from Japan never reached them.” ing $ 
other words Japanese brokers in Jap: 
were defrauding their clients by not plac- 
ing agréed orders on the Hongkong mar- ` 
ket. 

Mills described the problem facing tin 
Japanese authorities as far greater than - 
that faced here, with the abuses arising _ 
since the relaxation of Japanese exchange — 
controls in 1980. They have particular d dif- _ | 
























































Hongkong gold: futures disappointing. 


quicker information and intelligence ser- 
vice among authorities as until now each 
country has tended to act on its own. 
The scale of the international problem, 
which Mills. described to the REVIEW as 
"enormous," can be partly gauged by the 
case of National Commodities, the largest 
broker to be suspended so far. National 
was suspended in July after defaulting on 
office-rent pea. Total liabilities 
against the firm are estimated at around 
HK$12 million (US$1.8 million), of which 
some HK$4.5 million is money owed to 
Hongkong clients. The firm's chairman, 
Joe Ikeda, disappeared shortly after the 
trading ban, Mills described Ikeda as 
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The Far Eastern Economic Review is | 
now publishing a quarterly index | 
which details by category and date 
everything that has appeared in the 
Review. The index is available on a | 
quarterly basis. Subscribe now and. 
each quarterly index will be sent to you 
automatically as soon as it becomes 
available. A vital research tool, the. 
Review index will save hours of need- 
less searching for information. ORDER 
YOURS TODAY! Only. HK$115 
(US$20) for 4 quarterly issues. Just 
complete the coupon below and send 


ness, dealers say. The ү. ӨТҮҮНҮ SES ST ва s 
business-development committee has al- 
ready considered the introduction of gilts, 
and trading is expected to start on 
November 4, leaving sterling three-month 
time deposits (in £250,000 units), yen 
(312.5 million [US$46,600]) and Swiss 
francs (Sfr 125,000 [US$57,900]) cur- 
rency contracts for later. 

Some London opinion is that the units 
of the currency contracts are too small and 
a proposal has been made to run a larger 
contract alongside the existing small units. 
There is also some demand for an adjust- 
mentin operating hours on the Eurodollar 
contract in order to create an overlap with 
Chicago. This would enable the exchange 
to be open at the time when the Federal 
Reserve intervenes in the United States 
money market, so making the market 
more exciting, subject to more news and 
offering greater possibilities for arbitrage. 
This would help build volume and thus in- 
crease the liquidity on which the market- 
place is based. 

LIFFE spent £5 million on reconstruct- 
ing and re-equipping the interior of the 
City of London's historic Royal Exchange. 
But it earned more than £9 million from 
‘the sale of 373 seats (now costing £30,000 
each), plus a membership fee of £1,250. 
The board seems satisfied with the cauti- 
ous level of activity since trading started 
on September 30, as do many members. 
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ficulty in ascertaining whether broking 
business ever reaches Hongkong. a point 
which makes cooperation between the 
two governments essential. 

A further problem, when dealing has to 
be traced back to origin, is proving conspi- 
racy to defraud. So far the Hongkong au- 
thorities have relied on certain technical 
infringements to enforce suspensions. 
There are three clear offences which allow 
them to take action: failure to maintain 
proper accounting methods, failure to 
submit audited accounts within four 
months of the end of the financial vear and 
failure to maintain segregated accounts — 
in other words using clients' money for the 
general running of the business. 

Breaches of these standards allow the 
Office of the Commissioner for Com- 
modities Trading to bring in outside au- 
ditors to investigate a firm after suspend- 
ing it from trading. Nonetheless, REVIEW 
е reveal a strong feeling within the 
office that the Commodities Trading Or- 





dinance, passed in 1976, requires a 
thorough overhaul. Officials also admit 

* that they would have liked the exchange to 
have taken the initiative on certain mat- 
ters on which they have subsequently had 
to act. 


mong the areas requiring reform, one 
of the most important is membership. 
At present, many broking firms join the ex- 
change not because they want to put busi- 
ness through it, but because a seat confers 
indirectly the legal sanction to act for 
Hongkong clients on world markets. This 
is clear from Section 31 of the ordinance 
which states that the commissioner for 
commodities trading will refuse to register 
an applicant as a dealer unless he is à 
shareholder of the exchange DIRE ora 
member of an exchange specified in the at- 
tached schedule, which covers ай the 
world's main futures markets including 
London, New York and Chicago. 
The absurd position is therefore created 





v тр 


whereby t exchange members never 
trade on the local commodities-market, 
using their shareholdings to allow them to 
solicit business legitimately for clients who 
wish to take positions in established over- 
seas markets. That this is the case is clear 
from the premium put on a shareholding 
in the Hongkong Commodity Exchange 
Co. In September Wardley ACLI Com- 
modities sold its broking licence for a sum 
between HK$1.6-1.8 million — the aver- 
age price of a seat on Comex is a mere 
US$75,000 by contrast. Membership of 
the exchange is therefore seen by other 
sections of the financial community as a 
way of legitimising the bucket shop, pro- 
viding of course it is prepared to pay the 
necessary premium to join. Commented 
one banker: “With a seat you can offer a 
service to other markets. It is a precondi- 
tion for establishing a brokerage busi- 
ness." 

The value of the seat has increased 
further because since 1981 no new shares 


have been issued in the company. Ex- 
change chairman Peter Scales defends this 
by saying it was decided to keep the 
number of issued shares at its present level 
— 158 out of the 250 authorised — so 
there were seats available as new markets 
were opened. 

Others have expressed more cynical 
reasons to the REVIEW. But Scales did 
concede there is a problem over present 
members not using the exchange. His esti- 
mate was that two-thirds of the share- 
holders were *dormant." He commented: 
“We can't compel anyone. Once a person 


has a fully paid-up share in the company | 


there is no further liability. The only con- 
trol one has is on the floor-dealing rights." 

The regulatory authorities are also 
aware of the problem posed by dormant 
membership. Derek Murphy, the newly 
promoted deputy commissioner for sec- 
urities, who has been reviewing the ordi- 
nance, said one way round the problem 
was to add an ámendment saying that ex- 


change members must place all their busi- 
ness through the exchange. This would 
not impede institutions which are also 
members of overseas exchanges from 
carrying on dealing as usual in those mar- 
kets. Murphy also cited another poten- 
tially serious loophole: the consequence 
of members dealing on other markets 
could have severe implications on the ex- 
change's compensation fund, he said, as 
Section 37 of the ordinance does not 
specify the exchange dealt on. He said: 
"The fund will be liable notwithstanding 
that it did not deal on the exchange. I 
think this interpretation is correct though 
it has not been tested in the courts." 

Murphy also disclosed other areas of 
the ordinance now under review. There 
were deficiencies of wording covering the 
question of segregated accounts while, 
more glaringly, there is no penalty laid 
down for making unauthorised payments 
out of a segregated account. On the speci- 
fic question of trading, the authorities are 
also worried by evidence of churning. One 
consideration is whether a dealer can act 
as principal — in other words, whether a 
conflict of interest could arise when a 
broker takes the contrary position to his 
client in executing a trade. 


Coe han aa members might 
complain that they are officially regu- 
lated where the two other gold markets, 
loco-London and the Chinese Gold and 
Silver Exchange Society, are not. Neverthe- 
less, the authorities are at pains to point 
out that their natural preference is for self- 
regulation. But the issue is to assess how 
self-regulation has worked in the context 
of the commodity exchange’s five-year 
history. There is also the need to look into 
the Japanese domination, which creates 
particular problems for officialdom, ex- 
plaining the rationale for the link-up be- 
tween the two sets of authorities. Mills de- 
scribes the usual victims as “typical mid- 
dle-class types." “People аге very 
foolish,” he said. “They don't understand 
what they are doing and tend to give very 
wide discretion." 

Whatever the final verdict of present 
deliberations, it seems unlikely that the 
commodity exchange's licence will be re- 
voked. (Any final decision would have to 
rest with Hongkong's Executive Council.) 
But itis clear that there will be some major 
reforms of the ordinance. The authorities 
will also be looking to the exchange to be a 
good deal more diligent in its pursuit of 
self-regulation. Judging by comments 
made to the REVIEW by other sections of 
the financial community, any such initia- 
tives would be most welcome. 

The new crackdown on registered com- 
modity brokers comes at a time when the 
epidemic of unregistered dealing, at its 
height in the gold-buying frenzy of late 
1979 and early 1980, has virtually disap- 
peared. According to the Commercial 
Crimes Bureau of the Hongkong police, 
hardly a complaint of unregistered dealing 
has been received since the penalties were 
substantially increased in July to a maxi- 
mum of five years' jail and a HK$500,000 
fine. — CHRISTOPHER WOOD 
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Down under 
egins at 36,000 feet. 


Qantas is Australia in the sky. 


Stepping on board a Qantas flight is like 
walking into Australia. 

Australian wines, Australian newspapers and 
all the friendliness and warmth of the Australian 
people (as personified by our stewards and 
stewardesses). 

Plus of course, all the free advice and guidance 
you need before you arrive in our vast continent. 

We offer a choice of luxury First Class Sleeper 
Chairs, the original Qantas Business Class or the 
friendliest economy service in the sky. 

So contact your local Qantas office today. 

Because Australia begins with Qantas. 


QANTAS S 


The Australian Airline 


From Asia, Qantas flies to Perth, Adelaide, Melbourne, Sydney, Brisbane, Townsville and Darwin. 
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The phenomenal growth of Far Eastern 
economies is one of the most startling 
developments of the late twentieth century. 

Discussed and analysed with intense 
interest all over the world, it is still only barely 
. understood in the West. 

Those who comprehend it best are those 
in leadership positions throughout the Asian 
_ region itself. | 
But even these powerful individuals 


tou tawet Lak to them through 
“the Review.” 


developments taking place 
all around them. 

How does a Chinese banker in Hong 
. Kong get the measure of finance in South 
Korea? 

How does a Malaysian politician assess 
the activities of his counterpart in Thailand? 
Г Like thousands of others, they depend on 
. the Review. 
: The Far Eastern Economic Review is the 
-most important channel of information for 
- Asia, about Asia. It is required reading for the 

elite in every nation of the Far East, because it 

. is literally the only source of information they 
can rely on week after week. 

As a result, the Review reaches the 
highest levels of business, financial and 
government life. And it hardly touches anyone 





‘people 


below this exalted level. We believe you can’t 
compare the Review to any other publication 
in Asia. 

It is truly unique. 

When considering the Review, you 
have no real alternative but to assess its 
effectiveness as an advertising medium in the 
context of its unique editorial environment. 

The Review forms a vital bond of shared 
knowledge in a region that is geographically 
and socially fragmented. 
So naturally, it is 
indispensable for anyone 
needing a consistent, reliable 
source of in-depth information on Asia. 

The Review is the cornerstone of Asian 
campaigns, placed by serious-minded 
advertisers marketing quality products and 
services. They know that in the Review their 
messages are well received throughout the 
region by the most influential group of 
leaders in business, finance and government. 

The people who control Asia’s growth. 
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9696 of Review subscribers are in business, the professions or government. 
6196 of those in business are presidents, chairmen or board directors. 
8296 of those in governmnet are in senior posts. 

6896 of Review subscribers have household incomes over US$30,000 
(Source: Project Parade 81 conducted by INRA.) Data from Asian Profiles IH available on request. 


For farther information, please contact 
'The Far Eastern Economic Review, 181-185 Gloucester Road, 7th Floor, Centre Point, P.O. Box 160, Hong Kong. Tel: 5-734301; Telex: 62497 
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‘The 


Giant Panda 


needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 

То ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites а] these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves – Wolong Natural Reserve in 
Sichuan Province. 

А team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

Те Giant Panda is an endangered animal 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money ~ your money. 


Please send contributions to the WW Е 
National Organisation in your country or direct to 
WWF International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 











Every guest will have a 
spectacular view of The River of Kings 
at the new Royal Orchid. 


It's the river that carried the Kings 
of Thailand in their golden barges to 
and from the old capital of Ayuthaya 
Nowadays streams of heavily laden 
rice barges ply down-river from the 
Central Provinces. Longtailed water 
buses scud past in showers of spray 
And in the evening it reflects one of 
the grandest sunsets in all of Asia 

And the room that overlooks this 
view will have every comfort and 
convenience a deluxe hotel can offer 
A marble bathroom, a plentifully 
stocked bar, a selection of in-house 


video movies and something unique 
to the Royal Orchid, a specially 
designed business area that gives you 
room to work as well as relax 

The Royal Orchid will have ten 
restaurants and bars, including river 
terrace dining. catering to every taste 
from traditional English roasts to 
speciality Japanese cuisine. Leisure 
time can be enjoyed by the pool, 
trimming down in the ultra-modern 
health club or souvenir hunting in 
The Royal Orchid's extensive shopping 
arcade 
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scan 
The Royal Orchid 
Bangkok 


A member of Mandarin International Hotels Limited 


The Royal Orchid will open in late 1982 





Pre-opening address: Thai Airways | 


Tel.: 2343100-19: Telex 


Xernational Building. 485 Silom Road. Bangkok 5. Thailand 


TH82359 THANTER 


For reservations at The Royal Orchid. Bangkok please call: the nearest office of HRI 


The Leading Hotels of the World, your travel agent. the hotel direct or any other 


Mandardin International hotel 


A list of banks worth 
talking to if you're 


lanning to do business 
Е in New South Wales, 
Australia. 





*State Bank. 
ANZ. 
Commonwealth. 
Westpac. 
National. 
CBC. 


*Only the State Bank is 
ای‎ by the Government 
New South Wales 








State Bank of New South Wales, State Bank Chambers, 14-16 York Street (at Barrack Street), Sydney, Australîa, Telephone: (02) 2660211 Telex: AA21550 
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e THE Hongkong dollar continued its 
sickening and seemingly inexorable 
plunge last week — hitting a new low of 
HK$6.96 to US$1 on October 26 — giv- 
ing rise to gloomy speculation that it 
might disappear into a black hole before 
long, closely followed by the stockmar- 
ket’s Hang Seng Index. So far this year, 
the Hongkong currency has plunged 
19% against the US dollar, 7.7% against 
sterling and 8% against the Deutsche- 
mark and looks to have nothing to 
underpin it. Political uncertainty is ram- 
pant, the visible-trade gaps looks nasty 
(and is likely to get worse before it gets 
better) and everyone seems to want to 
get ош of Hongkong dollars. 
Anyone tempted to think, meanwhile, 
. that Britain's declaration that it stands 
four-square behind the validity of the 
Hongkong leases implies anything about 
an obligation for the local currency had 
better think again. There is nothing in 
the treaties nor in the instruments of 
colonial government which mentions the 
currency. It is a purely domestic issue in 
every sense of the term. 
There is no one to underwrite the cur- 
rency, at any level — the government's 
obligations extend only to the note-issu- 
ing banks — and some in government 
take the view anyway that, in the final 
analysis; Hongkong does not need an in- 
ndent currency to function as an in- 
dependent entity. But at least Hongkong 
has no international debt obligations to 
speak of, so the question of debt default 
does not arise and the adjustment 
mechanism would take care of trade. 
The cheaper the Hongkong dollar, the 
more competitive Hongkong's exports 
and if no one wanted to denominate 
them in Hongkong dollars, some other 
currency would serve. The US dollar 
might eventually circulate as the main 
currency though it would not drive out 
the. Hongkong dollar altogether. De- 
btors would presumably still want their 
obligations denominated in Hongkong 
dollars. The: government does have 
some international assets in the shape of 
its Exchange Fund, though it is doubtful 
whether it would dissipate these in а 
fruitless defence of the Hongkong dol- 
lar. All it can dois use its budget reserves 
to tighten money-market rates at the 
short end so that shorters of the Hong- 
kong dollar will get squeezed. But that 
will not stop the rot. 
Ф: AFTER the mayhem in the foreign- 
exchange market and in the stockmarket 
— the Hang Seng Index crashed by 
nearly 80 points to 753.76 on October 26 
following disclosure of Carrian Invest- 
ments' financial problems (page 103) — 
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Hongkong needs every bit of reassur- 
ance it can get. Even so, it seemed 
bizarre to see Peking's People's Daily re- 

rting the change of registration of the 

ongkong and China Gas Co. from 
London to Hongkong as a gesture of 
"full confidence" in the territory's fu- 
ture. The company's chairman, 
R. C. Lee, who has always enjoyed good 
relations with Peking, had described the 
transfer himself as “а reflection of the 
company's confidence in the future of 
Hongkong as an area in which to con- 
tinue conducting business operations." 
But to quote the classic remark by 
former London call-girl Mandy Rice- 
Davies about someone else (during a 
London High Court trial); *He would, 
wouldn't he?" 

Actually, the shift of registration after 
more than a century — the utility was in- 
corporated in London in 1862 — hap- 
pens to be very convenient for the gas 
company às well as good for Hongkong. 
It saves on things like capital duty on 
new sliare issues, as Lee himself admitted. 
What he did not mention was that it also 
saves the company having to comply 
with a British law demanding that any 
shareholding above 5% be disclosed. 
That looks quite handy now that Hen- 
derson Land has built up a substantial 
stake in the gas company following the 
companies' agreement to a property 
joint venture. It seems quite likely now 
that a requirement for disclosure of di- 
rectors' shareholdings and dealings will 
not after all get into the re-drafted Com- 
panies Ordinance in Hongkong. so life 
will be more comfortable in Hongkong 
than in London. So there is opportunism 
as well as “patriotism” behind the move. 
e THE crisis at Hongkong's Carrian 
group will have caused more than a few 
blushes at broker Vickers da Costa. Car- 
rians plunging share price coincided 
with the publication of a generally bull- 
ish report on the firm by the broker. Al- 
though noting that Carrian supplies no 
figures for current liabilities, Vickers 
still managed to conclude that Carrian is 
in a "sound financial position." On top 
of a — with hindsight — unfortunate re- 
ference to a “compelling yield" (based 
on the interim dividend), the reader is 
also told that the attitude of the parent 
company — ultimate owners unknown 
— is “benevolent.” This may be in- 
formed judgment, or even the result of 
inside information, but to Shroff it reads 
more like an act of faith. 
€ MEANWHILE, the US dollar con- 
tinues its remorseless upward climb, 
supporting Shroff's prediction (REVIEW, 
Oct. 1) that many local bears of the 





















greenback would prove to have got it 
wrong. Interest-rate differentials fa- | - 
vouring the US dollar may have nar- | 
rowed drastically or in some cases disap- , | 3 
but the psychology of a "strong" | _ 
US dollar has become ingrained. The | 
song may have ended but the melody 1 jM " 
gers on. And many people (includin, JA >: 
Shroff) have yet to be convinced thz v 
(Uncle) Sam will. not "play it" ag 5 
when it comes to boosting interest rates, | - 
e SHROFF hates to say: "We told you ра 
so,” but... The news that the Malay: o: 
Government is having to cut b | 
operating and development expenditure | 
in line with its depleted revenues takes. | - 
Shroff back just five years to when the | É 
REVIEW cautioned (Nov. 11, 77) that |* 1 
Malaysia's commodity earnings could | ~ 
prove vulnerable and the government's -| 
greatly increased public-spending pro- | 
gramme with them. If that prediction | - 
seemed unremarkable it should be noted | | 
that Malaysian Finance Minister Tunku | 
Razaleigh Hamzah challenged the | _ 
REVIEW at that time to say whether it | 
could really foresee all of Malaysia's, | _ 
principal exports falling at the same | - 
time. The REVIEW could, and they did, | _ 
albeit some years later. The issue is re- | - 
called not to score points but to question - 
whether the Malaysian Government did | | 
all it could to diversify the country's | 
economic base while the going was g E 
in the 1960s and throughout much ofthe | - 
1970s. [54 
Malaysia has been obsessed with re- | 8 
distributing the fruits of economic f 
growth between bumiputras(indigenous | - 
peoples) and Chinese and with "buying | 
back the farm" (plantations) from the | 
British, inevitably at the expense of ad- | - 
ditional growth. It is fair to ask whether | | 
manufacturing-sector growth might not f 
have been much higher had it not been | - 
for legislation such as the Industrial 
Coordination Act discriminating against | _ 
the Chinese. And that criticism can Бе | 
extended to many more areas of public 
policy ranging from the Merdeka Uni- | - 
versity issue to the subsidising of | - 
bumiputra acquisition of assets via the | | 
Permodalan Nasional unit trust. ds. 
True, manufacturing has also been hit | - 
by the recession, but nowhere near so | - 
badly in terms of output prices as the raw А 
materials the sector absorbs (from | - 
Malaysia and elsewhere). This Malaysia 
has seen to its cost from the savage de- 
terioration inits terms of trade. In short, 
Malaysia's economy is still narrowly 
based and vulnerable; and Shroff again 
questions whether itis not better to go | — 
for broad-based growth first and worry | - 
about redistributing it later. OM 
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Nothing but the best 
If their terms are right, the Japanese may clinch a giant 
contract to upgrade an Indonesian oil refinery . 


By Susumu Awanohara 

Jakarta: Indonesia appears to be consid- 
ering the Japanese engineering company, 
JGC Corp. (formerly known as Japan 
Gasoline Co.) as main contractor for an 
oil-refinery modernisation and expansion 
project in South Sumatra. The final deci- 
sion may be made by mid-November, 
after which the Japanese Export-Import 
Bank, bound by international guidelines, 
will have to stiffen its credit terms. 

Progress on the project is being closely 
watched by engineering companies, 
manufacturing firms and economic obser- 
vers generally. This is not only because its 
estimated cost tops US$I billion but also 
because a decision on it is likely to reflect 
Jakarta's latest outlook and intentions at a 
time when the country’s worsening 
economic position is prompting experts to 
call for cutbacks in major projects. Ac- 
cording to reliable sources, the Indone- 
sian State Secretariat recently contacted 
the Japanese trading company, C. Itoh, 
which along with Nissho Iwai is expected 
to help JGC in the procurement and 
financing of the South Sumatra project. 
The secretariat said it wanted to award the 
project to JGC if favourable funding could 
be arranged, the sources said. 

This turn of events suggests that the 
government has now decided to postpone 
indefinitely the construction of a new re- 
finery in West Java with a proposed capa- 
city of up to 200,000 barrels a day (b/d) 
and costing more than US$3 billion at the 
maximum. The South Sumatra project in- 
volves modernisation and expansion of 
two antiquated refineries at Plaju (with 
normal capacity of 124,500 b/d) and 
nearby Sungai Gerong (69,000 b/d) which 
were built by Shell in 1899 and by Stanvac 
in 1926 respectively, and underwent sub- 
sequent modifications. 

The cost would depend on how much of 
the old facilities are retained, and both the 
engineering companies and the state oil 
company, Pertamina — which now owns 
the refineries — have various estimates. 
JGC is apparently thinking of scrapping 
most of the old facilities to build new capa- 
city of either 145,000 b/d or 160,000 b/d at 
US$1.2 billion to US$1.4 billion. 

Already, three major refinery expan- 
sions are under way, at Dumai in Sumatra 
(including a 85,000 b/d hydrocracker), 
Balikpapan in Kalimantan and Cilacap in 
Central Java. (The second and third of 
these expansions will each add refining ca- 
pacity of 200,000 b/d.) Current domestic 
refining capacity stands at about 520,000 
b/d while domestic consumption has been 
increasing at more than 10% annually in 
the past decade and was expected to top 
480,000 b/d this year. With domestic con- 
sumption expected to continue its rapid 
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growth and arrangements with Singapore 
refineries, which have in the past satisfied 
some of Indonesia’s needs for refined pro- 
ducts, expiring from 1982 onwards, quick 
expansion of domestic refining capacity 
was considered indispensable. Projects at 
Dumai, Balikpapan and Cilacap, each 
costing about USSI billion, were to be 
completed by late next year. Now, delays 
are likely in the first two. 

Presumably the government decided 
against the West Java refinery for the mo- 
ment because of its high projected cost, 
which results from the inclusion of a hy- 
drocracker. Another factor is that, with 


indonesian refinery: expansion on the way. 


the reduction of the domestic oil-price 
subsidy early this year, domestic con- 
sumption is showing slower growth. It is 
not clear why the government is consider- 
ing spending as much as US$1.4 billion to 
build largely new capacity of up to 160,000 
b/d in South Sumatra when there is exist- 
ing capacity, albeit inefficient, of nearly 
200,000 b/d in the area. Part of the answer 
may be found in the aromatics centre pro- 
ject in Plaju — another US$1 billion-plus 
project — which will need 30,000 b/d of 
naphtha. Currently, the Plaju-Sungai 
Gerong complex cannot provide this 
naphtha requirement, according to one 
expert. 


Ti Indonesian Government is chal- 
lenging JGC and the Japanese trading 
companies to come up with the softest 
possible terms for financing the South 
Sumatra project. Typically, a project of 
this nature would look for Japanese Exim 
Bank support to meet the bulk of the 
foreign-currency cost. Normally 85% of 
the foreign-currency cost (which in turn is, 
say, 70-75% of the total project cost) is 
met through co-financing by the Exim 





| and a group is of J commercial 
banks at the ыо . (That is, the 





Exim Bank puts up 59.5% while commer- 
cial banks provide 25.5% of the foreign- 
currency cost.) 

The remaining 15% of the foreign-cur- 
rency cost, which constitutes Indonesia’s 
down-payment to the Japanese contrac- 
tor, must technically be raised by the In- 
donesian Government, The government 
may allocate foreign currency at its dis- 
posal raised through, say, sovereign bor- 
rowings Or it may insist that the Japanese 
group raise this 15% as well. The local- 
currency cost, ‘accounting for, say, 25- 
30% of the total project cost, should also 
normally be raised by Jakarta but if the Ja- 


| panese are desperate to win the contract, 


they may agree to provide some or all of it. 

The composite interest rate of the co- 
financing by the Exim and commercial 
banks must not go below the guidelines set 
by the Organisation for Economic Coope- 
ration and Development (OECD), of 
which Japan is a member. According to 
OECD rules, the Japanese can legiti- 





mately offer an interest rate on. yen (all 
Exim Bank lending is in yen) of only 
7.75% a year until November 14 and this is 
what Jakarta wants for the South Sumatra 
projects, though the rate is unrealistically 
low given prevailing rates in Japan. The 
current cost of funds for the Exim Bank 
exceeds 8%. From November 15 onwards 
the minimum rate the Japanese could 
offer would jump to 9.25% because of a 
new OECD regulation which states that 
low interest-rate members such as Japan 
must charge at least their prime lending 
rate plus 0.396 for export credit in their 
currencies. The Japanese are hoping that 
the OECD rules would prompt Jakarta to 
reach a decision soon but before t. `$ hap- 
pens, the two sides will need to agree on 
an interest rate. 

In addition, tlie Indonesians are almost 
certainly asking the Japanese group to 
raise the other 15% of the foreign-ex- 
change cost, or the downpayment, and 
may even be asking for further conces- 
sions (such as deferred payment) on this 
item. If C. Itoh clinches the role as lead 
project organiser, it will probably go to its 
main bankers — Dai-Ichi Kangyo Bank or 
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as to be exported 
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lapanese ambassador 

a protest to the State Secretariat, 
anothe “LNG | expansion in Aceh, 
was won by a Japanese group, 

val Chiyoda, backed by the 

ighty trading company Mitsubishi Corp. 
It was a surprising outcome, considering 
that JGC had built LNG facilities in 
Brunei and was building another in 
Sarawak, Malaysia, while Chiyoda had no 
experience at all. Apparently, JGC feels 
— probably correctly — that it was beaten 
by Mitsubishi, not Chiyoda. One lesson 
may have been torely more heavily on the 
ies instead of 


surprising if the AE companies. did 
, not try to use the opportunity provided by 
nesia President Suharto's recent visit 


okyo. At the very least, they would | 


| asked top Japanese officials to ex- 
press interest in the refinery project. Th 


EW has learned that.a high-ranking’ | 


ese Finance Ministry official was 
i iet h Jakarta this week. 











Faced with a debt crisis; the y formé high fl 
to the banks and its shareholders for help ; 


Ву Christopher Wood 
ong: The financial machismo of the 
once all-conquering Carrian group has 


| taken a beating. An announcement on 
October 26 that the group's quoted arm, -: 


an Investments, will substitute a one- 


for-10 bonus share issue for an already de- 
| clared interim cash dividend was enough 
1 hake investors’ confidence. But the 


ny's disclosure that it is trying to 


raise HK$500 million (5874.6. million) | 


by way of an issue of cumulative converti- 


| ble redeemable preference shares at 12% | 


caused a fresh panic in the shattered local 
stockmarket. There are fears that Carrian 
may be only the first company to disclose 


financial problems in the wake of Hong- | 


kong's slumping property market. 

The proposed share issue is conditional 
on agreement being reached with some 30 
banks to roll over Carrian's short-term 
debt. Before the issue can take place, di- 
rectors have to be able to give ап assur- 
ance that the company has adequate 
working capital апа right now, according 
to one source at Carrian's financial ad- 
viser, Wardley, there is a “whole. mass” of 
short-term debt facilities coming due? 

At Wardley's parent, the Hongkong 
and Shanghai Banking Corp., (HSBC) 
executive director William Purves told the 
REVIEW the funding operation had be- 


come necessary because of Carrian’s shar- 


ply declining share price. Carrian had 
used its shares as collateral for loans and 
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Nevertheless, the HSBC is to under- 
write 50% of the preference-share issue — 
convertible into órdinary shares at à price 
of HK$1.68 a share at any time between 
January 2, 1983 to December 31, 1987 to 
give the bank 16%. Carrian Holdings, the 
parent, will "subscribe for or procure sub- 
scribers for" the other half. 

This does not mark the vote of confi- 
dencé in Carrian, the group, that it might 
first appear. For Carrian Holdings has an 
estimated 70% stake in Carrian Invest- 
ments, making its underwriting of just 
50% a dilution of its present holding. The 


| group's anonymous backers are, in effect, 


having to help re-capitalise the company, 
which has become very heavily geared 
with loans in relation to its capital base. 
HSBC's involvement would seem to be 
related to its own exposure and that of 
Wardley. The situation seems to have 
some parallels with that when the bank 
bought 30% of the ailing trading com- 
any, Hutchison International Ltd (now 
Hutchison Whampoa) in 1975 at HK$1 a 
share. A rescue operation was mounted 


and the bank later sold out to Cheung | 


Kong (Holdings) at a healthy profit. As 
well as being Carrian's financial adviser, 
Wardley has also lent money to the group. 
Early this year, for example, HSBC and 
Wardley were two lead managers for a 
US$83 million syndicated loan to a wholly 
owned subsidiary of Carrian Investments, 
to go towards the building cost of the com- 

ny's headquarters in Wanchai, Hong- 

ong. 


espite such commitments, the deci- 
sion to underwrite half the issue must 
have been à difficult one — there have been 
market rumours of all-night meetings in 
the bank's offices. To have let the rot go 
further at Carrian, in Hongkong's cur- 
rently delicate circumstances, would have 
further ravaged what little confidence is 
left. Some expressed a contrary opinion to 
the REVIEW, saying better the catharsis 
now rather than delay the inevitable 
shake-out, resulting in further shocks for 
the local stockmarket апа currency. But 
presumably HSBC will have taken care to 
ensure proper collateral. Commented one 
banker: “If the bank did not have a charge 
against every piece of Carrian property 
before this rights issue it will have now." 
For its own part, Carrian is putting a 
brave face on present developments. 
Managing director John Marshall denied 
to the REVIEW that there was any sudden 
liquidity crisis precipitating the decision 
not to pay the dividend, Rather, he said, it 
had been decided to bolster its position in 
view of the "general unease" in the mar- 
kets since British Prime Minister Mar- 
garet Thatcher's visit to Peking and Hong- 
kong, which admittedly followed Car- 
rian’s interim results. Marshall also said 
that it would be about six weeks before the 
extraordinary general meeting could be 
















quires a 
of associa 


tion, while three weeks’ notice 
has to be given bef 


the meeting can 
take place. x ! 


Purves told the REVIEW the bank be- 
lieves Carrian has an attractive future pro- 
vided the company is given time to re- 
structure its short-term. problems. The 
bank would not be underwriting half of 
the proposed preference issue, he added, 
unless it was satisfied about the question 
of Carrian's ultimate ownership. *We try 
not to do things blihdfolded;" he com- 
mented. But there would need to be 
“some rescheduling” of the company's 
debt. ; 

Conceding that the HSBC group (there- 
fore including Wardley) was a significant 
creditor — and “may well Бе? the largest 
creditor — Purves dismissed reports of an 
exposure of HK$2 billion as *excessive." 
He denied any friction or problems be- 
tween the bank and Wardley over expo- 
sure to Carrian and added that the bank 
plans to sub-underwrite the issue. He was 
confident that other banks would be 
happy to take up some of the newly issued 
shares. "When the heat of the moment is 
over and the whole matter is adequately 





Carrianna Orchid: sailing into problems. 


explained I think it is very unlikely they 
will not sub-underwrite, particularly those 
which have a relationship with the com- 
pany," he said. | 

Brokers say that some institutions may 
now face a tricky decision if the preference 
issue comes to the market, namely those 
which purchased Carrian shares on buy- 
back agreements — in other words, deals 
wherein Carrian agreed to buy back its 
own shares at a premium to the original 
sale price after a certain agreed period. 
These institutions will be faced with the 
unenviable choice of cutting their losses or 
taking up the preference shares in the 
hope that Carrian will some day be able to 
buy them all back at the originally agreed 
price. 

Carrian Investments' interim results 
(REVIEW, Sept. 24) showed marginal 
(395) net-profit growth to HK$269.8 mil- 
lion. Grand Marine's net profits for the 
period fell from HK$65 million to 
HK$54.9 million, reflecting the slump in 
the shipping industry. Carrian Invest- 
ments' deferred liabilities at the end of the 
period stood at HK$3 billion against 
shareholders’ funds of HK$3.48 billion, 
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years unde onference lines by 10- 
15%. But recently there have been reports 
of price-cutting of up to 50% by the Soviet 
line. The non-conference, Vladivostok- 
based Fesco operates in the highly com- 

`. petitive north-south trades between Aus- 

{тайа and Japan, Hongkong and East 

Asia. It has been accused of not operating 

„along, commercial principles in order to 

gain an unfair advantage. 3 

. Anzeco members contend. 

Soviets’ need for foreign excha 

nance imports, from the West 

powerful incentive for them to 


, vast. merchant fleet as an earner of hard | 


currency. Fesco is one. of about 17 ship- 
ping companies controlled by the Ministry 
of. Merchant Marine in Moscow, which 
‘operate more than 50 liner services. А 
‚ number of Anzeco members formed a de- 
„legation in August to protest to the 
tralian Government about Fesco 


iy r 
lippon Y usen Kaisha, Mitsui OS Lines, 
ralia-Japan. Container Lin 


| ned | на ing | 
threatened to destabilise, or put at risk, 


| the. future of services to a wide range o 


ports around Australia. Hunt also а 
vanced the. suggestion that competiti 


price-cutting and related matters would be 
better dealt with by normal, commercial | : 


negotiations. 


‚ According to Anzeco, Fesco said two | 


years ago that it intended to ensure that 
shipments from the Soviet Union would 
account for at least 50% of its total load- 


ings to Australia. But Anzeco now main-.|. 
tains that almost nothing is shipped by: 


Fesco from the Soviet Union to Australia. 


Atlas Consolidated Mining and Deve- 
lopment Corp. — the largest mining 
company in the Philippines — moved to 


а net loss.of P307.9 million. (US$34.9 |. 


million) in January-September this year 
from a net profit of P77 million in the 
same period of 1981. However, presi- 


dent Andres Soriano remained optimis- ^ 


tic about recovery prospects, noting a 
declining trend in losses in the past two 
quarters and signs of a turn for the better 
in key external factors. Atlas was in the 


red by P167.2 million in the. second | 


quarter and by P 52.4 million in the third 
quarter. 
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Ax markets showed mixed perform- 
ances in the period to Oct. 25, some — 
such as Malaysia and Singapore — con- 
tinuing to rise partly on the back of Wall 
Street's strength, others — including 
-Hongkong and Australia — succumbing 
to mainly local political or economic jit- 
ters. 


~ Bangkok 


|. In a period shortened to four days by the 
| public holiday on Oct. 25, prices moved 
Narrowly in very subdued trading. Vol- 
| ume dropped sharply. Stability was evi- 
dent in most issues, which prompted in- 
— vestors to stay on the sidelines and await; 
. ап opportune moment for investment . 
- Average daily turnover was Baht 17.6 mili- 
lion (US$765,000). The Book Club Index 
rose 1.39 points to close at 110.97. 


Kuala Lumpur 

"The market resumed its upward course on 
_ Strong overseas leads and general ant ici- 
pation of a stimulative budget. Investors’ 
_ confidence seemed solid enough to lift 
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А move out of synch 


Fraser's Industrial Index by more than 75 
points on budget day itself — Oct. 22 — 
though the austere fiscal package finally 
unveiled led to a slight reversal the follow- 
ing trading day. Still, at the end of the 
iperiod, the index was ир 133.85 points to 
2,449.19, its strongest close since mid- 
June. Turnover rose by 8.8 million units to 
41.2 million, with a marked switch to 
higher-quality stocks reflecting buyers' 
optimism. United Engineers (Malaysia), 
with 3.1 million shares traded, took over 
as volume leader from Lingui. 


Singapore 

Continued confidence on Wall Street, an 
optimistic view of the Malaysian budget 
and continuing concern over the imminent 
announcement of a Malaysian takeover 
code combined to push the indices up- 
wards again. Profit-taking and pre-budget 
jitters caused one day of indifferent trad- 
ing at midweek. Fraser’s Industrial Index 
gained almost 144 points on the period to 
finish at 4,162.90. The Straits. Times In- 
dustrial Index advanced nearly 29 points, 









ending at 726.57. Volume was firmly 
above 10 million shares daily in all but one 
session. Institutional buying appears to be 
| one factor in the market's partly unex- 
pected strength. But many analysts are 
now bracing themselves for a correction. 


Hongkong 

Nervousness over the rapidly declining 
value of the Hongkong dollar pushed the 
market into a fresh retreat. By the end of 
the holiday-shortened period, the Hang 
Seng Index had lost 46.2 points, closing at 
832.68. The biggest setback was on Oct. 
21, when news that the local currency had 
sunk to a new low against the US dollar 
took 40.5 points off the index. But trading 
was light throughout the period. Analysts 
tended to be pessimistic about immediate 
prospects, saying that the Hongkong dol- 
lar may continue to weaken amid uncer- 
tainty over the territory's political future 
and the continuing economic downturn. 


Australia 


A steep rise in the consumer price index 
(up 3.5% in the September quarter) com- 
bined with continuing speculation about 
an early federal election kept share prices 
under pressure, with the Australian All- 
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Ordinaries Index closing the period at 
508.8, off 15.8 points. Trading volume was 
modest, with little local or overseas in- 
stitutional support. Australia has tended 
to ignore the bullish tone on Wall Street, 
largely because of worries about the 
domestic economy. m 


New Zealand 

The market had another very quiet period 
with little overall change in most stocks. 
Another pair of small rights issues were 
announced, Kéeping up the steady flow of 
cash calls from companies. The market 
has not been particularly kind to stocks is- 
suing rights this year though some, such as 
the Goodman group, have staged good re- 
coveries when rights trading ended, pro- 
viding opportunities worth watching for. 


Tokyo 


The market drifted listlessly after a solid 
upward run'earlier in the month. Foreig- 
ners took a wait-and-see attitude. There 
was continued profit-taking and consoli- 
dation of portfolios among individual in- 
vestors. Blue chips came under a cloud 
when a bellwether stock, machinery-parts 
maker Taiyo Yuden, revised its estimate 
of business results downwards. Turnover 
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was sluggish. ‘The Nikkei-Dow Jones 
Average closed at 7,304.92, down about 
65 points for the period. 


Manila 

Speculators continued to play the market 
for low-priced mining stocks, presumably 
in the belief that. they have relatively bet- 
ter upward potential. Apart from the new 
favourite, Carmen Mindanao, there was 
much activity in. seldom-traded. Omico 
Mining, Baguio Gold and Sabena Mining, 
even though the latter two have closed 
production facilities. Carmen moved 578 
million shares, more than a third of the 
total volume of 1,677.2 million shares. But 
the bigger contributions to the aggregate 
value turnover of P 15.3 million (US$1.75 
million) came. from higher-priced com- 
mercial-industrials, including First Hold- 
ings, Philippine Long Distance Telephone 
and San Miguel. Among big-board issues, 
Atlas Consolidated showed a small de- 
cline. 


Seoul 


The composite price index rose more than 
three points to close at 163.2, ending a 
roller-coaster trading period riddled with 
rumours over whether a proposed bill out- 
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lawing the long-standing practice | 
anonymous securities transactions та) 
amended. Securities dealers have a 
that requiring investors to use their | 
names when trading would hurt the 
ket. Construction and electronics i 
regained some of the lustre they lost € 
lier in the month and were among. 
largest gainers. Motor and tyre is 
were active, spurred by good fo 
the industry. . б 


Таіреі 


The average weighted price inde? 
clined marginally to 475.51 while аме! 
daily turnover dropped to NT$486 mill 
(US$12.2 million). The  inter-b 
money-market rate was reduced ().25 
percentage point to 9.75%. The 
was given a slight boost when Finan 
Minister Hsu Li-teh told the legislature — 
about plans to open the stock exchange 
directly to foreign investors early n 
year. 
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hen Hongkong film director Ann 

Hui set out to make her film Boat 
People, the first problem was where to 
film it. Obviously Vietnam was not going 
to open its doors to a crew making a film 
which was a virtual encyclopaedia of 
Vietnamese injustice. But help was 
quickly at hand — from China. 

The Chinese turned Hainan-based 
troops into film extras to help the pro- 
ject. The island's capital Haikou was 
transformed into Danang (the architec- 
ture is similar) and Vietnamese refugees 
on Hainan were set to work to give the 
film authenticity. Not only did they 
make Ho Chi Minh rubber-tyre shoes 
and broad-brimmed peasant hats, they 
had a bonus in fashion as well. *We gave 
them new clothes from Hongkong," said 
the 35-year-old Hui, “апа they gave us 
clothes they wore on the boats as re- 
fugees. They thought it was a very fair 
trade." 

Boat People (or, in translation from 
Chinese, Embracing the Great Waves). 








which had its public premiere in Hong- 
kong on October 22, cost some HK$3 
million (US$460,000) to produce. The 
maker, Bluebird Co., feels it would have 
cost at least twice that if it had paid 
China what other foreign film companies 
pay. Recently China has been renting 
itself out the way Yugoslavia and Spain 
rented themselves out for Hollywood 
spectaculars in the 1960s. The cost in 
China — both in high prices and bureau- 
cratic lethargy — has caused many a 
company to give up the effort. 

But Hui and Bluebird did not have 
those problems. The People's Libera- 
tion Army was paid a minimal amount 
per man per day for food; street rental 
was also nominal, and the usual rule-by- 
committee was virtually waived. Two 
"representatives of the film industry" 
looked over every page of the script, but 
made only two suggestions, according to 
Hui — the main one being that "sexual 
improprieties were eliminated, because 
the Chinese wanted to show it in their 
country." Hui added: “Other than that, 
we went ahead freely. I think that's be- 


LETTER FROM HAINAN 





| The opening scene of Boat People: a boon to China. 







cause our pro- 
ducer had been 
the star of а 
leftwing film 
company be- 
fore." 

Hui's explanation does not seem en- 
tirely ingenuous. Boat People is a very 
political film. Told through the eyes of a 
Left-leaning Japanese photographer 
who returns to Danang after the war to 
record Vietnamese “progress,” the film 
shows his tragic disillusionment through 
a series of characters who undergo quite 
incredible torment. 

Vietnam’s New Economic Zones are 
portrayed as similar to Auschwitz; petty 
criminals are shot in the town square, 
and starving children run in to take the 
last coins from the corpses; doctors fore- 
go anaesthesia for ghastly operations; ex- 
prostitutes commit suicide rather than 
exhibit their shame in public. Vietnam is 
in decay, its citizens totally disillusioned. 
Only in the “model farming villages” do 
children sing songs and 
officers smile all day — 
‘for the foreign press. 

While the direction and 
acting are of high quality 
— Hui, a graduate of the 
London Film School, is 
easily the most talented 
of the younger Hong- 
kong directors — a read- 
ing of the scenario must 
have seemed like a gift to 
the Chinese. But Hui 
bristles at the idea that 
the film is political. 
“Why should people see 
politics?” she asks. “It’s 
about people surviving 
under hardship. I'm 
politically naive," the lady doth protest. 

But the film is as ideological as John 
Wayne's Green Berets, that earlier 
catalogue of alleged Vietnamese at- 
rocities, though Hui obviously re- 
searched her subject far more than 
Wayne did his. 

The refugees themselves saw a pre- 
view at their Hongkong camp last- 
month. Reportedly, they were passively 
impressed. A few walked out (they ap- 
parently could not understand Manda- 
rin), some made a few suggestions (Hui 
apparently "forgot to mention" frequent 
ransackings of residences by soldiers), 
but most sat contentedly through the 
film. Others who have studied the pro- 
blem in depth feel that the film's vio- 
lence is exaggerated. 

Whatever the politics, Boat People 
has been booked in other parts of Asia: 
though Taiwan will not take it because 
it was filmed in China. And other 
film-makers are probably wondering 
how to inject enough politics into their 
escapist fare to obtain favourable treat- 
ment in China. —HARRY ROLNICK 
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I should like to лише Philip Bow- 
ring on his article. Asean's dark horse 


[REviEW, Oct. 22]. I read this article with | 


certain excitement and satisfaction: ex- 
ement because of his ar id per- 


me P hold UE about the 
rength and potential of Thailand andit it 


people. 


- If one were to widen the scope of the аг 


le a little, reference could be made t 
he cool-headed way in which the Thai 


are managing defence and security prob- 
lems,.combining 3 necessary but modest | 
expansion of their armed forces with | 
strong international diplomacy. Increases - 


in military spending have been restrained; 


_ kept within the limits of what the economy 


can afford and without disruption of the 


| developmental pri rities and programmes 


which continuously strengthen the coun- 


- tty's economic and social fabric. 


“Bowring’s article is good testimony that 
Thailand i is on the. right track 


Bangkok . г Australian Ambassador to Thailand 


Thank you very much for your cover 


story, Asean's dark horse, which pro- 


jected the true image of Thailand. If I had: 


publicly made comments such as those in 
your article, I would. have been criticised 


IA Philippine рен 


This is in reference to your cover story and 
other accompanying articles on the Philip- 
pines [REVIEW, Oct. 29]. The articles con- 
tain a number of glaring distortions, half- 
truths and erroneous assumptions which 
we feel cannot remáin unchallenged. We 


also detect a streak of journalistic bias 


against the Philippines in the consistently 


| malicious references to the president, the | 


first lady, our system of government and 


our National Assembly not only in this 
| stance but in previous write-ups about ou 
| country. We have nothing against vali 


cism But 3 we do protest, most 


pe 
SP батайын арлец on our countr 


Б. 
rst, your magazine seems to. thin 
itv. and therefore. терш sive to its 


1 ment we Filipinos have freely chos 


i urselves - — the modified preside 


G. A. JOCKEL 





statement that such an optimiste 
sider's view may come as something. of: 
surprise to Thais at the present time. В 


| the Thai armed forces’ ability to pro 
the country. Despite the apparent strengt 
othe. ied. fc 


steady. attest to hore: obse 
it comes to fi ghting forour own sur уа 


ага off the invaders. 


Thank you. again З 


с underlying potential. of Thailand 
course, we do have. our problems wh 


we bave to join hands to solve. But 
вау in your article, we tend to t 

our problems are worse. than. anyb 
else's. BANCHA LA 


for speaking and living on statisties. But | Bangkok 


we have ed fs fora di 
ашкеби, not gra 





e are e sedg executives with a solid 


е апа success. Must. be conversant with 


Г our work is in the elds of consumer sürveys, attitude 


tudies, public opinion surveys, travel research (for airlines, 


hotels, destinatioa countries, etc.), pharmaceutical. industry 
; studie es, and media and advertising research. Experiencei in hee 
{оге be desirable. : ; 


golds prefer someone who-has been the top executive i ina: 
er market research office, or second or third inalargerop- | 
1 апа who is now ready for wider responsibilities: Open- ` 


in INRA's offices in Hong Kong, Tokyo, and Manila. 
окур, паа] fluency i in Japenese ане English is neces- 


$ 


licants may beeither nationals or expatriate residents; They 
should. now be living in Hong Kong, Tokyo, or Manila, or have 
in one of these cities and had successful work experience 


THIS IS A CAREER OPPORTUNITY. INRA’s survey research " 
activities are expanding in volume and in geographic scope, in 
and throughout the world. The INRA network has offices in 
32 countries, conducting over 5,000 surveys a year in 80 countries 
‘around the world. We need research executives with ability and 
ambition, who are able to accept IPOD and to meet the 
challenge of growth. . — 


lease write fully (including details of market research experi- 
nce, sal hi xpectations, languages, e to: The 


Daily. Mirror? 1 cannot: 





is re spons 
totally unwarranted. Her candour and 


“most realisti 


cism ofthe Philippi 


4d seems to: be 


“As for economic ре 
we should han ve compai 


ота а 
Thailand as, the lone comparison, which ' 
might make the Philippines economic fu- 
ture look even- worse. : 

Finally. we fail to see 
Mrs Marcos as indefatigable and effective 
in communicating her optimism is “pa- 
tronising and derogatory. 


Seeing is believing 

Are you not going too fardn your con- 
troversy with John Pilge e.London 
leve that à 
major London daily actually described, as 
alleged in. Traveller's Tales [REVIEW, 
Sept. 24], Deng Xiaoping e-chairman ; 
of the Hongkong. Stock e. E 
Bansko um Y REDFERN 





that leaves... 


The writing is on the wall for Asia's sugar-cane 

growers as the world sugar market shows distinct 

signs of overloading, with stocks at record levels 

and demand and prices in slump. Competition from 

Europe's heavily protected beet-sugar industry and 

from substitutes, such as fructose, is mounting and 

hopes of using sugar in the manufacture of alterna- 

tive energy are on the wane. Sugar-cane has for long 

been among the mainstays of several economies, 

but its days may now be numbered — at least as a 

viable export crop. Ultimately, the choice Asia's 

planners will face will not be whether to kill off much 
of their countries' cane acreage but when — either through a short, sharp shock, or gradually. REVIEW 
correspondents in Recon Doc and London look at cane sugar's place in the world and its pros in 
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the face of the European 
Hawaii and China. Pages 62-76 


Page 8 

Pakistan's President Zia-ul Haq 
gets a surprise invitation to lunch 
— and detente with India is on the 
menu. 


Page 8 

United States Defence Secretary 
Caspar Weinberger tours South- 
east Asia with a message of reas- 
surance. 


Page 10 

Vietnam comes under heavy at- 

preci once more at the United Na- 
ns. 


Page 11 

An outsider is nominated as a 
diplomatic choice to fill a key 
American diplomatic post. 
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Foreign relations: Peace on 
the menu. - 
Caspar n 
‘down for Thach 
No experience necessary 
An article of faith 
Cambodia: Loss of a linchpin 
Thailand: Prem bides his time 
Singapore: State of the unions ——— 
Going out on a Lim 
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A base for concern 
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Pakistan: Marshalling the lawyers — 
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India: Communist confusion — 
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ggernaut, with country reports from the Philippines, Australia, 


ailand, 


Cover photo: courtesy of Jardine Matheson 


Page 13 

A military chief of the Cambodian 
resistance quits as one of his of- 
ficers is assassinated. 


Page 14 

Thailand's Prime Minister Prem 
Tinsulanond sticks to his milita 
proces and stays out of poli- 
tics. 


Pages 58-60 

Asia is being pinched by foreign 
debt, though bankers see no 
signs of the ‘Latin disease.’ How- 
ever, the Philippines is negotiat- 
ing for more overseas money and 
Indonesia seems unlikely to 
maintain its development pace, 
while South Korea improves its 
debt structure by cutting back on 
short-term loans. 
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A surplus that could be worse 
Thailand tries to iron out the 
production bumps 
Hawaii is rebuilding on shaken 
foundations 
Adaptability favours China 
Commodities: Two-way stretch 
in Malaysia 


Page 76 

Producers and consumers may 
clash at an International Natural 
Rubber Organisation meeting. 


88 
Indonesia's contract negotia- 
tions with a foreign oil company 
are watched by the entire industry. 


Page 88 

Financial constraints force an Au- 
stralian company to invite Japan- 
ese help in a gasfield project. 


Page 90 

A Hongkong giant's cash prob- 
lems generate speculation about 
which other companies му бе. 
come casualties of the rst 
property bubble. 
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Y : promulgated in June. 


| REGIONAI 
1 New Zealand approves 





the package 

The New Zealand cabinet has 
approved compromises ham- 
тегей out between Prime 
Minister Robert Muldoon and 
Australian. Deputy Prime 


Minister Doug Anthony on, 
October 28 to the draft agree- 


ment for Closer Economic Re- 
lations (CER) with Australia 
The 
will go before the 


И Australian cabinet by. mid- 


November, If it is approved — 
and Anthony returned from 
Wellington with less than he 
“bargained for — there is still no 


- assurance that the originally 


agreed starting date of January 
3 will be met. 
The compromise centred on 


— . a8 higher level of initial access 


“for goods under import licens- 


` іпр (to be phased out by 1995), 


- andan earlier start to the phas- 


ving out of New Zealand's 


a (pm export tax incentives 
o 


r aem crossing the Tasman 
— COLIN JAMES 


S - "The United Nations Disaster 
` Relief Office (Undro) has 


‘sounded, at Hanoi’s request, a 


_ global appeal for assistance to 


‘repair the ravages of Typhoon 


- Nancy which struck central 


Vietnam ол 


October 18 

(REVIEW, Oct. 29). 

` The coordinator of. Undro, 
M'hamed Essaafi, called on the 


` Food and Agriculture Organi- 





sation, the World Food Pro- 
gramme and other UN af- 
filiates as well as governments 


and private organisations for 
‘contributions, including. con- 


'struction materials, medicines, 


clothing, seeds and fertilisers. 


— TED MORELLO 


Soviet Embassy 


censors Mrs Gandhi 


Soviet Review, an official pub- 
lication of the Soviet Embassy 
їп New Delhi, has censored In- 
dian Prime Minister Indira 
Gandhi's statements on Af- 
ghanistan during her recent 
‘visit to Moscow. Sentences sig- 
nificantly dropped include, 
"We have expressed our views 
that we would like the Soviet 
troops to leave because we are 
against any foreign interven- 








held under the initiative of the 
United Nations secretary-gen- 
eral are a good beginning and 
must be supported." 

— MOHAN RAM 


Amnesty International, the 
London-based | human-rights 
organisation, has expressed 
concern over reported cases of 
risoners dying under torture 

in police custody in India. 
Amnesty's latest annual re- 
port. dealing with. 1981, said 
the organisation's primary con- 
cerns in India were: use of the 
preventive detention law to in- 
tern critics of the government; 
reports of police brutality; tor- 
ture and deaths in custody, and 
what it called continued kill- 
ings of political activists in en- 

counters with the police. 

—MOHAN RAM 


Samad Ismail goes 

back to the press 

Former Malaysian Internal 
Security Act detainee Samad 
Ismail rejoined his old news- 
paper, the New Straits Times, 
on November 1 after a six-year 
absence. Samad, 58, managing 
editor of the newspaper at the 
time of his arrest for com- 





EA i 
Samad: dispersing advice. 


munist activities in June 1976, 
now returns to fill the post of 
editorial adviser, answerable 


only to new chairman Daim 


Zainuddin. 

His reappointment — fore- 
cast by the REVIEW — is the 
latest step in a series of reshuf- 
fles within the group (REVIEW, 
Sept. 10). Samani Amin, 49, 
detained at the same time as 
Samad on similar charges, is 
also expected to resume his 
former position as assistant 
editor of the group's Malay- 


tion" and, “The Soviet Union | language daily, Berita Harian. 

and India agree that the talks — JEFFREY SEGAL 

6 اة‎ W 
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Bl SINE SS | 
halt Afghan 
rights 


West Germany, France and 
Britain are withdrawing — 
from December 1 — landing 
facilities for Ariana Afghan 
Airlines, which operates to 
Europe with a DC10 aircraft. 
Ironically, Pan Am owns 49% 
of the Afghan flag carrier, 
whose other services are to the 
Soviet. Union and India. 
Ariana's European service is 
mainly used by Indians who 
join at Kabul from New Delhi 


or Amritsar. The fate of the 


lone DC10, bought with a loan 
which is still to be repaid, is not 
yet clear. — MOHAN RAM 


Thai banks are set 

to cut interest rates 
Trapped with very high liquid- 
ity in the money market, Thai 
banks are poised to cut the 
prime lending rate from 17% to 
16% and reduce deposit in- 
terest rates — which presently 
stand at 12.5% and 13% for 
one and two years respectively 


— by one percentage point 


across the board. The maximum 
normal lending rate is likely to 
remain at-18%. The reduction, 
expected to be effective from 
November 5 or shortly there- 
after, will be the banks’ second 
voluntary cut in two months. 
They first brought down rates 
in early September, in the 
wake of easing interest rates 
abroad and growing liquidity at 
home (REVIEW, Sept. 10). Past 
rate changes have normally 
been effected through direct 
central bank intervention. 

The need to encourage lend- 
ing through reduced rates is 
evident from the unusually low 
12.5% growth in bank lending 
this year against a 22% depo- 
sits expansion. 

— PAISAL SRICHARATCHANYA 


Airline group wams 

of worse to come 
Addressing the assembly of 
presidents of the 11-member 
Orient Airlines Association 
OAA), chairman Yasumoto 
Takagi, also president of Japan 
Air Lines, said the airline in- 
dustry as a whole is in “unpre- 
cedented financial difficulties" 
though OAA members had 
achieved a gradual increase in 
passenger loads to 68.9% in the 
first half of 1982. OAA lines 
would suffer a combined deficit’ 


"A РРА A eae) T METTE 7 5.9 








of f USS248 millión this ye year: and 
US$256 million in 1983, mainly 
because of debt repayments. 
Takagi reported an OAA cost- 
committee estimate that the 
pussenger-load factor would 
have to be "an astonishing 
80.3975" to cover costs. 

— HIKARU KERNS 


Primer e n 


The Malaysian. Government 
has outlined plans to have the 
country's first locally designed 
and manufactured car on the 
road by 1986. Prime Minister 
Datuk Seri Mahathir 
Mohamad said the proposed 
1.200-1,600 cc. model would be 
made under а joint venture be- 
tween the state-owned Heavy 
Industries Corp. — currently 
working on a motorcycle-en- 
gine project (REVIEW, June 4) 
— and a Japanese manufac- 
turer. 

Malaysia'srecently announc- 
ed 1983 budget included sharp 
increases in duties designed to 
deter the import of completely 
built-up cars and, for the first 
time, imposed import duties on 
complete kits for local assem- 
bly. According to Mahathir, 
Malaysian component 
suppliers would be able to pro- 


Mahathir: domestic market. 


vide equipment such as electri- 
cal fittings for the new car from 
the outset, though engines and 
steel plate for body mouldings 
would have to be imported. 

The prime minister stressed 
that the locally made car would 
be for domestic buyers only, at 
least initially, but observers ex- 
pressed doubt that the small 
local market could support a vi- 
able car projéct. The project 
could also come into conflict 
with the Asean complementa- 
tion scheme for the motor in- 
dustry, they pointed out. 

— JEFFREY SEGAL 
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y 
E Hongkong' 


own fut ше: not. 


(< ае in its | 


T elf-governing 
han ted *pro-British" 
Chines governor. Deng has added 


that an understanding with London 


"| on the future should be reached 


papane 
Council with its director-general 
ming the rank of minister), told 
al property developers: “China 
МШ not touch Hongkong for at least 
15 years." Xinhua is busy talent- 
-spotting Hongkong Chinese 


ofesstonals and businessmen who » 


will, after the 15-year transitional 
:: period, form the nucleus of what 
: Chinese leader Deng Xiaoping 
. himself has assured Hongkong 


aiwan spy net- 
an iun. the 
ч reported (Nov. I): 


Еме people died 
Muslims and Hindus in Baroda, Gujarat, 
the city was put under. curfew, All- 


Radio said (Oct. 28); Muslim- Hindu rioting . 
spread to other areas in Gujarat and eastern: 
Bihar, newsagencies said (Oct. 29). President 


Zail Singh returned after successful heart by- 
> pass surgery ir 
^ Pakistan's. P. 
with Prime. Minister Indira Gandhi in New 

hi: : | 


| S$ party. ‚ claim- 
g the government failed to. protect Muslims 
rom communal violence: (Nov. 1). 


"INDONESIA : : 
Vietnamese Foreign Minister N 
hach ary genet on or ike Ano 


1 e ears id four months’ üppricomment | 
fo ibellr ng Pr dent Suharto (Oct. 28). 





ting rioting. between 
id: |. ban on political activities (Oct. 30). 


-ul. Haq held talks 


vithin one year. 


| WATCH OUT, POL POT 


China has informed senior Asean _ 


| officials that it could go along with 
` һа neutral, independent and non- 
| communist Cambodia joining Asean 
| | as part of an overall solution to th: 
“| Cambodian problem. Sources at 


United States State Department see 


this as a significant shift by Peking 
from supporting a major role for Pol | 


Pot's Khmer Rouge after the 
Vietnamese leave Cambodia. The 


-Khmer People's National Liberation 


Front (KPNLF), the main non- 
communist faction in the tripartite 
coalition government of Democratic 
Kampuchea, has repeatedly said in 
private that after the Vietnamese 
depart, the country would apply to 
become a member of Asean. 


Wedged between Vietnam and 


Thailand, two traditional enemies, 
Cambodia has good reasons for 


| JAPAN 


Japanese military . aircraft “sighted the 


| Soviet aircraft. carrier Minsk in the Sea of 


JE the Japan Defence Agency said (Oct. 
28 


MALAYSIA 

Works.and Utilities Minister Datuk Samy 
Vellu filed à writ for alleged slander and libel 
against opposition MP Karpal Singh who pub- 
licly accused him of cheating over a land deal 
(Nov. 2). 


PAKISTAN t 
Khan. Abdul Ghaffar Khan. a Pathan- 


leader, was placed under house arrest in 
Peshawar for allegedly violating a martial-law 


PHILIPPINES 


Two people died and 11.were wounded | 
; when heavily armed men opened firi vil 
lage dance i in 1 Zamboanga, police said (Oct 


30). 


SINGAPORE 
Armed pirates boarded a Japuaesé i» to 


tal 
vessel outside Singapore harbour and robbed. ү 
the crew of cash and other valuables; a marine 
27). United” 
Caspar Weinberger 


police spokesman. said (Oct. 
i et 


arrived onan à offi ciat sido 3H 


Several hundred students staged an еи 
7 Ё 


| Hongk 








joining A ea 
| maintain. Such à то 


suggest, would 


. Phnom Penh's Ё 


neutrality: 


LABOUR'S PIP 


pr evious podes. of British partie 
s 


The statement recogn 
sovereignty over the 


g à 
bour | government 


| introduction of universal adult . 
| suffrage, political parties and stricte 


accountability of the colonial 
administration, including 
spectu. the. governor and the. 
chief of police. If the draft statemen 
is agreed by the international 
committee, it will be submitted for 
final approval to the party's. 
executive committee where it wi 
have to overcome the accepted 
wisdom that such reforms would 
unacceptable to C tina 


SOUTH PACIFIC 


Jimmy Stevens, the jaiféd leadér. of 
abortive coup in Vanuatu two years ago, wa 
sentenced ло ап additional term. for trying t 
escape (Oct. 27). E 


SRILANKA . 
President Junius Jayewardene 
that. he proposed holding 


ment's term. Four people died d 

tack by armed men on a. 

Jaffna and a curfew was imposed 
(Oct. 27). Aut ies: 

of Hector Kobbekaduwa, vice р 
the opposition Sri Lanka. Freedom Pa 
Vijaya Kumarar 


"daranaike's son-in- -law. the Defence Ministr, 
` said (Nor: Te is 


TAIWAN - : | 
А Chinese air force pilot who defected i 
his MiG19 aircraft to South 1 ivec 


than appeal ag 
charges (09: 2). 


cat wattare i in Laos эла Caml › dia (Oct. 28) 
US Defence Secretary Caspar. Weinber 


| held- talks with Prime Minister Pre 


4 lanond í in 1 Bangkok (Nor 2). 





Was d when the 
eb ck n 1 her: pee stay for 


re to improve relations. It would 

to say that the suspicions of 

st, which have provoked three wars 
en the two nations, were swept away 


on her doorstep, particularly one: 


ng sophisticated weapons 
e Un d States. And Islamabad 


: Bangkok 
| made a E 
| longer visits to Indonesia, Malaysia and 
BE Singapore. “Some ice has been broken,” 


.| possible because there are still a 


during a brief "midnight . “session 
ere he and his delegat 
т stopover on their way to 


he said. “To expect a breakthrough is not 
! number 
of stumbling blocks."- 


However, the president pointed out. 


that it had been decided to set up a joint 


ministerial commission, which will meet | 


next month, to discuss Pakistan's proposal 
for a non-aggression pact between the two 
countries, and India’s formula for a peace, 
friendship and cooperation treaty. He ex- 
pected. that. he and Mrs Gandhi would 
meet again in New Delhi in March, during 
the non-aligned summit. 

The last time the two leaders met was 
during Zimbabwe' s independence celeb- 


rations two years ago. Then, according to 


reports at the time, their encounter was 
far less cordial, because of йор of 


m4 





each other's purported aggressive: designs. 
Zia apparently found a new Mrs Gandhi in 


New Delhi. “In comparison to my meeting 
with [Mrs Gandhi] two years ago, I found 
that she was somewhat more accom- 
modating, mor ч 


:told this correspo lent. 
was more than Кі 


and discussio: ere 


amosphere; T 


credit. 


о issue which had been expec à 
cloud the meeting was a letter ее — 
days earlier: bM Mrs Gandhi to T appoi 


‘was дыд for conspi 


1979 — and a leader of the since-b | 
opposition Pakistan People's Party, had 
been refused permission to travel abroad. es 


Caspar strokes r. 


As US defence priorities are redefined, Weinberger- 
assures Southeast Asia that it has not been forgotten. 


By Pa trick Smith 


Singapore: United States Secretary for 
Defence Caspar Weinberger began a 
nine-day visit to the region here. on Oc- 
tober3Í—a quick tour of five nations that 
some officials have advanced as a routine 


affirmation of common security interests: 


between Washington and its regional al- 


lies. 


But the trip is more than this. Be- 


-neath the expressions. of friendship and | 
mutual support, Weinberger is address- |. 
| a number of problems stemming from. | 


п! in regional defence ica 


lin, was launched v 


several hours o alks with Prime Minister. 


Lee Kuan Yew and | Defence Minister Goh 


than those of any 


Seoul. Together {неде visits number more ^ 
defence spere tay. - | 


since the 1960s. 

The most pressing of he ssues. prompt- | 
ing the current tour is the position South- 
east Asia is to occupy among US defence: 


priorities at a time when these are being - 
‘redefined: by ‘defence’ planners . in 
: Washington: With the € 


Ocean reas sî second’ priority after 
; Taron 


dowa its list. 


-| These shifts were outlined i inthe classified 
Defence of whic ere leaked for wae » 


signif cant increase in 
the Soviet Union's regional military. pre- 
sence. 
, Weinberger does not appear to have in- 


“specific steps to assuage these _ 
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have certainly liked the China-American — — 


“They never believed in marriages of 


Zia’s position was that Mrs Bhutto was 
currently being examined by a govern- 
ment board of doctors who would recom- 
mend whether treatment was necessary. 
The issue apparently did not feature at the 
New Delhi meeting. 

A week before his trip to New Delhi, 
Zia had returned from a visit to China and 
North Korea. Pakistan and China have 
long been close allies, and Zia relies a 
great deal on Peking's political and dip- 
lomatic support in his confrontation with 
the Soviet Union over its invasion of Af- 
ghanistan, where Zia said he still sees no 
sight of a solution despite the United Na- 
tions' effort. 

He was reported before his trip to be 
concerned about the recent talks in Pe- 
king between senior Chinese and Soviet 
delegations, and the implications of pos- 
sible rapprochement between the two 
communist powers for the South Asian re- 
gion. 

Asked by this correspondent what as- 
surances he received from Chinese leaders 
on this issue, Zia said: “I met all the im- 
portant leaders. I can only say my impres- 
sionis that China feels it necessary to carry 
out a dialogue, but the Chinese by nature, 
by principle, are very sensitive on certain 
issues and they are men of principle, in my 
opinion. 


pact, of which Australia, New Zealand 
and the US are members. “The more we 
can cooperate, the greater our strength 
will be," Weinberger said before his de- 
parture for Bangkok on November 2. 

Weinberger also emphasised the in- 
creasing flexibility of the US naval force 
— which he said would grow significantly 
on a global basis by the end of the present 
decade. But he used the notion of “flexi- 
ble disposition" to sidestep the question of 
a greater US presence in Southeast Asia. 
“We do not feel it is necessary to have por- 
tions of the fleet permanently based in any 
one area," the secretary said. Elsewhere 
he commented: "It is feasible to expect 
another carrier force in the region from 
time to time" — placing emphasis on his 
final four words. Lee has previously raised 
the question of an additional US carrier 
force in the region. And such a force vis- 
ited Singapore shortly before Wein- 
berger's visit. 


losely related to the shift in Wash- 

ington's strategic priorities is the 
role Japan is expected to play in maintain- 
ing regional security since it announced a 
new five-year military procurement pro- 
gramme last July. A number of nations, 
notably the Philippines and Indonesia, 
have been anxious to see clear limits set on 
Japan's defence role, and it was likely that 
Weinberger would be addressing this 
question most squarely in Jakarta. But he 
indicated here that, while recognising the 
region's historic fears of Japanese 
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convenience, though їп some ways they 
may be very accommodating. But I think 
on this [Sino-Soviet dialogue] issue they 
believe in carrying on the dialogue; I don't 
see a rapprochement between China and 
Russia in the near future. This is my obser- 
vation.” 


Ithough he did not say so, Zia appear- 

ed to be comforted by this impres- 
sion. But he was far from comforted by the 
situation he found in relations between 
China and the US. Pakistan acted as an in- 
termediary in the original secret negotia- 
tions between then US secretary of state 
Henry Kissinger and Peking in 1971 which 
led to then president Richard Nixon's his- 
toric trip to Peking in February 1972, and 
the resulting Shanghai Communique set- 
ting the two powers on the road to normal 
relations. 

During his latest trip to China, Zia 
found that this relationship was giving 
cause for concern. “We built the bridge 
once, and we would like that bridge to be 
used for strengthening the two countries 
— that is China and the United States," he 
said. "I feel the Chinese have been some- 
what disillusioned by some aspects of 
United States policy over Taiwan, and 
maybe some other aspects . . . I would 


militarism, Washington views them as un- 
founded. “This trip is not just a reaction to 
the Japan issue," a US official stressed. 

Indeed, officials have indicated that 
Weinberger is more broadly concerned 
with conveying Washington's continuing 
recognition of the potential for Soviet in- 
fluence in the region. He is also likely to 
reassure his Asian hosts about the signifi- 
cance of the Washington-Peking relation- 
ship and allay long-standing fears that à 
strengthened China could be a threat to 
Southeast Asia. The defence secretary is 
not expected to dabble much in the In- 
dochina issue. 


WE PLEDGE 10 YOU 
THE SUPPORT WE VE 
ALWAYS GIVEN OUR 


relationship to grow, but I found very little 
indication. Asa friend of China, I felt that 
the China-United States relationship 
would have brought more stability and 
peace in the world as a whole, rather than 
any other situation, or another grouping 
[of major powers]." 

While despondent about relations be- 
tween China and the US, Zia was more 
upbeat about his trip to Asean, of which 


he said he was an admirer, and which, with — 


the Vietnamese occupation of Cambodia, 
is in a similar situation to Pakistan, bor- 
dering Soviet-occupied Afghanistan. He 


said Pakistan already had a close relation- . 


ship with fellow Muslim countries in the 
region, Malaysia and Indonesia, and also. 
with “like-minded Thailand and Singa- 
pore.” 

He said he was particularly looking for- 
ward to his first meeting with Singapore 
Prime Minister Lee Kuan Yew — “Тата 
great admirer [of him],” Zia said. Interest- 
ingly, the Asean countries have recently 
issued a joint criticism of India's position 
in the UN on the Cambodian issue, which 
they see as heavily sympathetic to Viet- 
nam. By comparison, Pakistan's un- 
equivocal support for Asean's stand on 
the issue should make Zia a welcome 
guest in the region. [г] 


The US presence in the Indian Ocean is 
likely to be raised more directly in Austra- 
lia and Indonesia because of their geo- 
graphical locations, some officials have in- 
dicated. But Weinberger's overall mes- 
sage to his Asian hosts seems to be that 
they have not been forgotten — any ap- 
pearances to the contrary notwithstand- 
ing. 

There is some urgency in this: Wein- 
berger's tour appears to have been rather 


hastily planned. This suggests it may have _ 


been prompted most immediately by the 
visits to Washington of three Southeast 
Asian leaders in recent months. 
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led by Sihanouk — despite criticism of the Khmer Rouge 


By Ted Morello 

New York: For the second time within 
four days, the Hanoi-Moscow axis suf- 
fered a crushing defeat when the United 
Nations General Assembly again de- 
manded the withdrawal of Vietnamese 
troops from Cambodia and self-determi- 
nation for Cambodians under UN guaran- 
tees. As in the case of the earlier balloting 
that reaffirmed Democratic Kampuchea's 
credentials as Cambodia's sole UN repre- 
sentative (REVIEW, Oct. 29), the follow- 


` up victory was a numerically resounding 


— though not entirely uncritical — vote of 
confidence for the tripartite coalition 
under Prince Norodom Sihanouk's presi- 
dency. 

The result of the October 28 voting on 
the Asean-initiated umbrella resolution 
‘covering political, diplomatic and 
humanitarian aspects of the Cambodia 
dispute was 105 in favour, 23 against and 
20 abstentions — a gain of five "yes" votes 
over the nearly identical measure adopted 
just a year ago. Since the resolution was 
first tabled in the wake of the Vietnamese 


. invasion of Cambodia, the number of af- 


firmative votes has increased steadily, 
from 91 in 1979, to 97 in 1980, to 100 last 
year and finally to 105. 

This year's text, tabled by Philippine 
Foreign Minister Carlos Romulo, was 
sponsored by a global cross-section com- 
prising a record 48 delegations. Essen- 
tially unchanged from previous years, the 
resolution calls for: the total and uncondi- 
tional withdrawal of all foreign troops 
from Cambodian territory; recognition of 
the sovereignty and right of self-determi- 


nation of the Cambodian people, and the 
holding of general elections under UN 
supervision. In addition, it again au- 
thorises the reconvening “а! the appro- 
priate time" of the International Confer- 
ence on Kampuchea (ICK) which has 
been boycotted by the Indochina states 
and the Soviet bloc and their supporters. 
The ICK has convened only once, in July 
last year, at UN headquarters here. In its 
humanitarian paragraphs, the resolution 
appeals for a continuation of relief assist- 
ance to Cambodians still in need, espe- 
cially those along the Thai-Cambodian 
border and in the holding centres in Thai- 
land. 

In his speech, Romulo aired a theme 
that ran through the speeches of Demo- 
cratic Kampuchea’s supporters: that the 
coalition of Sihanouk, Son Sann and 
Khieu Samphan represents a “new and 
potent element” in efforts to settle the 
Cambodia dispute and constitutes a ral- 
lying point for “national patriots” who re- 
ject Heng Samrin’s Hanoi-supported re- 
gime in Phnom Penh, Romulo branded 
Samrin’s government “the dummy to the 
ventriloquists in Vietnam” and cited the 
REVIEW's account of revelations by 
Phnom Penh defector Dy Lamthol 
(REVIEW, Oct. 15) to buttress the point. 


peaking after the vote, Vietnam’s Le 
Kim Chung vowed that Hanoi would 
continue to ignore assembly resolutions as 
long as Cambodia is represented in the 
UN by the Pol Pot faction “in any form 
whatsoever.” He repeated the standard 
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The UN General Assembly again backs the Cambodian coalition 







Koh: a plea to Vietnam. 


argument of the Vietnam-Soviet allies and 
their supporters that the Khmer triumvi- 
rate is merely a cover for the discredited 
Khmer Rouge leader. Chung was re- 
sponding to Singapore Ambassador 
Tommy Koh, who, addressing his remarks 
directly to the Hanoi delegate, had ap- 
pealed to Vietnam to join the interna- 
tional community at the negotiating table 
to help find a political solution to the Cam- 
bodian conflict. 

In urging Hanoi to reconsider its course 
of action, Koh observed: “After four 
years, the world has not forgotten Cam- 
bodia nor has it acquiesced in your fait ac- 
compli. Consider the costs of your misad- 
venture. Your domestic economy is in 
shambles and you are unable to provide 
your own people with their basic human 
needs. Your troops have been bogged 
down in a protracted guerilla war. The 
morale of your soldiers in Cambodia is low 
because they do not believe in the cause 


Thumbs down for Thach 


Indonesia listens politely to Hanoi's foreign minister, 


but Asean-Vietnam differences re 


By Manggi Habir 
Jakarta: Any faint hopes that may have 
existed of a breakthrough on Vietnam- 
Asean relations failed to materialise dur- 
ing the recent visit to Jakarta (October 28- 
November 1) by Vietnamese Foreign 
Minister Nguyen Co Thach. Hanoi had 
nothing new to offer on Cambodia and 
Jakarta appeared to insist that any new 
diplomatic move must be in line with the 
latest United Nations resolution on the 
Cambodia dispute and with last year's UN 
International Conference on Kampuchea 
resolution. (The visit came just a day after 
the UN General Assembly called for a 
withdrawal of foreign troops from the 
country.) 

Asked for his reaction to the earlier UN 
voting on the Cambodian seat, which 


10 


main 


swung heavily in favour of Democratic 
Kampuchea, Thach told reporters: "The 
UN passes too many resolutions which 
have not solved any problems." He 
added: “Many changes in the world have 
changed the UN but the UN has never 
changed the world." 

Aside-from his discussions with his In- 
donesian counterpart, Mochtar Kusu- 
maatmadja, Thach had talks with Minister 
of Trade Radius Prawiro on the possibility 
of Indonesia exporting textiles to Vietnam 
in return for phosphate and cement im- 
ports, Thach also met President Suharto 
for what he described as “a very interest- 
ing exchange of ideas,” but he would not 
elaborate further on their discussions. 

It had been surmised that Indonesia — 


Р 


which is the most sympathetic among the 
Asean countries to Vietnam's views and, 
like the Vietnamese, distrusts China — 
might play a constructive role in bringing 
the Indochinese countries and Asean 
closer together on the Cambodian issue. 
But as Thach himself said at a press con- 
ference, differences — which he described 
as "not of a national-interest nature" — 
remain. One of the major stumbling 
blocks is still the Democratic Kampuchea 
coalition, which Vietnam views аз being 
dominated by the Khmer Rouge. 
However, Thach also said that there 
was now a better understanding of com- 
mon ground, referring to the desire for 
peace and stabihty in Southeast Asia. He 
also blamed China's threat to Vietnam as 
the main reason for the continuance of the 
Cambodian impasse. He described 
China's support for the Khmer Rouge and 
its military incursions along Vietnam's 
northern border as "pushing Asean 
against the Indochinese countries." 
However, he said that military incidents 
along the Sino-Vietnamese border had de- 
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A State 


Department outsider 
is nominated to fill the key 
East Asian and Pacific post 


| By Richard Nations 


Washington: Paul Wolfowitz, a State 


| Department professional — but one with, 


sian experience — is the Wh 


‘House's nomination to replace John Hol- 


ridge as United States assistant secretary 
of state for East Asia and the Pacific. Hol- 


| dridge was designated as the US ambas- 


E ont, “but ed 
| ember; the Khmer Rouge's Samphan. 
; ates wenteven further than 


i spoken. was Swedish 


while созден the Vietnamese occ 

„pation, said that Sweden does not regard 
the coalition as a government because it 

does not controbthe territory of the nation 

dt purports to represent. Also, in an un- 
kable allusion to: Sed s Khmer 


clined from 100'a month in 1980 to about 
` 50a month in 1981; and further dropped to 
“10-15 а month: up. to "August this year, 
` ‘which he saw.as-àn optimistic sign. Thach 
, added that the Vietnamese troop: presence 


Я бетеге. if China Е 


_ of China than { 
: Indonesia жаз 


“strong statements against Vietnam: 
Although "Thach's reception in In- 
` допеѕіа appeared warmer than his wel- 
; come in other: Asean countries recently, 
the concrete results were strictly limited to 
“achieving а better understanding of the 


differences and common ground on the . 


| (ACDA) at. the 








sador to Jakarta shortly after President 


'Suharto's recent visit to Washington 
{REVIEW Oct: 22). 


"Wolfowitz's nomination has been read 
here as an unexpectedly clean stroke by 


|:Secretary of State George Shultz to pre- 


vent. Holdridge's empty seat from de- 
veloping into yet another battle-ground 
for those in Washington who support the 
opposing causes of China and Taiwan. Be- 
cause Wolfowitz, an expert in nuclear po- 


су апа strategic arms: limitation talks 


(Salt), has no background in. Asia, he is 
not vulnerable: tó' political attacks from 
either the Left or the Right, which anyone 
identified with almost-any Asian policy 
could expect. 

Wolfowitz маға member of former sèc- 
retary of state Alexander Haig's brains 
trust as-director of policy planning. He is 
credited with having been instrumental in . 
bringing a number of conservatives into 


{ће State Department under Haig, and iS 


therefore said to be thoroughly acceptable - 
to the Right of the Republican Party. rep- 
resented by Sen; Jessie Helms on the Se- 
nate Foreign Relations Committee, which 
must endorse the nomination; ~ 


After teaching political science at Yale | 
University in the early 1970s, Wolfowitz 


joined the. professional staff of the Arms 
Control and Disarmament "Agency | 
ate Department and 
rose to become the special assistant for. 


Salt talks at ACDA in 1977. Не was at the 


Pentagon in 1978-80. 
White House insiders say that 
witz isa canny operator whose high levi 
competence is generally thought ikay 
to make up for his lack of familiarity with- 
Asian issues. A policy analysis written by. 
his staff ón how to deal with China in the 
long run-and forwarded by Wolfowitz to. 


| Shultz is said to have brought him to the 


secretary's attention as a prime candidate. 

The Wolfowitz appointment exempli- 
fies the quiet; smooth and effective style 
which is said to be gaining Shultz increas- 
irig respect outside the administration and 
influence within its inner councils. Wol- 


fowitz i is unlikely. to have any trouble gaim.. 
dhi К 
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` iAlarmed by US overtures to Peking, a Taipei analyst warns · 
that communist powers are basically undependable 


^ 


M 
* 


^ 


Ё 
H 
7 


a 





By Francois Nivolon 


бм United States should not depend оп 
Peking to balance its relations with its 
superpower adversary, the Soviet Union, 
a leading political analyst from Taiwan has 
warned. Chang King-yuh, director of the 
influential, pro-government Institute of 
International Relations in Taipei told the 
Review: "We [in Taiwan] are always 
wondering how reliable the communist 
Chihese could be to the Western countries 
in their attempts to play the China card 
against the Soviet Union." 

Chang's comments reflect Taiwan's in- 
tærent distrust of communist powers of all 
shades, thus implying that a rapproche- 
ment between Peking and Moscow cannot 
be ruled out. Sino-Soviet talks on the nor- 
malisation of relations resumed in Peking 
сапу last month, after a gap of nearly 
three years (REVIEW, Oct. 15). Pressing 
the theme that the communists are unre- 
liable, Chang also doubted Peking's sin- 
cerity in its statements about the future of 
Hongkong. “Who can believe,” he asked 
rhetorically, “that Peking will recover 
sovereignty over Hongkong and leave the 
British and the ‘local people to govern 
Hongkong?” 

Although President Ronald Reagan's 
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Under existing zoning. the project could be developed into а mixture ALL 
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fora developer to «ОУ 
create а fully integrated “Me-styie"’ tourist resort project. “4. $ 


election in 1980 was welcomed in Taiwan. 
his stock, of late, is running low in Taipei 
Chang pointed out: “Before his election 
President Reagan had talked about re- 
suming normal relations between the US 
and Taiwan and implementing the Taiwan 
Relations Act fully. Knowing his general 
intentions, at the very beginning we had 
great hopes. But during the 21 months in 
office Reagan has not stuck to intentions." 

Chang also expressed forcefully 
Taiwan’s dissatisfaction over the August 
17 Sino-US joint communique on US arms 
sales to Taiwan. Chang thought Reagan 
was trying to pacify Peking unnecessarily 
on the arms sales issue. “Reagan and 
other US officials gave us assurances that 
there would be no change in arms sales 
and that they would not recognise China’s 
sovereignty over Taiwan,” Chang recall- 
ed. “They also assured us that they would 
not try to mediate or pressure us to 
negotiate with China, but these promises 
were not at all reflected in the com- 
munique.” Chang called the August 17 
communique a retreat for the US and a 
violation of the letter and the spirit of the 
Taiwan Relations Act. 

However, Chang also held out the hope 





Reagan: stock is running low. 





that if Peking were to deviate from its an- 
nounced policy of peaceful reunification 
with Taiwan, the US would not then be 
bound by its side of the bargain on arms 
sales to Taiwan. Meanwhile. though the 
US will continue as Taiwan's major arms 
supplier, Taipei is seeking to buy arms 
from West European countries. Chang 
singled out the French-made Exocet mis- 
siles which were used by Argentina 
against. British naval ships in the recent 
Falkland Islands conflict. 
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By John McBeth 

Bangkok: Questions have inevitably 
been raised over the viability of the 
leadership e Khmer People's Na- 
tional Libe Front (KPNLF) after its 
aging presidemt, Son Sann, was forced to 
leave the United Nations on the eve of the 
Cambodian debate and fly back to resolve 
a potentially dangerous conflict caused by 
the ambush and killing of a KPNLF regi- 
mental commander. The crisis led to Sann 
accepting the'resignation of chief of staff 
Maj.-Gen. Dien Del and appointing a 
four-man committee to command the 
KPNLF's guerilla army, which has only 
recently begun mounting offensive opera- 
tions against Vietnamese occupation 
troops in western Cambodia. 

Regimental commander Siem Sam On, 
more commonly known as Lert, was shot 
in early October in the civilian sector of 
the KPNLF's Ban Sa-Ngae camp, about a 
quarter of a mile from Del's headquarters. 
Diplomats say he had attended a meeting 
with the chief:of staff and was driving his 
truck towards Nong Sumet, a second 
KPNLF encampment a short distance to 
the south of the Thai-Cambodian border, 
when shooting erupted from the com- 
pound of the front's cadre-training school. 

Sann, moving to forestall an open split 
in the organisation he has led since 1979, 
returned hastily from New York and after 
considerable debate accepted Del's volun- 
tary resignation. In his place he chose a 
joint command comprising Gen. Sak Sut- 
sakha, the last commander of Lon Мо! 
republican army; Maj.-Gen. Thach Reng, 
former commander of the Cambodian 
Special Forces Brigade; Hing Kamthorn, 
a leading political figure in the KPNLF 
hierarchy, and Chhea Chutn. 

Although Del will continue to serve the 
KPNLF, his loss as chief of staff will be 
keenly felt. A combat veteran who saw his 
2nd Division whittled down to a handful of 
men in the latter stages of the 1970-75 war, 
he fled from Phnom Penh on the day of the 
Khmer Rouge takeover and spent more 
than three years in the United States be- 
fore returning in early 1979 to' almost 
single-handedly weld together the 
KPNLF from a collection of rag-tag resis- 
tance groups. t 

The 50-year-old career soldier de- 
veloped the overall organisation and the 
groundwork for the military and political 
programmes, and he also played an in- 
valuable role in obtaining weapons, food 
and other supplies for his forces. 

Del's resignation was an acknowledg- 
ment that he accepted the ultimate re- 
ee Í, for On's death, but while 
there were Wiggrous denials that he had or- 
dered the h or had any direct in- 
volvement xperienced observers say 
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of a linchpin : 
Dien Del quits as KPNLF chief of staff after the assassination of 
a regimental commander who had dubious business interests 


he and other KPNLF leaders were un- 
happy with the Nong Sumet military 
chief's money-making ventures. 

A former clerk with the Public Works 
Department in Phnom Penh, On had a 
reputation as a gambler and trainer of 
fighting cocks and when he appeared on 
the border with former premier In Tam 
just before the Khmer Rouge took power 
in April 1975 he decided against resettle- 
ment and instead stayed behind as an en- 
trepreneur trading between Thai mer- 
chants and fhe new Cambodian rulers. 

Following the Vietnamese invasion at 
the end of 1978, On became actively in- 
volved in the flourishing black market and 
in the bitter feuds which erupted among 
the warlords who gained control of 
sprawling refugee settlements along the 
frontier. He joined the KPNLF when the 
organisation finally gained control of the 
camps in mid-1980 with the assistance of 
the Thai military; but it was not long be- 
fore his business activittes resumed. Dip- 
lomats say the last straw may have been а 
profitable video cafe he opened two 
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i 
Del: a serious setback. 


months ago on the outskirts of Nong 
Sumet showing pornographic films, three 
times a day. 

Del's departure is clearly a serious set- 
back, but probably the most disturbing as- 


pect of the affair is the fact that Sann —. 


appointed four months ago as prime 
minister of the anti-Vietnamese coalition 


government — had to return from the UN — 


at such an important juncture to lend his 
moral jurisdiction to an issue which the 
rest of the KPNLF leadership, was appa- 
rently unable or unwilling to resolve. p 
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Almost assured of a second term, the Thai prime minister 
need not run for election, but he may change his mind 


By John McBeth 
Bangkok: Prime Minister Prem Tin- 
sulanond's decision not to stand in next 
year’s general election has once again 
underscored the Thai military's overriding 
. distaste for civilian politics and its deter- 
mination to follow a path that falls well 
_, Short of the expectations of those commit- 
ted to full democratic rule. Prem has de- 
cided he wants to remain above it all, de- 
spite past indications that he was seriously 
considering contesting the Central Plains 
constituency of Nakhon Ratchasima, 
which he could have won easily. 

So analysts have concluded that Prem, 
or perhaps his military advisers, ulti- 
mately fell back on their traditional pre- 
judices in deciding he should stay out of 
the elections. Clearly, Prem was con- 
vinced that a link with a party would com- 

romise his treasured position of neutral- 
ity. Such a step, it was no doubt felt, would 
isolate him from the military and leave 
him dangerously exposed to the political 
winds. 

Under the constitution, a prime minis- 
ter does not have to be an elected MP and 

“Prem, even at this early stage seems as- 
sured of a second term heading a post- 
election coalition in which possibly as few 
as two or three parties would form the 


— government. “Prem realises that to stay in 


power, the military is enough," observed 


= опе prominent politician. “He doesn't 
- have to rely on the elections or the politi- 


cal parties to do that." 
Former prime minister Kukrit Pramoj's 


| Social Action Party (SAP), for one, had 


hoped to attract Prem into its fold, 


thereby securing a rich lode of prestige- 


that would count heavily at the polls. In- 
deed, there were solid indications in mid- 
year that he would, judging by the drift of 
several conversations he had with Kukrit. 
In the end it counted for little with SAP in- 
siders complaining that Prem merely 
wanted to control the party without ac- 
tually joining it. 

Balanced against that, however, is the 
feeling that the prime minister may be- 
lieve he has done enough in signalling his 
support for SAP, not only by his contacts 
with party figures, but also by not standing 
in the way of Foreign Minister Siddhi 
Savetsila in his decision to join SAP. Sid- 
dhi, a classmate of Prem and a trusted 
member of his inner circle, will stand for 
election in Bangkok where 36 seats will be 
decided for the expanded 323-man House 
of Representatives — 22 more than in the 
last election in 1979, 

Although Prem has refrained from any- 
thing approaching outright endorsement 
— so as not to alienate the other major 

arties and undercut his public position of 
impartiality — experienced analysts say it 
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i А putting up a slate of candida 
дг While the army тау be sincere in 
e 17 sire to see a stronger party system 
ruling coalition made up of as few | 
as possible, there are serious doubts 
its willingness to give up the senate 
as an instrument to exercise a large 
sure of control. As a result, senior px 
sources say the prospect of a trade- 
which the senate retains its powers 
least two more years in exchange fo 
elections under the old voting syst 
still very much alive. 

Just how much so may be reflec 
burgeoning moves for an early disso 
of parliament, despite the opposit 
the major parties who stand to ga 
most from the new voting system, ar 
in the face of Prem's statements tl 
wanted the house to serve out its ful 
— in other words until April 21. 

Observers note, however, that 
could be a degree of ambiguity 
prime minister's position, partic 
with his advisory board chai 
Wathanyu na Thalang, coming « 
open support of holding the el 
under the old system. "People may 
certain about the type of governmer 
will have after the election [if helc 
April 21], so since we are uncertai 
don’t we have a new beginning 
here,” Wathanyu was quoted as say 
a recent interview. In his view, ele 
under the revised system would p 
problems “which we might be una 
find solutions to.” 

Wathanyu apparently did not c 
other members of his board before 
ing the initial statement and analyst 
tend that because he is normally aca 
man there was a lot more than jt 
thoughts behind it. There is also a f 
in many quarters that while the : 
voted against a constitutional ament 
earlier in the year which would have 
away with the single constituency 
candidacy concept, they have now 
change of heart at least as far as the 
coming election is concerned and 
bly because of the bargaining chip it i 
sents. 

Perhaps another clue to the | 
course of events was the recent re 
tion of Deputy Commerce Mi 
Thavee Kraikupt in a row over the is 
seven new insurance-company lici 
which did much to put the issue : 
early dissolution of parliament on th: 
Not only did Thavee step down frc 
cabinet post, but he took the unnec: 
step of quitting his lower house sı 
well, leading to speculation that he : 
pated an early election. 

Clearly, a pre-April poll would gi" 
senate room to manoeuvre and coulc 
afford Prem the opportunity of cha 
his mind and seeking a public mar 
But the advantages and disadvar 
beyond that are difficult to gauge s 
because there are too many pieces m 
from the puzzle — pieces vital to a 
plan that most agree will emerge t 
the month is out. А 
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would spen entry into SAP in- 
fluenced a number of former senior civil 
servants, notably from the commerce and 
interior ministries, to follow suit. 

The SAP and the Democrats had made 
it clear from the outset that they felt Prem 
should contest the election, even if the 
third major party, Deputy Prime Minister 
Pramarn Adireksarn's Chart Thai, did not 
feel that way. Kukrit's initial reaction was 
that Prem had now lost the right to a sec- 
ond term, but that was only to be expected 
from a leader who thinks of democracy 
only in its purest form without its Thai- 
style interpretation. Significantly, he de- 
clined to comment when asked about the 
likelihood of Prem being invited to con- 


tinue as prime minister if no single party 
gained a parliamentary majority. 

Analysts гше out entirely the emer- 
gence of a single dominant party and if, as 
some predict, the SAP and Chart Thai se- 
cure roughly 100 seats each or at least a 
combined majority, political realities dic- 
tate that Prem will remain the only candi- 
date to head the government the two раг- 
ties could form. To do otherwise, as they 
fully realise, would invite military inter- 
vention. 


here are, however, complicating factors 

which hinge on the seemingly magical 
date of April 21 when transitional clauses 
in the country's four-year-old constitution 
automatically lapse, bringing about the 
loss of the right of the appointed, military- 
dominated upper house — the senate — to 
sit in joint session with the elected lower 
house, except on constitutional and cere- 
monial matters, and a change in the elec- 
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Mandarin International offers 
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WWF Kojo Tanaka. BCL 


The 
Giant Panda 
needs your help 
to survive 


ONE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 


То ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves – Wolong Natural Reserve in 
Sichuan Province. 

А team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money – your money. 

Please send contributions to the WW Е 
National Organisation їп your country or direct to: 


WWF International, 1196 Gland, 
Switzerland. 
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State of the unions 


Planned amendments to the labour law emphasise the 
government's de facto control over workers' organisations 


By Patrick Smith 
fter lengthy preparation and publicity, 

û the government of Prime Minister Lee 
Kuan Yew has introduced amendments to 
Singapore's 40-year-old labour legislation 
that would redefine the functions of trade 
unions and make legally binding the ad- 

. ministration's already tight control over 
them. The amendments would also give 
the Labour Ministry wide discretionary 
powers in limiting the introduction of new 
unions and changes in the constitutions of 
existing labour organisations. The bill 
containing these*changes was first read in 
parliament in August; it is expected to 
pass into law without significant alteration 
at the parliamentary session tentatively 
scheduled for this month. 

The new legislation has been explained 
carefully — though not fully — in a series 
of articles published in the government- 
supervised press over the past several 
weeks. Accompanying this, the govern- 
ment has begun advancing its campaign to 
encourage the large-scale introduction of 
house unions. Four such unions. which are 
limited to workers of a single employer or 
workplace, have been announced over the 
past month. АП of them embody the pro- 
posed amendments to the existing labour 
law in their constitutions. 

Together, these developments repre- 
sent the culmination of several years of ef- 
fort to restructure the labour movement 
through the National Trades Union Con- 
gress (NTUC). The government has 
sought chiefly to change labour's relation- 
ship with management from one of con- 
frontation to that of cooperation 
(REVIEW, June 25). It has also stressed 
links between the NTUC and the ruling 
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People's Action Party by replacing rank- 
and-file leadership with party cadres. In- 
creasingly, it has used the NTUC as an in- 
strument of government policy. Early in 
October a deputy secretary-general of the 
NTUC, Wan Soon Bee, was appointed a 
political secretary in the Prime Minister's 
Office. 

As in many other developing countries, 
the government's desire has been to pro- 
vide an environment conducive to foreign 
investment. More specifically, however, 
the government has been limiting the poli- 
tical and financial influence of unions 
since Phey Yew Kok, then head of the na- 
tion's two largest omnibus unions, was 
charged with a number of financial abuses 
in 1979. Phey, who later disappeared, had 
controlled some 90,000 workers — more 
thana third of the NTUC's membership at 
the time. The congress now has just over 
200,000 members in more than 50 af- 
filiates. It controls about 95% of the re- 
public's organised labour force. 


he legislation contains 16 separate 
amendments — all intended, as the bill 
states, “to bring the [legislation] up to date 
with the present conditions prevailing in 
Singapore." Chief among these is a new 
definition of a trade union that requires 
each such union to “promote good indus- 
trial relations . . . to improve working con- 
ditions . . . or to achieve the raising of pro- 
ductivity for the benefit of workmen, em- 
ployers, and the economy of Singapore." 
If this is approved, all unions must hence- 
forth be based on the achievement of at 
least one of these goals. 
The principal change from the previous 





Phey; Jurong Shipyard: unions come to heel in the wake of a scandal. 





legal description of a union is the deletion 
of a clause providing for “the promotion 
or organisation or financing of strikes or 
lockouts." As a government official com- 
mented in an interview recently; “We 
think striking is a right, not an objective." 
Strikes have long been extremely difficult 
to organise under the existing regula- 
tions — there has been none since 1977. 
Nonetheless, labour movement sources 
indicate that some union officials may now 
seek at least cosmetic assurance that union 
activities will not be further curtailed once 
the amendments are passed. 

Of equal importance — though not 
mentioned in publicity about the propo- 
sals — are the restrictive powers extended 
to the registrar of trade unions, whose of- 
fice is part of the Labour Ministry. The re- 
gistrar will recognise any proposed new 
trade union only if its constitution is found 
"not oppressive or unreasonable" accord- 


ing to the proposed amendments. These ` 


same criteria can be used to deregister an 
existing union or disallow changes in а 
union constitution. But despite the re- 
peated use of these terms, no binding ex- 
planation of what would be judged either 
oppressive or unreasonable is supplied. 

The registrar is also to be given more 
specific control over the management and 
auditing of union funds. Unions will be re- 
quired to change auditors at least once 
every five years, for instance, unless speci- 
fic exemption is granted by the Labour 
Ministry. The registrar can order addi- 
tional auditing у ministry-appointed 
accountants at his discretion, and failures 
to comply with requests with regard to fi- 
nancial reporting are assigned specific 
fines and sentences. In addition, the 
amendments provide for the investment 
of union funds in cooperative societies a 
number of which are already underwritten 
by the NTUC. 

There is much else in the proposed 
amendments that simply makes le 
binding what has already become sta 
ard practice in the NTUC. The registrar 
has long exercised a supervisory function 
regarding union funds though legislation 

| 
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Going out on a 
The government is concerned at a managing director’s bold 
promise of lifetime employment for workers 


Singapore: When Jurong Shipyard in- 
augurated its house union on October 
27, its managing director, Yasushi Kony, 
took a bold and apparently unexpected 


- step. In a speech at the founding cere- 


mony, Kony announced that Jurong 
Shipyard's 2,000 workers, 1,500 of 
whom are members of the Jurong Ship- 
yard Employees Union, would 

teed lifetime employment provid- 
E they perform to the best of their 
abilities. 

The shipyard's announcement was en- 
tirely in keeping with the Japanese tradi- 
tion from which Singapore has drawn the 
concept of house unions — and there is 
probably no more appropriate sector in 
which the lessons of Japanese manage- 


— | ment can first be applied here. Jurong 















Shipyard is 53% Japanese owned, with 


the Singapore Government the only 
other significant shareholder, with 43% 


interest. 


, су: 
Lim: no guarantee of lifelong employment. 
providing for this has been extremely gen- 


eral. [n these circumstances labour 
sources have put various interpretations 


. onthe amendments. Chief among these is 


that the government is simply legislating 
its control over the labour movement after 
having achieved it in fact through a reor- 
ganisation of the NTUC launched by sec- 
retary-general Lim Chee Onn several 
years ago. 

Beyond this, labour officials view the 
amendments as partially symbolic. The 
government has emphasised that the pro- 
visions on union finances and some others 
were put forward for the protection of 
workers’ funds in the post-Phey era — The 
Straits Times even ran a picture of Jimmy 
Hoffa, once the powerful and corrupt 
head of the Teamsters union in the United 
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Two other major shipyards here, Kep- 
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pel and Sembawang, have had house 
unions since the late 1960s. When the 
National Trades Union Congress 
(NTUC) dismantled its two largest af- 
filiates last year and formed nine indus- 
try-based unions of their membership, 
the Shipbuilding and Marine Engineer- 
ing Employees Union was among the 
first to endorse the house-union con- 
cept. 

But the nofion of lifetime employment 
has aroused some official concern — 
notably on the part of Lim Chee Onn, 
the NTUC’s  secretary-general and 
minister without portfolio in Prime 
Minister Lee Kuan Yew’s cabinet. Com- 
menting two days later on Kony’s state- 
ment, Lim said: “He is not guaranteeing 
you lifelong employment. Nobody, not 
even governments, can do that.” Kony 
later re-emphasised that the shipyard’s 
policy would extend only to the com- 
pany’s best workers. 

Lim’s most evident concern was that 


States, alongside an article on union 
abuses. The overall message appears to be 
that the labour movement’s new leader- 
ship, though not of the rank and file, will 
not lose sight of workers’ interests as its 
paramount concern. 

The same assurance is also stressed in 
the campaign to encourage house unions 
as the final step in the NFUC's three-year- 
old restructuring. But what will most re- 
tard this effort, officials suggest, is the lack 
of leadership of the kind the government 
is seeking. Rough estimates now indicate 
that no more than 10-20 house unions, 
which are to retain an affiliation with the 
NTUC, are likely to be gstablished over 
the next couple of years. 

Meanwhile, the government is using its 
own statutory boards as showcases for the 


phasised campaign to raise productivity, 
which this year has dropped from the 5% 
level achieved in 1981 to something clos- 
er to 1?5. The clear implication is that the 
government does not yet view the work- 
force as having accepted the notion that 
its interests are tied to those of their em- 
ployers — a notion that house unions 
themselves are expected to help incul- 
cate. 

The government's quick response 
marks the second time this year that it 
has had to qualify its three-year-old 
“learn from Japan" ca . In Au- 
gust Lee retreated Arsen vail эм ef- 
forts to encourage the use of Japanese 
management techniques because of 
pressure from a number of non-Japan- 
ese multinational employers in Singa- 


pore. 

It is also possible that the government 
may have. found Jurong Shipyard's 
guarantee slightly imprudent. After sev- 
eral consecutive growth years, the build- 
ing and repair industries are now cutting 
prices by as much as 25% to maintain op- 
erations in a de market. With 












stiff competition from Japan and South 
Korea, the future does not appear much 
brighter. Lim may not have seen any im- 
mediate need for retrenchments at the 
time he issued his warning about lifetime 
employment. But as economic condi- 
tions deteriorate, his statement may turn 
out to be a warning of things to come. 

— PATRICK SMITH 










benefits of organisation on the Japanese 
house-union model. Three of the four es- 
tablishments in which house unions have 
been announced in recent weeks — 
Jurong Shipyard, thë Post Office Savings 
Bank and Telecoms — are either govern- 
ment-operated'or have a significant gov- 
ernment participation. These unions will 
be used to dispel widespread fears of man- 
agement abuses among the organised 
labour force. At the same time they are re- 
ducing the size of the Amalgamated 
Union of Public Employees, the republic's 
largest public-sector union with 30,000 
members (of which 8,000 are now eligible 
for membership in the savings bank and 
Telecoms house unions). 

Workers at the fourth among the new 
house unions, which was inaugurated only 
two weeks ago at Metal Bóx Singapore, 
have had a somewhat chequered past. The 
subsidiary. of a. British-based container 
and packaging producer was the object of 
Singapore's ‘last’ official strike in 1977, 
when workers walked out demanding dis- 
missal of the company’s personnel man- 
ager. At the time Metal Box had been or- 
ganised as a house union for 20 years. 
After a purge of its leadership, the union 
broke up and employees joined an af- 
filiate of NTUC. A year ago they became 
members of one of nine industry-based 
unions instituted as part of Lim's reorgani- 
sation — all of which have voted in favour 
of the house-union principle. = DB 
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is difficult to prove that they settled in 
Burma bef 
Bangladesh 
ve gone апа forth sev- 
eral times, becoming ineligible for inclu- 
sion in the new definition of the Burmese 
race. 

The change in the law is likely to lead 
Burmese Muslims to organise domestic 
protest and appeal to the international Is- 
lamic community for help. They are not 
the only ethnic or religious group discrimi- 


nated against in Burma, but they are dis- 


tinguished by their ability to seek external 
assistance from a number of organisations 
and states sharing their faith. All this is un- 


likely to change the minds of leaders in 


Rangoon, who have remained uninflu- 


“enced by Muslim protests, domestic and 


international, in the past. 
Nevertheless, the experience of other 


¿Muslim communities in Southeast Asia 


with similar complaints of discrimination 


justifies the approach of Burmese Muslim 


leaders in trying to secure better treat- 


‘ment. A combination of armed opposition 


and international Islamic pressures has led 
to a change of official attitudes towards 
ailand and the Philippines. 


Phe Rohingya Patriotic Front of Ara- 
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tled with northern Filipinosand the Moros 
became an impoverished minority in what 
they considered their traditional home- 
land. Successive governments in Manila 
failed to see the growing discontent in the 
southern Philippines. Politically inspired 
communal violence proved to be the last 
straw and when President Ferdinand Mar- 
cos placed the country under martial law, 
the Moros launched their secessionist re- 
bellion. 


or the first several years after its estab- 

lishment, the MNLF's achievements in 
international and local support were im- 
pressive. So was its initial military capabi- 
lity. While suppressing the revolt violently, 
Manila was also forced to make several 
concessions to the Muslims in religious, 
cultural and economic fields. The rebel- 
lion is far from over. 

Southern Thailand's Muslim provinces 
were incorporated into the kingdom 
around the same time as Moro indepen- 
dence gave way to American administra- 
tion. Thai Muslims, too, have an indepen- 
dent past to look back to and being ethnic 
Malays find that there is greater kinship 
with the Muslims of Malaysia than the 
Buddhists of Thailand. Thai authorities 
have pursued an integrationist course, re- 
settling northern Thais in the south and in- 
sisting on Thai education instead of tradi- 
tional Arabic-Malay schooling. Muslim 
separatism in Thailand predates the simi- 
lar movement in the Philippines, having 
appeared about 1947. Early secessionists 
called their’ groups “the Restoration 
Army” because they sought a restoration 
of the Pattani sultanate and historic links 
with northern Malayan sultanates. 

Thai separatists remain fragmented and 
therefore incapable of mounting a strong 
challenge to Bangkok's supremacy. Rela- 
tions between the government and Mus- 
lims, however, remain sour. Military lead- 
ers and local-level government officials in 
the south are hostile to most Muslims be- 
cause they suspect them of separatist sym- 
pathies. They seldom appreciate Muslim 
sentiments, let alone pay attention to 
them. This attitude is demonstrated by 
their insisterice on using Buddhist religi- 
ous symbols in official monuments in Mus- 
lim areas and expecting Muslim participa- 
tion in religious ceremonies strictly forbid- 
den by Islam 

Southeast Asian governments facing 
Muslim separatism do not have the prob- 
lem of an ideological commitment to the 
withering away of religion. They can, if 
they choosé, accept the development of 
both Islam the religion, and Islam the de- 
fining factor of nationality-for their Mus- 
lim minorities. Separatism, even if weak 
in military and political terms, will con- 
tinue to irritate regimes which fail to 
tackle the root problems giving rise to it. 
Accommodation of the Muslims, through 
recognition of nationality and provision of 
genuine autonomy, appears a better solu- 
tion than forced integration. 


FAR EASTERN ECONOMIC REVIEW e NOVEMBER 5, 1962 





INMANILA, 
THE MOST DEMANDING TRAVELLERS 
STAY WITH US. 


66 8 61 
жа ёа + 


" 


Your favorite drink, just the These are qualities demanding 
way you want it. A business travellers like about an hotel. That's 
centre with meeting rooms, why the most experienced travellers 
modern communication choose Inter *Continental. in the 
facilities and an expert staff Philippines and Asia, And around 
that anticipates your every the world. Stay with us once. You'll 
need. The quiet assurance keep coming back. To the nice 
that everything will be perfect. feeling of home amidst the 
efficiency of an international hotel. 


SONTI, HOTEL 
t INTER*CONTINENTAE 
L^ MANILA 


"Fore Vo" 











GUT PE 
lot 


ы, 


= 


а a 
i 





Washington: 






PACIFIC 


Homing in on home rule 


. MX missile tests can go ahead now that Washington has 


resolved differences with Marshall Islanders 


By Robert Manning 
After two weeks of 
жериң. negotiations, Marshall Is- 
nd's President Amata Kabua and dissi- 


see 


Kwajalein: the US pays up at last. 


mediate problem — was the resolution of 
the dispute over the Kwajalein missile 





e Pentagon had withheld the last — 

million due ünder the previous 
agreement. The agreement also reduces 
the duration of US use of Kwajalein from 
50 years to 30. Under the terms of the new 
agreement, the US$9 million annual fee 
will be paid as part of a three-year interim- 
use agreement, or until the compact of . 
free association comes into effect, at 
which point the interim-use agreément is 
superseded by the compact, the terms of 
which are the same. The agreement then 
continues for 15 years after the compact 
comes into effect. 


Mss for extension rights for the 
second 15-year period the Pentagon 
agreed to pay US$6.5 million, scaling 
down the US$22 million which was to be 
compensation for the 50 years stipulation 
in the old agreement. This money goes di- 
rectly to the Kwajalein landowners via the 
Marshallese Government. The first pay- 
ment of US$2 million will be made in fiscal 
1983, with a second US$2 million the fol- 
lowing year and the remaining US$2.5 
million to be paid in the 16th year. 

Other concessions made by the Penta- 
gon include a commitment to pay up to 
US$6 million for capital development of 
Ebaye to improve the living conditions of 
some 8,000 Marshallese who live in slum 
conditions on the 65-acre island two miles 
from Kwajalein. This sum is to be 
matched in part by the Marshallese Gov- 
ernment and the Kwajalein landowners. 


dent landowners have returned to Majuro 
content with Pentagon concessions in a 
new agreement on the use of the strategic 


- Kwajalein missile range. The talks, which 
. ended a four-month protest on the atoll, 


have also moved the Marshalls a step 
closer to ending United States trusteeship 


. and reaching agreement оп a compact of 
"free association under which Majuro 


would attain independence in both 
domestic and foreign affairs, with the US 
maintaining full responsibility for military 


_ affairs. Some obstacles remain, however. 


The focus of the talks — and most im- 


range. This is of vital strategic concern to 
the Pentagon, which is to begin testing 
Washington's latest generation of nuclear 
weapons technology, the MX missile, at 
Kwajalein in January. In a joint com- 
munique released on October 20. 
Washington and Majuro revealed new 
terms for current and future use of the 
missile range, renewing the interim agree- 
ment which had expired on September 28 
and ending the protest by several hundred 
Kwajalein landowners. 

The new agreement calls for the Penta- 
gon to resume payment of US$9 million 
annually (with an inflation factor built in) 


The Pentagon also agreed to extend visita- 
tion rights on an expanded number of is- 
lands in the corridor of the atoll from two 
to three six-week periods each year and to 
form a joint US-Marshalls Community 
Consultation Committee which will meet 
once a month. 

A number of the landowners' griev- 
ances were against the Kabua government 
as much as they were against Washington. 
And the Pentagon appeared to play some- 
thing of a mediating role between Kabua 
and landowners represented by the 
Kwajalein Atoll Corp. (KAC). This is re- 
flected in the fact that Kabua signed а 





 Abase for concern 


| Atiny outpost in Micronesia has been 
. ravaged by war and by repeated weapons tests 


m Marshall Islands, flyspecks on even the largest maps of the 
Pacific Ocean, have been ill-used over the past 50 years. A 
German protectorate from 1886, they were occupied by Japan at 


- the outbreak of World War I. After the war the Marshalls were 


mandated to Japan by the League of Nations, together with 
other Pacific Islands. From 1935, when Tokyo withdrew from 
the league, the islands were heavily fortified. When Kwajalein 
atoll was recaptured by the Americans in February 1944, the 
concentration of fire directed at the atoll is said to have exceeded 


. any artillery barrage in either of the world wars. 


The Marshall Islands became part of the United States Trust 
Territory of the Pacific Islands in 1947 after three years of Ame- 
rican military administration. А year earlier the US had begun 
using the Bikini atoll for atomic bomb tests, after moving the in- 








habitants to other atolls. The first US hydrogen bomb was 
exploded at Enewetok atoll in 1954; tests continued until 1962. 
A total of 23 bombs — both atomic and hydrogen — were 
exploded on Bikini and 43 on Enewetok. In the meantime, huge 
sums of money were spent developing Kwajalein as a missile 
test base. 5 {; 

Although Bikini was said to be fit again for human habitation 
in 1968, tests in 1977 showed that this was not the case. Ground- 
water on the atoll was still too radioactive for human consump- 
tion, as were the coconuts, fruit and vegetables growing there. 
Radioactive debris buried in a vast pit on Enewetok in 1980 will 
remain contaminated for 25,000 years. Inhabitants бп Rongelap 
and Utirik, more than 100 miles from Bikini, have developed 
thyroid problems as a result of the 15-megaton Bravo test on Bi- 
kini in 1954. e 

US-Marshallese relations became strained after islanders 
began a sit-in on Kwajalein in June. Despite the occtipation, the 
Pentagon continued testing its Minuteman III missiles, fired 
from Vandenberg air force base in California, аю miles 
away. The Marshalls have a population of about 30,000; there 
are 3,000 US personnel оп the islands. | — A CORRESPONDENT 
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San Francísco- 
The West's 
Most Experienced 


i Cargo-Handler 


From the mid-18005 to the early 19005, sailing 
schooners brought large quantities of lumber to 
a rapidly growing San Francisco. Discharging 
this cargo, as pictured here at the busy Third and 
Berry Street yard on the Channel, was a long and 
arduous job — often taking from several weeks 
to a month to unload a single shipment 
Today, fast discharge and loading time is 
crucial to steamship lines in order to maintain 
sailing schedules and to reduce in-port overhead 
Complete turn around time for a container ship 
can be accomplished now in just a few hours 
Atthe Port's container facilities on the Southern 
Waterfront, we have 10 container berths serviced 
by 6 gantry cranes that are presently unloading 
and loading container ships at a high containers 
= per-hour rate for maximum efficiency and 
Courtesy of National Maritime — н ў minimum time in port. This capability plus the 
каша, sen апе е, extra-large container yard and congestion:free 
ДМ rail and truck access assures our container line 
customers of a smooth fast operation 
We have the facilities to move ships and cargo 
in and out quickly and efficiently 
We always have. We always will 
Were not too big to make you important to us 


THE PORT 
of San Francísco 


Ferry Building, San Francisco. CA 94111, (415) 391-8000 
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FALLOUT IN 
THE PACIFIC 


p agreement with the KAC the day 
fore initialling the interim-use agree- 
ment with the Pentagon. In interviews 
with the REVIEW, both Kabua and Jim 
Mormon, a Washington attorney repre- 
senting the KAC, expressed satisfaction 
with the agreements. Mormon said that 
the landowners are not committed to sup- 
porting the compact of free association 
and that this was “ап important factor in 
getting their agreement." 

The talks stemmed from a cable sent by 


‘Deputy Assistant Secretary of Defence 


Noel Koch to Kabua in early September, 
The cable proposed that Kabua meet Pen- 
tagon officials in Washington along with a 
коор of landowners to settle the protest. 

t proposed a number of concessions 
which Washington was prepared to make 
— all of which appear in the final joint 
communique. 

Early in October, while the dispute be- 
tween the Pentagon and the Marshalls was 
being ironed out, two other Micronesian 
states — Palau and the Federated States of 
Micronesia (FSM) — signed the compact 
of free association in Honolulu. The 
fourth group of islands in Micronesia, the 
Northern Marianas, previously voted to 


become a commonwealth of the US, with 


a status similiar to that of Puerto Rico. 
The groups of islands in Micronesia were 
taken by the US from Japan during World 
War П and have been under United Na- 
tions trusteeship with the US as adminis- 
tering power since 1947. 

Although President Ronald Reagan's 
administration had initially hoped that 
plebiscites on the compact might be con- 
ducted simultaneously in the trust ter- 
ritories, that hope has been dashed. Con- 
tinued disputes with the Marshalls over 
points in the compact and the language of 
the election ballots as well as logistical fac- 
tors in preparing for elections in Palau and 
the FSM suggest that the plebiscites will 
be conducted at different times — proba- 
bly within the next six months. 

While Kabua had initialled the compact 
in May, new complications have surfaced 
over a controversial section of the com- 
pact dealing with the settlement of claims 
against the US for damage to health and 
property caused by nuclear testing in the 
Pacific. Under the terms of the present 
compact, the US will pay US$100 million 
to the Marshallese Government if the is- 
lands’ government certifies to Washington 





REVIEWMAP by Frond Tae 
that it will assume all responsibility for 
further claims and no additional suits 
would be filed against the US. 

In an interview with the REVIEW, 
Kabua said that this issue is “the biggest 
hurdle” to finalising talks and conducting 
a plebiscite. Kabua said that when he 
agreed in May to the clause in the compact 
taking responsibility for all claims he had 
been misled by “advisers and lawyers in 
Honolulu who wanted to sabotage the 
compact.” Legal actions in which more 
than US$400 million had been claimed in 
damages had already been filed by attor- 
neys representing Marshallese when 
Kabua approved the arrangement last 
May. In mid-September a new suit was 
filed by a prominent Washington law firm 
asking US$500 million in damages for resi- 
dents of the Enewetok atoll; the suit ac- 
cused the US of neglect and broken pro- 
mises. 


Us the arrangement previously ag- 
reed by Kabua, US$25 million would 
go to Bikini: US$16 million to Enewetok: 
USS$15 million to Rongelap: US$10 mil- 
lion to Utirik, and the remaining US$34 
million to individual victims under a sys- 
tem formulated by the Kabua govern- 
ment. Kabua complained that "the US 
wants to dump this thing on us and we 
don't have the money to pay." Kabua also 


" ew. 


MX missile: of vital concern. 





| pointed out the problem in meeting future — 


claims; the nature of radiation disease is 
such that it may be a generation or more 
before health problems are discovered. 

Richard Teare, an official in the Office 
of Micronesian Status Negotiations, told 
the REVIEW that this matter “is definitely 
an issue back on the table and will take 
some time to resolve." US officials indi- 
cate that the administration has “some 
flexibility on the issue, but not a lot." One 
possible scenario is to hold the Kabua gov- 
ernment to the agreement, but have the 
US take responsibility for future claims on 
damages from nuclear testing. 

Kabua said that he was "optimistic that 
if the issue is resolved, the compact will be 
ratified by the people." The other area of 
dispute centres on the terms of the plebis- 
cite. The compact of free association must 
be approved in a plebiscite by the 35,000 
Marshallese, and then by the US Congress 
and the UN. Kabua had rejected previ- 
ously proposed language for the ballot, 
demanding that there be a choice between 
free association and complete indepen- 
dence, 

The working draft of anew US proposal 
contains two parts. The top part would ask 
voters either to approve or reject free as- 
sociation. The bottom part would ask vot- 
ers who rejected free association to choose 
between independence and a “closer re- 
lationship than free association with the 
US,” either choice to be on “terms to be 
mutually agreed” between the US and the 
Marshallese Government. Although Maj- 
uro has not agreed to the new proposal, 
Kabua said the proposal's language was 
“much better than before.” Under the 
terms of the compact of free association, 
Majuro could declare independence uni- 
laterally if such a move is approved in а 
plebiscite. 

Much of the haggling stems from the 
ambivalence that exists between the-pulls 
of nationalism and the hard reality that the 
newly independent nation. will have to 
voluntarily surrender sovereignty to the 
world’s most powerful state as a result of its 
economic dependence on the US and the 
importance of the Kwajalein missile range 
to the Pentagon. The concern of the US is 
not so much whether the Marshalls be- 
come independent, but the exclusivity of 
its military arrangement with Majuro; the 
US does not want third countries to have 
any military access to the Marshalls. The 
compact provides for indefinite denial of 
access to-the Marshalls by third countries 
along with US responsibility for the de- 
fence of the islands. 

US officials are optimistic that the most 
difficult part of the 13 years of negotia- 
tions over the Micronesian islands is be- 
hind them and that final agreement will 
soon be reached. A US official told the 
REVIEW that talks will continue in the next 
few weeks and that final accord on the 
compact and plebiscite may be obtained 
before the end of November. US officials 
estimate that about two months would be 
needed for an educational programme to 
prepare for the vote. “If everyone scram- 
bles,” said one official, “we could see the 
plebiscite by the end of the year.” 
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The marketplace demands 
speed, worldwide. 


Manufacturers Hanover moves. 


From Tokyo to Topeka, Manufacturers Hanover 
keeps money moving 24 hours a day, for businesses, 
governments, and financial institutions worldwide. 

Our global network of more than 100 facilities 
working with some 4,700 domestic and overseas 
correspondent banks, provides a key link to 130 
countries around the world. 

Our services range from import/export financing 
and foreign exchange transactions in every convertible 
currency to participating in the FAST program, which 
transfers stock certificates automatically. 

Credit. Operations. And the integration of both to 
create a total financial relationship of the highest 
standards — anywhere in the world. The marketplace 
demands it. Consider the source. 


MANUFACTURERS HANOVER 
The financial source.Worldwide. 
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If You Want to 
Learn More 
About Reaching 
Asia’s Frequent 
Business 
Travellers 
We'd Like to 
Give You the 
Plane Facts! 


When it comes to reaching the 
heavy frequent travellers, the 
Far Eastern Economic Review 
soars above all the rest. 


At present most of the world’s 
leading airlines that have 
routes in Asia use the Far East- 
ern Economic Review regular- 
ly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication їп Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letter-head and we'll be glad 
to send you a copy of the 
6 City Media Phase from 
the INTRAMAR STUDY indepen- 
dently conducted by Interna- 
tional Research Associates. 


Address your inquiries to: 


Mr C. H. Stolbach, 

Far Eastern Economic Review, 
GPO Box 160, 

Hongkong. 











Looking 
ways ahead 


Banking means looking forward into the future, anticipating 
customers’ needs and finding the best way to serve them. 

With over 57 years of traditional banking experience in Hong 
Kong, a base next door to China, our in-depth knowledge of business 
environment in Asian-Pacific region and the close contact we have 
developed with the South East Asian business communities, we are well 
placed to serve your banking needs. 

We're now in Los Angeles, on to New York and Europe 
thereafter. These are the directions Ka Wah Bank is moving. If you are 
also forward looking , please call us. 





KA WAH BANK we have a way. 


Ka Wah Bank Centre, 232 Des Voeux Road Central, Hong Kong 
Telex: HX 74636 Cable Add.: "KWABANK" Tel: 5-457131 


"Kuala Lumpur 

never stops changing. 

This time, I hardly 

recognized my 
favourite hotel." 





RKLIIIC 


Even if you usually stay at The 
Regent of Kuala Lumpur, we want 
you to try a new hotel. 

A hotel where you dine amid 
authentic antiques. And breakfast 
by the side of the swimming pool. 
A hotel with a health club to keep 
you fit and an Executive Centre to 
simplify your business day. 

A hotel where your spacious room or 
suite glows with bright new colours 
and bold new fabrics. 

There's a lot you won't recognize 
about The Regent. But we haven't 
changed the smiles or the service 
that keep people coming back time 
after time. 

Next time you book a room in 
Kuala Lumpur, you have more 
reasons than ever to reserve at The 
Regent. 
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A REGENT ®INTERNATIONAL HOTEL 


HONG KONG. BANGKOK. KUALA LUMPUR 
MANILA. COLOMBO, FIJI. SYDNEY 
MELBOURNE. MAUL ALBUQUERQUE. NEW YORK 
CHICAGO. PUERTO RICO. MONTREAL 


KUALA LUMPUR 425588, TELEX MA30486; HONG KONG 3-663361; SINGAPORE 7373555; TOKYO 03-211-4541 
OR CONTACT ANY REGENT INTERNATIONAL HOTEL. 


е A COLLECTION of bloopers 
this week, from the region's news- 
papers: 


| nated. 


No army in possession of rockets, 
les and nuclear warheads can be 
ариу, Nor. is it true that Red ; 
PRINCE CHARLES 
FALLS IN LOVE — 
"EVERY 5 MINUTES" 


NEW YORK. Prince Charles 
fell in love "every five minutes" 


International 
| change _ 


travels in Korea are the result of considered b: | E де М 
| and curious decisions. echar baeüdero may 
valid reason for bypassing, 
by-assed, KBL politicians of TSO 
— m gon. 
To be eligible for the 5 pecia! lower =o 
‘customs, those new 83 items each must . 
have the ratio of the export use to the 
import use at a constantly stable rate in 
|. the direction of the export use portion 
highly weighted in the total imports of me 
fem involved. ; 


Michael Pagan, the 
Г Buckingham Palace 
intruder who sat on 
Queen Elizabeth IT's 
bed, . was acquitted 
Monday of assaulting 
his 14-year-old step- 
волу but ‘psychiatrists 
said he wasschizophre- | 
nic and still a dancer to. 
the queen. | 


“Now that they are іп | 
trouble, they (Lacant _ 
lao’s group) are. asking 
for the minister's help,” | 
an official commented. | 

Even a SEAFDEC of- 
ficial identified with La- 
canilao's group admitted 
that they "sat on their 
balls too long.” 


5 MOGA, Aug 22 (UNI? — А 
‘Gram Sevika here was "awarded" 
a licence for а double barrel eun. 

| after she motivated seven persons ' 
to undergo st i : 


Only eight of the seven invited 
Hollywood stars showed up yester- 
day, namely Richard Anderson, | 
Richard Roundtree, James B : 
Barbara McNair, Barbi 1 
Jonathan Winters, Judy Мо 
Taylor and Ed Ames. : 
C However, accordin 


“The Malay Anals | 
ut lated into English - 

| by C. C. Brown. ; : 
IMBRAS Vol. 25. Parts 2 & *- 1952. 


Police said that six trucks laden with ‘Sejarah Melayu” ~ 
legal logs worth about 100,000 baht 
ere also seized yesterday by a govern- 
„теп special unit operating i in the area. 
|The four communist suspects, the - 
seized trucks and the illegal logs were _ 
ater taken to the provincial communist 
‘suppression command for further inter- 
| Fogation, police said. 


spokesman of the committee, t 
) i l -three others will arrive in Jakara i 
rhe : pa on Wednesday wm 
] SAUDIA SCORES NEW RECORDS 
- Saudia, the national flag carrier, regis- 
tered new. records in performance with ап, 
average take-off of 92.3 percent and 89.9% — 


; in landings. 





— Bangkok Post, June 18 


У 3 mber 13 
: The General whois- a М 
| graduate of тве indian 


1 Rangoon, ‚ Sept i=] хсер- 

| tionally high E j 
] 26.1.10 20-7 feet "high are. 
|| expected ‘to: optur in Rane 


“goon River during the 
; mnes August 3t icon : 


- Staff College has travelled 

| 16 the United Kingdom, 

|| Hong Kong, Pakistun dad 
; ether countries, . 


“He is married and has 


| wife and а daughter. 





| SATURATION POINT AND THERE WI 
PARKING SPACES WILL BE FULLY 





The Court was told that | 
geting on information — 
received, — Sergeant-Major | 


Maurice Coleman. went to 

` the scene where he arrested. 
the two for carrying outo 
the... indecent:  aciities 
without any permit. 
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Liberal Catholics in Australia criticise an assistance project 
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on the grounds that it assists military operations 


Tw * 
By Sheilah Ocampo 


- Manila: A dialogue has been launched be- 


tween the Australian Development As- 
sistance Bureau (ADAB) and the Catho- 
lic Commission for Peace and Justice in 
Australia (CCJP) to smooth differences 
in views about a controversial Australian 
assistance project in northern Samar. The 
scheme under scrutiny is an integrated 
rural development scheme which has. so 
far involved spending A$25 million 
(US$23.5 million) over three years from 
1979 and is to provide roads, electricity 
and agricultural improvements. 

This Samar project has come under at- 
tack from some sectors of the Catholic 
church in the Philippines because they say 
it lacks relevance to the needs of the is- 
land's people. These critics have claimed 
that the increase in the presence of the 
armed forces in Samar after 1979 — when 
the project got under way — has shown 
the real intentions of the aid scheme. 
` The island in the eastern Visayas is one 


` Of the country's largest and most unde- 


veloped areas. It has become a haven for 
communist guerillas, who have success- 
fully exploited its rugged terrain, the 
widespread poverty, the government's 
neglect and the islanders' apathetic at- 
titude to the authorities. The plight of the 
poor has been exacerbated recently by the 
depressed prices for copra, the island's 


_ principal product. 


The Catholic clergy in Samar have been 
the most vocal critics of the aid project and 
recently the military moved against mem- 


- bers of the clergy which they suspected of 


being communist subversives. Fr Edgar 
Kangleon, director of the Pope Paul VI 
Pastoral Centre in Catbalogan, western 
Samar, was arrested on October 10 to- 
ether with a nun, Sr Helena Gutierrez. 

veral days earlier the military raided 
church premises and arrested two church 
workers. 

Some political observers believe that 
the defence authorities have information 
about the Samar clergy indicating that 
none has taken up arms against the gov- 
ernment, and that therefore they cannot 
be classified as rebel priests in the same 
way as Fr Conrado Balweg in Kalinga- 
Apayao, Mountain Province, who has dis- 
closed publicly his alliance with the New 
People's Army (NPA),»military wing of 
the outlawed Communist Party of the 
Philippines. 

Knowledgeable sources said thatthe 
military campaign against the Samar 


- clergy was aimed primarily at discrediting 


them. Samar priests are involved in the 
Concerned Citizens for Human Rights or- 
ganisation in Samar, which worked to- 
gether with CCJP in doing research work 
on the aid project. It was probably the 


clergy's critical assessment of the project's 
benefits which prompted the military au- 
thorities to order the crackdown, 

The aid project was reviewed in April 
by an evaluation team from Australia to 
orient it more towards the needs of the 
local péople. Sociologists and anthro- 
pologists were assigned to the project’s 
staff to help draw up a better social profile 
of the area. According to Richard Smith, 
the Australian charge d'affaires in Manila, 





the changes recommended by the evalua- 
tion team did not necessarily stem from 
criticisms of the project. He said that the 
review had been planned for the mid- 
point of the five-year plan. I 


A» from making the project more re- 


sponsivetothecommunity's needs, the 
Australians also decided to coordinate the 
engineering and agricultural aspects of the 
plan more closely, improve management 
efficiency and add new features such as 
water supplies to villages and primary 
health care. It is expected that the project 
will be extended for a further five years. 
In substance, the criticisms of the pro- 
ject centred on who would draw the most 
benefit from it. Would the principal bene- 
ficiaries be the poor in Samar (who are 
mainly landless and therefore unlikely to 
profit from improved farm techniqües and 
better roads for marketing their produce), 


facilitated à 





y hose 
rgency cal n: will be 
fter the roads are construct- 
ed, or the Australian Government, 
whose economic interests in the Philip- 
pines have grown dramatically? Critics 
contend that a significant amount of the 
aid money goes back to Australia in the 
form of consultancy fees and payment for 
equipment. | , ; ? 

There is a concentration of military 
forces in Samar second only to that in Min- 
danao where the Muslim secessionist con- 
flict continues. However, from a peak of 
10 battalions, the military forces were 
trimmed back to seven last year — a total 
of around 5,600 men. The island holds two 
brigades operating ‘under a unified com- 
mand based in neighbouring. Leyte pro- 
vince. Clashes between troops and the 
NPA guerillas have lesserted recently be- 
cause the combat area has shifted to the 
| nearby island of Bicol. 





> Anne. | Summers 
writes from Canberra: 
The controversy over 
the project in northern 
Samar тау persuade 
the Australian Govern- 
ment to tread more 
cautiously in future in 
the sometimes sensi- 
tive area of aid. But the 
government has de- 
scribed criticisms of the 
project — one of the 
biggest which Australia 
has mounted — as in- 
accurate and unjusti- 
fied. 
^. Foreign? Minister 
Tony Street, in a letter 
to Chris Sidoti, the as- 
sociate secretary of the 
CCJP, defended the 
scheme against the 
widely published criti- 
cisms. He charged in 
the letter that critic- 
isms published by 
the Philippine Catho- 
lic. Commission оп 
Human Rights (CCHR) 
was based on research which contains 
many factual errors. The CCHR re- 
searchers made no contact with the pro- 
ject's personnel and their views were not 
those of the majority of Catholic opinion 
in the Philippines, Street wrote. The 
minister has circulated a six-page, closely 
typed statement setting out the alleged in- 
accuracies. : 
A related project in Zamboanga del 
Sur, in which A$33 million will be spent 
over a 10-year period, has attracted simi- 
lar criticism from church. groups. At the 
heart of the attacks is thé'convictiop that 
the projects will assist military pacification 
of the regions rather than be of great ma- 
terial benefit to the population. It is ar- 
gued that the cement roads, which will ab- 
sorb the vast majority of the Samar pro- 
ject's funds, will be used by the military to 
ease their penetration of remote areas. 
Street rejects the view that the roads 
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world's most C ncentrated marker. 


The progressive сс authority and private - 
enterprise areunited inan unprecedented _ 
co-operation in order to avoid obstacles, 


bottlenecks and expensive delays. So Rotterdam . 


really moves goods, smooth and quick. 


And it also makes sense to stay 
here. Rotterdam is a trading _ 
city, with 500 years experience. 
‘There’s a sophisticated 


a infrastructure with efficient transport systems - 
ice-space, warehouses, factories 


.lheenvironment's attractive 


distinguished architecture and a special 
ambience, derived from Rotterdam’s position as 

“ап established center of learning, culture and, 

|. ofcourse, commerce. 


city center, tree-lined streets, 


* 


you 


oraone-man band. | 
If you know your business we'll make it eny to 


"start — and hard to leave. 


Information on Rotterdam, port wind city, i6 
available i inacom prehensive facilities package. 


For further information please contact: 


| Portof Rotterdam 


External Affairs Department 
Europoint B, Galvanistraat 15 — 
3029 AD Rotterdam À 
Tel. 010-896911. Telex 23077. 


Сиу of Rotterdam 


Department of Economic Affairs 
City Hall, P.O. Box 70016 — 
3000 KV Rotterdam 

Telex 26550 





defen y saying it was 
on only after а careful feasibilit 


ADAB invited eU 
P and | 


in the rank-and-file prima 


ubling many party supporters weary |. 
als made by LDP leaders in smoke- 
"filled rooms. Yasuhiro Nakasone, one of | 


intra-party relations if a 
ot followed by the un- 

tes this time. A spokes- 
Ichiro Nakagawa said 

d be statesmanlike 

"the primary — 
ere LDP 


- | the two leading contenders, has indicated | ті 


e project; especially as. 


ecently been sub 
tb 


that he regards the vote count of the pri- | 
ary election as only a process to qualify | 
three of the four candidates for the MPs- 


only general election. But spokesmen for | elec 


at least two of the three non-mainstream 


(majority faction) candidates predicted ‘Si 
difficulties if Nakasone were not to win | 


first place in the primary but still become 


- party president by way of LDP factional 


Asia, and urgently 


id but the criticisms 


re before Кий : 
и ds to projects which are so politi- | 


voting by MPs in the general election, 


“It would be a terrible situation if that 


меге to occur," said Hyosuke Niwa, an 
MP and senior adviser to Toshio Komoto, 
‘the other leading candidate, Niwa cited 


Takeo Fükuda's decision. to withdraw 
from the race after coming second in the 
1978 primary and said major problems 


T “United Kingdom; i i 
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one MP supporting 
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Uno confirmed that the young 
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the election. 


an extra i ry 12*6 0 
Komoto's cc | 


Hun vote dem 


Put 





independently of factional influence. 

Most of the campaigning will have 
ended by the second week of November as 
a result of party guidelines. The postal bal- 
lots must reach the LDP offices by 
November 23. All the candidates have 
chosen to spend their limited time in dis- 
tricts where they are already expected to 
do well, relying on the endorsement of a 
popular local MP. 

The cooperation among non-main- 
stream candidates — Komoto, Abe and 
Nakagawa — which broke the Suzuki ad- 
ministration, and then frustrated 
Nakasone in the earlier negotiations 
among party leaders, has been suspended 
for the duration of the campaign. Each 
camp is running hard on behalf of its own 
man, though they are refraining from 
criticising each other. They have reserved 
the barbs for Nakasone and Tanaka. 

The sharpest criticism of Nakasone has 
come from Nakagawa. He has told cam- 
paign rallies, and thus the mass media, 
that Tanaka's influence over Nakasone 
and the LDP is unhealthy and improper 
since Tanaka is not even an LDP member, 
having resigned as a result of the Lock- 
heed bribery scandal, Nakagawa draws fi- 
nancial and organisational support from 
dairy farmers and small businessmen, as 
well as from the Right. When asked for 
Nakagawa's policy on rightwing or ultra- 
natienalist groups, a spokesman replied: 
"If they don't carry guns, we'll meet 
them." He qualified his remarks, how- 
ever, by adding that some of the groups 
were "à bit strange." 

Abe has a large and experienced cam- 
paign organisation headquartered in 
Fukuda's offices at the Akasaka Prince 
Hotel. Huge pictures of Fukuda, but not 
yet of Abe, are hung on the walls of the of- 
fices. This organisation conducted a na- 
tional campaign for Fukuda in 1978 and 
Abe inherited it virtually intact. But in the 
early days of the campaign Abe failed to 
strike the sort of spark that Nakasone did 
with his slogan: Anshin, anzen, antei 
(roughly, peace of mind, safety and stabi- 
lity). It was emphasised by a campaign of- 
ficial that Abe was not a direct enemy of 
Tanaka — or, indeed, of anybody. 
Another of Abe's strong points, the offi- 
cial said, is that he is regarded as one of the 
"new leaders" in the election, the other 


being Nakagawa, and that voters may | 


have tired of the old faces. 


The campaign has disrupted govern- | 
ment business and many observers аге | 
complaining of a political vacuum; most | 
cabinet members are out of Tokyo | 
candidates. | 


generating support for 
Foreign Minister Yoshio Sakurauchi, for 
example, is accompanying Nakasone on 
his nationwide tour and has cancelled 
nearly all engagements at his ministry. 
Abe is the minister for international trade 
and industry, but will not be attending the 
General Agreement on Tariffs and Trade 
talks this month. The supplementary 
budget has been sidelined until the elec- 
tion is over and a special Diet session will 
have to be convened. What is more, the 
uncertainty has had an unsettling effect on 
the stockmarket and the yen. 
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he resumed consultations between 
Moscow and Peking, after nearly 
three years of mutual nose-fingering se- 
paration, stress significantly the contrast 
between Soviet and Chinese stability in 
leadership. Soviet Deputy Foreign 
Minister Leonid Ilyichev strode back as 
unchanging representative of the 
Russkies in the 20-year row over the 
Sino-Soviet border; І wonder if he had 
previously met his new counterpart, De- 
puty Foreign Minister Qian Qichen? 
Comrade Пуісһеу — who must be 
nearing his 70s — has craftily survived in 
unbroken office under Joseph Stalin, 
Nikita Khruschev and now Leonid 
Brezhnev. When I first met him on my 
humble arrival in Moscow in December 
1955, he was the former Stalinist chief of 
the press and information section of the 
Foreign Ministry. He was not popular 
with the resident foreign press. A small, 
coldly grinning man, he welcomed me in 





llyichev: Stalinist survivor. 


his office — in which he had 12 tele- 
phones on a side-desk — where I told 
him that I had been sent by my London 
paper. The Sunday Times, to get a first 
exclusive interview with anti-Stalinist 
Khruschev, on the eve of hisand premier 
Nikolay Bulganin's historic visit to Bri- 
tain. 

(There was, as always, a tough, able, 
efficient, frustrated and patient world 
press corps in Moscow, tolerating and 
helping the irritating invasion of "spe- 
cial" reporters like myself. Each agency 
and bureau chief, like each "special" in- 
truder, was also chasing interviews with 
Bulganin and Khruschev. But, for a vari- 
ety of obscure reasons which favour a 
visiting "special" and which the resident 
correspondent everywhere learns to ac- 
cept with a shrug, it is seldom the local 
expatriate who gets the break and who 
tends perforce to work in expedient 
union with his rival counterparts for a 
mass press conference.) 

Anyway, llyichev took apparently 
friendly note of my approach and ac- 
cepted -encouragingly my prepared 


Ӯ HUGHES 
Ml 


lengthy written questions for the fez 
quested interview. “I shall get in touch,” 

he said. But nothing happened. Six 

weeks of frustrating silence passed pon- 

derously by. Ilyichev never answered my 

several polite memos or any of my calls 

on his 12 phones. s, 

With other correspondents, I met 
Ilyichev occasionally at cocktail orgies 
and he would give me an apologetic wink 
and sometimes whisper: "Sorry, but lam 
still trying." The 20th party congress met 
in dutiful revolt against the past and with 
well-organised “stormy applause" for 
the future (like China today). There | 
were plenty of stories. It was a "back-to- 
Lenin" movement. But llyichev re- 
mained silent. 

And then my old mate, Graham Stan- 
ford, brilliant roving "special" for the 
News of the World of London, arrived 
on the same interview mission, bypassed 
Ilyichev and deservedly got the first ex- 
clusive interview with  Khruschev 
(January 29, 1956) by direct approach. I 
loudly voiced my anti-Ilyichev rage — 
intending to be overheard — and swore 
that I would report vengefully when I re- 
turned to London. Then I was offered 
consolation: I was told that then foreign 
minister, Vyacheslav Molotov, whom I 
had at no time sought to see, would be 
“happy to grant my application for an in- 
terview on Saturday, February 4." 

I still don’t know whether Ilyichev 
fixed this payoff. But I got a front-page 
lead story from Molotov. And I am sure 
that it was he — and not Ilyichev — who 
passed on my presumptive memoran- 
dum, addressed to Khruschev, advising 
him to present the escaped British spies, 
Burgess and MacLean (missing since 
1951), to the world — I meant to me, on 
an exclusive basis of course — before he 
went to Britain. Praise be, he did. 

Let us forget Ilyichev — as he forgot 
or ignored me. Here are some comments 
which Molotov gave me at our 90-minute 
interview which might be interesting — 
or-amusing — today: 

» "The Soviet Union and China re- 
main the firmest, most trusting and de- 
pendable allies in any undertaking." 

» "The extent of the sale of arms by 
Czechoslovakia to Egypt has been great- 
ly exaggerated in an attempt to place re- 
sponsibility for the troubled situation in 
the Middle East on the Soviet Union." 

» “Our peace negotiations with Japan 
have dragged on far too long. They will 
be concluded within a year — 1 can 
pledge." 

I рога Molotov “nyet” to my last ques- 
tion: "Are you ever pessimistic, Foreign 
Minister?" But, of course, that was his 
last press interview as foreign minister, 
Maybe if [get a chance to see the durable 
Ilyichev again, I shall seek his comment 
on Molotov's remarks. 
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, vert their attention from martial law. 
“‘Lakho’s arrest was quickly followed Бу 
that of the bar ássociation's acting secre- - 


tary-general, Abdul Malik Khan: The two 
appeared before à military court on Oc- 
tober 26; they were reported to have de- 
clared that they were not subject to mili- 
tary regulations and would not be tried 
under military jurisdiction. - 

Lawyers mounted a three-hour strike 
on October.16 during which. they de- 
manded an immediate lifting of martial 
law and a restoration of the suspended 


.. 1973. constitution... The strike. coincided 


with protest meetings by journalists in sev- 
eral.cities against press censorship im- 


judges to the High Court to cope with the 
load of pending cases. 

The legal profession felt humiliated 
when the government went ahead and im- 
plemented its decision by transferring 


| High Court judges to the newly created 


benches without consulting the bar asso- 
ciation. Maintaining that a reform of such 
а basic nature needed consultation with 
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the bar, the association made repeated at- | since 


tempts to see Ershad, all of them unsuc- 


1 cessful. Some lawyers charged that Law 
- Minister К. A. Bagr, who is also the attor- 


ey-general, had opposed such a meeting. 
Frustrated in their attempts to meet Er- 


| Shad, the lawyers decided it was time fora 
_| strong protest to draw the government. 
into а dialogue. On October 10 lawyers | tk 
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Bhutto: he backed off. 





ticulate lobbies critical of the military re- 
gime. 

Law has long been а prestigious profes- 
sion in the Subcontinent. Before partition 
in 1947 it;attracted the sons of the land- 
owning aristocracy. Lawyers played a 
leading role in the independence move- 
ment and in the affairs of both the Indian 
National , Congress. and , the» Muslim 
League. Pakistan's founder, Mohammad 
Ali Jinnah; was a lawyer, as was the coun- 
try's first prime minister. 

The lawyers’ power remained largely 
unchallenged until two years ago when the 
auth8rities introduced bifurcation, or de- 
centralisation, of the courts., This reduced 


тш wees —— о: ш вы oc з= тень игы. ee 


rested lawyers, including former attorney- 
general Syed Ishtiaq Ahmed and Khand- 
ker Mahbubuddin, have extensive profes- 
sional contacts abroad. As.a result, legal 
groups in Britain and Sweden offered to 
send representatives to defend the ar- 
rested lawyers if the government moved to 
try them in military courts under martial- 
law regulations. 


The climax of the lawyers’ actions and | 


the arrests took place while Ershad was 
out of the country attending the Asia- 
Pacific Commonwealth Heads of Govern- 
ment Regional Meeting in Fiji. On his re- 
turn he told a press conference that the 
lawyers had violated the law of the land 
and therefore should be tried under the 
provisions of the law. However, on Oc- 
tober 25 Ershad consulted several senior 
lawyers and accepted the mediation of a 
group headed by Ataur Rahman Khan, 
the 74-year-old former chief minister of 
East Pakistan. 

After consulting the arrested lawyers at 
the behest of the government, Khan got a 
motion passed at an emergency meeting of 
the bar association that the two resolu- 
tions-of October 10 and 13 be struck off. 
Ershad then promptly ordered the release 
of the lawyers and withdrew the cases 
against them. While a showdown with the 
government has been averted and the 
leading lights of the bar association have 
been. freed, the legal profession remains 
frustrated and isolated. The government 
is unlikely to change its policy of decen- 
tralisation of the judiciary as the people 
are demanding more access to the courts. 
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the dominance of the Karachi and Lahore 
bar associations, to the satisfaction of 
many lawyers in other areas. The late 
prime minister Zulfikar Ali Bhutto may 
well have contemplated such a move him- 
self but shrank from doing anything about 
it. The issue of the provisional.constitu- 
tional order last year which limited the 
power of high courts and subjected judges 
to a new oath of office took the process a 
step further. 

But lawyers are not particularly popular 
in Pakistan today. They are regarded by 
the people as elitist, exclusive, expensive 
and the product of a landed class. The law- 
yers know this and realise that the military 
and Islamic courts in the country have 
considerable popular support. The official 
policy of Islamisation is therefore not only 
a threat to the lawyers’ concept of the rule 
of law and independence of the judiciary, 
but also to their autbority and their bread- 
and-butter. 

"Their confrontation with the au- 
thorities is not going to succeed without 
the active support of the banned political 
parties," a Pakistani political commen- 
tator told the REVIEW, "and active sup- 
port means bringing people out on to the 
streets." That does not seem to be hap- 


| pening, at least not yet. Former law minis- 
| ter Abdul Hafeez Pirzada made the: point 


on October 30 when he issued an appeal 
for support from political groups for the 
lawyers' cause. Without such support, Pir- 
zadaseemedtosuggest, the military regime 
would be free of serious opposition. 
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| to support Mrs Gandhi ^" < 


By Mohan Ram 

New Delhi: In the wake of Indian Prime 
Minister Indira Gandhi's successful visit 
to Moscow in September, the. Soviet 
leadership finds itself at odds with its pro- 
tege the Communist Party of India (CPI) 
because the party, an ally of Mrs Gandhi 
until 1978, is now among her sternest cri- 
tics. And Mrs Gandhi makes no secret of 
her displeasure at the party allying itself 
with the rightwing forces opposed to her. 

With the renewed Soviet support for 
Mrs Gandhi (REVIEW, Oct. 1), the CPI is 
in a dilemma. Either it toes the Soviet line 
and supports her — thus losing what little 
credibility it has — or it sticks with the op- 
position and risks alienating itself from 
Moscow. 

The problem stems from Nikita Khrus- 
chev’s. policy of “national democracy,” 
under which the Soviet bloc gave diploma- 
tic and economic support to newly inde- 
pendent countries where it was thought a 
so-called progressive leadership, even 
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bring about a peaceful transition to - 
socialism. The then prime minister, 
Jawaharlal Nehru, was seen as the very 
model of such a leader. But when the CPI 
was told by Moscow to cooperate with the 
government, the result was a split in the 
party, with the more militant members 
peeling off to form the Communist Party 
of India-Marxist (CPI-M ). 

The CPI stuck with the government, 
even through the Emergency declared by 
Mrs Gandhi in June, 1975, so that after her 
electoral defeat in 1977 it found itself dis- 
credited and isolated. At the same time, 
the advent of the rightwing Janata Party 
government changed Soviet perceptions 
of the Indian state considerably and Mos- 
cow began pushing the CPI closer to the 
CPI-M. So when Mrs Gandhi regained 
power in 1980, the CPI was once again 
caught on the wrong foot. It was then 
identified with the CPI-M and continued 
to oppose Mrs Gandhi when she formed 
her government. 

Indeed, on the eve of her departure for 
Moscow, the hardline general secretary of 
the CPI, C. Rajeswara Rao, made a state- 
ment denouncing what he called her anti- 
people policies. After her return, he made 





Mrs Gandhi: Moscow is happy. 


another statement that the success of her 
visit would make no difference to his 
party's attitude to her. But Moscow feels 
differently and is trying to force a major 
shift in CPI policy. 

The Soviet leadership is happy with Mrs 
Gandhi's foreign policy, which remains 
friendly towards Moscow despite a thaw in 
her relations with the United States. It 
feels that she can maintain India's fragile 
unity and that she can keep the Right at 
bay. But the Soviets also feel that the 
Right is а real threat and thus Mrs Gandhi 
needs the support of the CPI, even if it 
means a renewed split with the CPI-M and 
resulting electoral losses. 

So, notwithstanding Rao's assertions, 
his lieutenants have been making con- 
ciliatory references to Mrs Gandhi, But 
bringing the CPI back into line will be a 
tortuous process. A powerful section of 
the party wants a long-term detente with 
the CPI-M, which remains in favour of a 
broad anti-authoritarian front against Mrs 
Gandhi. In fact, Moscow now has the op- 
portunity to bring the CPI and the CPI-M 
closer to each other than they have been 
since 1978 — but only in opposition to Mrs 
Gandhi, not in support of her. The present 
Moscow policy is merely sowing confusion 
in both parties. [г] 
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Two Malay parties vie with one another to convince the 
people that they are the true champions of Islam 


By K. Das 

Kuala Lumpur: An extraordinary politi- 
cal struggle is shaping up in Malaysia be- 
tween the Malay political party with the 
largest mandate and another which has 
been steadily losing support over the past 
five years. The United Malays National 
Organisation (Umno), which won 70 of 
the 154 seats in the last parliamentary 
election in April, is facing the new de- 
fiance of the opposition Party Islam (PI) 
which won only five seats (REVIEW, Apr. 
30). Central to the unequal struggle is a 
claim by each party that it is the defender 
of the Islamic faith, with PI finally throw- 
ing away the last vestiges of its secular 
image — and forcing the resignation of 
Datuk Asri Muda, its president for 11 
years. 

PI's 28th annual general assembly, call- 
ed the Mukhtamar, opened on October 23 
under large posters of Iran's Ayatollah 
Ruhollah Khomeini and ended with a re- 
solution that in future the party's supreme 
council will do the bidding of its Majlis 
Ulamak (council of theologians), a body 
which the assembly had upgraded from its 
previous status of Dewan Ulamak (theolo- 
gians' division). The dewan used to have 
the same status as the youth division and 
the women's division in the party struc- 
ture. 

The powerful new majlis — not acci- 
dentally echoing the usage of the term in 
Khomeini's Iran and yet to be properly 
structured in the aftermath of the unhappy 
general assembly — is temporarily headed 
by Ustaz Nik Abdul Aziz, a religious 
teacher from Asri's home state.of Kelan- 
tan and one of the moving spirits in the 
ousting of the veteran PI president. 

The ousting of Asri, who led the party 
into the ruling National Front in 1974 and 
out of it in 1978, brought reactions that re- 
flected not only his personal importance 
but also that of his party. Prime Minister 
Datuk Seri Mahathir Mohamad person- 
ally renewed his call to the PI membership 
to abandon the party and join Umno. 
Asri's own supporters were claiming mass 
defections in Kelantan and were publicly 
calling for the formation of a new Islamic 
party to oppose PI. 

On the other hand, top PI members 
who had quit the party when Asri took it 
out of the National Front applied to re- 
join the party. Considering the recent 
electoral performance of PI, the reaction 
within the government ranks may have ap- 
peared a little too anxious. But this re- 
flected a growing concern that the Islamic 
fundamentalist movements, which be- 
came violent.in 1978 (REVIEW, Sept. 1, 
778). could find a more formal and thus 
more dangerous base in PI. : 

The general assembly did not reassure 


anyone when it resolved that in future, the 
PI supreme council would do the bidding 
of the new council and that the party presi- 
dent's powers would be reduced. In short 
there would be a kind of Islamic revolutio- 
nary council at the apex of the party and 
not a secular leader as in the past. 

Asri’s removal, which caused a stir 
when he was manoeuvred out by the 
Young Turks of the party, now appeared 
less important than the direction the party 
would take. And Umno itself seemed an- 
xious to take every step to discredit PI by 
taking the battle to the heart of PI coun- 
try, Kelantan. One move was to invite 
Asri himself to join Umno. 


sri himself reacted to any such over- 

tures very calmly. His aides claimed 
that there was nothing that could induce 
him to join Umno, They pointed out that 
the last PI rebel who joined the govern- 
ment, Datuk Nasir Mohammad, was*only 
given a largely symbolic role (as minister 
in the Prime Minister’s Department, with- 
out a portfolio). 

The government has also made moves 
to meet the fundamentalist challenge, 
seen as a very bold and even dangerous 
step in this.multi-racial society: from next 
year all universities and colleges will be 
obliged to introduce a syllabus on Islamic 
culture. The Deputy Minister in the Prime 
Minister’s Department, Anwar Ibrahim, 
told the theologians’ conference the move 
was in line with the government's efforts 


‘to instil aspects of Islam into the adminis- 


tration. Clearly expecting opposition, 
Anwar said those who opposed the move 
would be regarded as having a narrow 
concept of nationalism — a euphemism 
for being chauvinist. 

With the government machinery at 
their disposal, the Umno strategists are al- 
ready introducing massive changes in PI 
strongholds, beginning with a big teachin 
hospital in Kelantan, the building of whic 
was announced in the aftermath of the 
Asri resignation. A campaign is also under 
way to persuade the less-educated Mus- 
lims in the villages that while the system 
adopted in Iran may be useful for the Ira- 
nians, it is not entirely suitable for multi- 
racial Malaysia. 

While this may sound elementary, it 
was pointed out that it was one of the is- 
sues which toppled Asri, who could not 
handle the narrow fundamentalism pur- 
veyed by his opponents. Umno is offering 
an Islamic bank and an Islamic university 
as symbols of the party's legitimacy to rule 
with an Islamic orientation, but it is'too 
early to tell if these can counter the re- 
volutionary impulse which now clearly 
dominates the PI leadership. a 
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short- 
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trading 
with 
China. 


China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 19 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 
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packed with information and statis- 
tics on China — every month. It 
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China is now open to business 
with the world. 
But the assistance of a banking 
partner with knowledge and experience 
needed to recognize budding oppor- 


tunities is vital to any firm that wants 
to penetrate the chinese market. 
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Pythagoras was the first to discover that, in a right-angle triangle, the square 
of the hypotenuse is equal to the sum of the squares of the other two sides 
It’s less well known that a whole school of philosophy grew up around 
his work. The Pythagoreans believed that everything from musical tones to 
philosophical ideas could be expressed numerically. 
Our SL family of business communications systems proves that Pythagoras v 
right. Voice, data, and facsimiles of documents or photographs are all transmitted 
with a digital code. Literally everything becomes numbers 
*or businesses, this means substantial savings. 

Frec as dle one ib * needed io hale oth northern 
aiee ai н le lhe e ne a Md ME telecom 
voice and data communications. Digital transmission is fast, 

accurate, and economical. Northern Telecom is an international For nore анон eS Nar Ке Telec 


NI leader in digital telecommunications technology. We're helping and its prod 

Ф companies control costs and manage information more effectively. саа diede 

, iS $^ VS 9599 BRE ode vases КТР. e е кы 325. tel. 979133, telex К: 

» In an increasingly competitive marketplace, our со itribution is vital. Hark sur Rond, Hong Rone: TV 
Sometimes the numbers are everything. telis 73338. 

AYSIA, IRELAND AND THE UNITED STATES. SALES OFFICES AND DISTRIBUTORS THROUGHOUT NORTH AMERICA, EUROPE, AND ASIA 





222 





Multiplicity makes 
for strength. 


Just as the multiplicity of services 
offered by a universal bank gives it its 
strength. Deutsche Bank has at its dis- 
posal all the skills and services to give 
your international financing the strong 
foundation it requires. 


Let the strength of universal banking 
support your business. Come to Deutsche 
Bank. Call: 

Hong Kong 5-255 203 
Singapore 91 75 55 

Beijing 28 59 80 

Tokyo 214-1971/9, 211-3541 
Osaka 244-1977 





Deutsche Bank 


A century of universal banking 
Central Office FrankfurtamMain/Dusseldorf. Branchesabroad: Antwerp, Asunción, Barcelona 
tussels, Buenos Aires, Hong Kong. London York, Osaka, Paris. 





B 

Tokyo. Representative ices a агасаѕ адо ni 
Johannesburg. Lagos. Los Angeles, Mexico, Moscow, Nagoya, Nairobi, Rio de Janeiro 
San Jos antiago, Sydney. Tehran, To о ubsidianes 

L r 





Household appliances is written with a “ 


Every single working day 16,000 domestic appliances roll off 
our production lines. 
Bound for kitchens anywhere in 111 countries. 
Because we are Europe’s biggest manufacturer of domestic 
appliances ...and its most innovative. 
Constantly finding new and better ways to wash and dry the laundry, 
do the dishes, keep your food fresh, cook your meals. 
To bring you technology you can really feel at home with. 
Because Z is for Zanussi. 





ZANUSSI 


people working for people 


Industrie Zanussi spa 
О. Box n. 218 - 33170 Pordenone (Italy) 
Tel. (0434) Soi. Telex 450363 - Cables: Zanussi spa Pordenone 


How we keep the fires of industry burning. 


CSR Limited is a large and diversified Australian company 
involved in the exploration, mining and export of Australia’s energy 
and mineral resources. 

CSR operates five coal mines through its wholly owned 
subsidiaries, Buchanan Borehole Collieries Pty Ltd, Thiess Holdings 
Ltd and Western Collieries Ltd with the combined capacity of over 
eight million tonnes a year. A large proportion of this coal is exported 
to Asia. A new mine, Drayton, is being constructed and CSR is also 
evaluating extensive deposits of black and brown coal. CSR manages 
coal handling facilities at Newcastle and Mt Thorley, NSW. 

CSR, through AAR Limited (100% CSR), produces oil in 
Indonesia, natural gas at Roma in Queensland and operates the 
Roma-Brisbane natural gas pipeline. Through Delhi Petroleum Pty 
Ltd, CSR has substantial interests in oil and gas resources in the 
Cooper, Eromanga and Pedirka Basins in Queensland and South 
Australia. Gas from the Cooper Basin is already supplied to the 
Australian market. 

CSR's other activities include sugar, minerals, aluminium, 
chemicals and building materials. 

CSR, managed and substantially owned by Australians, began 
in sugar in 1855 and has developed into one of Australia's large, 
diversified and growing companies. 


CSR Limited 
1 O'Connell Street 








\ 


АМ Wesen NOW жуу 
M ibas. a 









"Гуе put you on Sabena" 


It's the easy way to 34 key cities in Europe 


As experienced travellers know well, Brussels 
is ideally situated for easy connections 
throughout Europe. It's also one of the world's 
most compact, least stressful major airports. 
There's even a special transit lounge for first 
class passengers. And since Sabena, unlike 
most other airlines, still offers first class on 
European as well as intercontinental flights 





5 you can enjoy the superior service and сот- 

s fort of flying first class with Sabena all the way Я 
t to a choice of 34 European and 5 North al 
& American cities. 

a Sabena flies to 76 destinations on 4 conti- 

© пет. 

5 Your travel agent or 

Ё nearest Sabena office 






has all the details. belgian world airlines 





SOCIOLOGY 


Stretching family principles 


Indonesian Workers and Their Right to 
Organise published by the Indonesian 
Documentation . and Information 
Centre (Indoc), Leiden, Netherlands. 
G15 (US$5.45). 


LABOUR relations in a developed coun- 
try invariably colour the economic, social 
and. political atmosphere there. Trade 
unionism in Britain clearly indicates this, 
while Poland offers one of the most poig- 
nant and striking examples’ of labour up- 
surge in a land of labourers. The situation 
in developing countries is somewhat dif- 
ferent. Indonesia, for example, is a mainly 
agrarian country which is trying to build 
up its industry by the introduction of 
foreign investment. As a result, towards 
the end of the 1970s, the government had 
to face a rise in labour unrest — something 
which is increasingly becoming a pressing 
issue. 

Indoc is an independent organisation 
involved in documentation on Indonesia, 
and this book surveys a number of labour 
disputes covered by the Indonesian media 
in 1979-80. Generally speaking, the case 
histories depict the conditions that In- 
donesian labourers work under: low pay, 
long working hours, bad and sometimes 
inhuman working conditions, unclear 
work status and general evidence of the 
absence of the basic right to organise inde- 
pendent workers' unions. The loudest and 
clearest complaints are directed at misuse 
of authority by employers because of am- 
biguous and contradictory attitudes in the 
government. Indoc points out that the 
government, even through the All- 
Indonesia Labour Federation (FBSI), the 
only official organisation for labourers, 
often tends to side with employers. The 
term “envelope unionists” emerged from 
the practice of employers offering union 


Cigarette-factory worker: a lack of organisation. 
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members a regular income for support of 
their policies. 

The development of trade unions in In- 
donesia is closely related to the history of 
the political system. Unions arose in the 
1950s as a tool of political parties prepar- 
ing for elections. But in 1957, with the 
proclamation of the state of emergency, 
the army became arbiters of the whole 
state system, and - political parties and 
unions were emasculated. The present po- 
litical system is a virtual monopoly of Gol- 
kar, the government's functional political 
groups. Inevitably the FBSI, as all other 
organisations in Indonesia whether they 
be political parties, youth or religious or- 
ganisations, is obliged to have close links 
with Golkar. 

Indonesia's labour relations are based 
on "family" principles, оп which 
economic activity is supposedly based 
also. But the concepts “have remained no 
more than a piece of advice for employers 
and propaganda for workers . . . [merely] 
a non-legal replacement for labour laws 
which the government has not yet dared to 
change formally." One of the conse- 
quences is that the basic right of workers 
to strike is valid merely on paper. Many 
government officials, including President 
Suharto himself, have stated that there is 
no need to strike and there is a strong ten- 
dency to look upon strikes as subversion, 
criminal acts or sabotage. 

Political intimidation is a measure often 
resorted to as a safe means to control 
labour without fear of repercussions. The 
intervention of the police and military is 
also widely known, and is usually in favour 
of the employers and factory owners. Ulti- 
mately the FBSI, too, is under the supervi- 
sion of the military and state apparatus, 
which is seen by the Indoc writers as a 
means “to sell Indonesian manpower to 














potential investors . . . [and] to guaran- 
tee that this manpower will be humble, 
obedient and exceptionally cheap." 

Far from merely giving a factual ac- 
count of the labour situation in Indonesia, 
the book gives also a concise and sharp 
analysis of the general situation: political 
and economic policies, employment and 
work conditions. The Indoc writers avoid 
the possibility of being criticised as being 
foreigners (though there are also a few In- 
donesian names) who know little about 
the actual situation by their use of local 
sources on which to base their analysis. In 
Indonesia, and generally in the context of 
а developing country, it is to be expected 
that labour does not yet have a strong pos- 
ition. In the words of Agus Sudono, the 
head of the FBSI: “It’s sad but true that in 
the Third World, industrial action is а 
weapon with which workers end up cut- 
ting their own throats." This book is signi- 
ficant in that it points out an inherent con- 
fusion in the handling of labour. 

— A CORRESPONDENT 


HISTORY ] 
People in 
transition 


A History of Chinese Civilisation by 


Jacques Gernet. Cambridge Univer- 
sity Press. £25 (US$43). 


THIS handsome and authoritative vol- 
ume, first printed in French 10 years ago, 
now appears in English translation. As 
with most historical works on China, it has 
needed some revising and updating in the 
light of scholarship pursued since its origi- 
nal appearance. It is especially worthwhile 
for its wide scope, dealing not only with 
political history, but elucidating the 
philosophical and cultural background 
and, the intellectual life which has been 
such an integral part of China's develop- 
ment. 

Gernet concludes his rich and very 
readable account in 1976 with a dispas- 
sionate estimate of the good and the harm 
done under Mao's rule. He is perhaps 
somewhat sweeping in his concluding 
paragraph: “The regime has been ex- 
tremely costly in terms of material and 
human resources. From the strictly 
economic point of view, we could speak of 
an immense waste of energy, but we 
would be wrong to take this point of view, 
for no human society obeys rational 
rules." 

It is a sobering thought that while revis- 
ing his text for the English edition Gernet 
talked about the 900 million people of 
China — whereas preliminary analysis of 
this year's census puts the population at 
more than a billion! 

There is a very useful 55-page 
chronological table, and the photographs 
are especially well chosen. — D.B. 
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next усаг. Wharton Econometrics. re- 


‘| cently published a study, Pacific Basin 


Outlook, which arrives.at similar conclu- 
sions to those contained in major banks’ 
internal | reports: sugar, coconut-oil; 


timber and copper — four of the Philip- 
pines’ major: commodity. exports — are 
unlikely to restore. substantial. export 
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Creditors in Manila : 


Quick agreement on a massive IMF loan раска e would be a d 
confidence-booster amid talk of debt гөаспедин ing . 


By Guy Sacerdoti | 
Manila: Fears expressed by international 
bankers and economists that Philippine 
debt rescheduling may be inevitable in 
1983 have lent a special urgency to negoti- 
ations currently under way here with a 
team from the International. Monetary 
Fund: These negotiations, slated to end 
before November 20, are to finalise some 
US$510 million: of credits to offset this 
year's record balance-of-payments deficit. 
A ae puer could: provide a 
a 7 k 
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being paid back on time. “You only have 
to look at the skyline of Makati [a Manila 
suburb] to see that a lot of money we lend 
is simply being wasted," commented one 
officer who approves Philippine credits 
for a major American bank. 

The same analysts do not see similar 
troubles ahead for either South Korea or 
Indonesia, two other major Asian bor- 
rowers. The strong showing of South Ko- 
rean exports and invisible earnings (prin- 
cipally from construction contracts in the 


(US$ billion) | 
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*Latest available official estimates or bankers’ estimates. 


tSource: Bank for International Settlements. 
**Source: Morgan Guaranty. 





bolster Manila's official reserves, which at 
the end of September is 1582.45 bil- 
lion, or the equivalent of four months’ im- 
ports. \ 

Part of the balance-of-payments deficit 
financing last year derived from a reduc- 
tion of international reserves (from 
US$3.16 billion at the end of 1980), some- 
thing Manila could not afford to do this 
year. The central bank has loan agree- 
ments with foreign banks for US$525 mil- 
lion to help finance the reserves position 
— facilities available for use until 1987 — 
but it is not clear just how much has been 
utilised. 


п basis for all these problems remains 
the current-account deficit, which at 
US$2.4 billion at end-September is 40% 
greater than last year's third-quarter level. 
Exports were down 8.2%, largely because 
of price falls, though volume fell some- 
what as Well. Imports rose less than 1% in 
value, while the decline of 2% in volume 
terms underlines economic sluggishness. 

The bottom line balance-of-payments 
deficit is estimated for the year to top 
US$800 million, well beyond the US$560 
million of 1981 and in a new league com- 
pared with the previous record deficit of 
US$570 million of the second oil-crisis 
year of 1979. 

The government's strategy, worked out 
with IMF and World Bank officials, seems 
to be to borrow anew only for financing 
priority projects while using IMF credits 
and the World Bank's structural-adjust- 
merit loans (a US$250 million loan will 
also be discussed this month) to finance as 
much of the payments deficit as possible. 

The two IMF loans being negotiated 
FAR EASTERN ECONOMIC REVIEW e NOVEMBER 5, 1982 
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. Middle East) has reduced the concern felt 


earlier about the size of Seoul's short-term 
borrowings to help the country ride out 
the political troubles of 1980. 

While Asia continues to look good in 
the American banks' assessment, there is 
concern that a weak recovery of the Unit- 
ed States economy, even continued reces- 
sion well into 1983, could plunge this re- 
gion as well into major credit problems. 
Similarly, any mishandling of the Latin 
American credit problems could rebound 
disastrously on Asian 
borrowers if | it 
triggered what some 


ба. bankers call a "credit 
ifle t 


otal export implosion.” 
_| interest | Principal To prevent such a 
3 catastrophe, — some 


US banks are urging 
a strengthening of the 
multilateral - institu- 
tion network — prin- 
cipally the IMF — as 
a first step to shore up 
confidence. Progress 
in this direction will 
be of crucial interest 
to Asian countries. Їй 


now are a one-year standby facility worth 
315 million special drawing rights (SDRs), 
or US$334.5 million, equal to the Philip- 
pines’ IMF quota, and another SDRs 
157.5 million in compensatory financing, 
or 50% of Manila's fund quota. Both loans 
will represent close to the maximum 
yearly borrowing allowed through the two 
windows under IMF rules. 

The ' last standby credit Manila 
negotiated was a two-year facility of SDRs 
410 million for 1980-81. Manila has al- 
ready borrowed close to half of its SDRs 
315 million quota, so this year's 50% loan 
will edge towards the IMF limit. 

Negotiations on both loans began in 
April but apparently stalled over differing 
projections of economic performance this 
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Indonesia's days of 9.) 14 en 
expansion may cY wg 
be cut short pe 
By Susumu Awanohara and ^ 3 

Manggi Habir E. і 


Jakarta: The Indonesian Governments - 
policy of spending its way through reces- | 
sion, at the expense of mounting deficits | 
and reductions in official reserves, is likely _ 
to come under increasing strain as the re- 
cession continues. And while the coun- | 
try's debt is still within manageable prop- — 
ortions, the cost of servicing it is mounting. 

As the recession extends, there is in- | 
creasing doubt that Indonesia can main- — 
tain its current development momentum. | 
Taxes on oil exports, which account for 3 
nearly 70% of government revenue, are _ 
down and non-oil exports continue to — 
stagnate. As a result, realised government {| 
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4 
year between IMF officials and Virataand _ 
the technocrats, so agreement on оре а 
became difficult though an agreement is 
expected soon. ra 

The technocrats here are confident that | 
following successful IMF negotiations, _ 
they will be able to go to market witha _ 
commercial loan, some of which may have — 
to be used to repay other foreign borrow- - і 
ings due, but which will avoid the neces- | 
sity for any formal rescheduling of loans. — 
While debt service and its ratio to export _ 
earnings may rise to more than 28% under _ 
IMF definitions, there remain enough va | 
riables under the Philippine definition to 
keep the local debt-service ratio below — 
Manila’s self-imposed legal limit of 20% | 
(while IMF loans are shown asa percent- | 
age of current export earnings, the Philip- | 
pine definition includes all loans, includ- 
ing short-term, as a percentage of the pre- 
vious year’s earnings, plus borrowings). 

The policy medicine Virata and the | 
technocrats will have to accept may mean _ 
an overall toning-down of development | 
targets beyond the short term, pushing | 
policies towards continued structural ad- — | 
justment and trying to handle the politi- - 
cally difficult task of controlling some of | 
the less-efficient expenditures and capital- 
intensive projects. d" 

How much the political leadership of 
President Ferdinand Marcos will be able 
to control spending remains an imponder- 
able. But with current-account deficits a 
high 7% of GNP, taxes a poor 9.8% of 
GNP and government borrowing up by 
82% over 1981, the political value of inter- 
national confidence may force more than 
the technocrats to bite the recessionary 
bullet. 
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unted to 0537,5 billion. Estimates for 
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US$5 billion, again because of savings 
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The key Swiss bank | 
hasasimple recipe forits _ 
worldwide success: 
Experience, intelligence 
and training, training. 


A computerised real- 
time banking network is all 
very well. But where would 
к be without the man-and- 
woman-power that keeps 
the key Swiss bank ticking 
all around the clock? 

That's why Swiss Bank 
Corporation has more than 
70 full-time instructors. To 
give our staff the best possi- 
ble training. 

Trade finance. Loan 
business. Foreign exchange. 
Underwriting. Investment 
management. All the vari- 
ous aspects of international 
banking. Our people are 
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thoroughly trained, so they Swiss Bank Corporation 
ink y qa business Schweizerischer Bankverein 


Call us; Our trained Société de Banque Suisse 


specialists hold the К 1 
Wake о The key Swiss bank 


General Management in CH-4002 Basle, Aeschenvorstadt t,and in CH-8022 Zurich, Paradeplatz 6. Over 190 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives); Europe: Edinburgh, London, Luxembourg, Madrid, Monte Carlo, Paris. North America: Atlanta, 
Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto. Latin America: Bogota, Buenos Aires, Caracas, Lima, Mexico, 
Panama, Rio de Janeiro, Sao Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran, Africa: Johannesburg. Asia: Hong Kong, 
Singapore, Tokyo. Australia: Melbourne, Sydney. 
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| and other industrial users are switching in 
droves. Moreover this substitution pro- 
cess is probably irreversible, now that the 
idministration of United States President 
Ronald Reagan has imposed stringent 
quotas on cheap Third World imports to 
hit. | support a.domestic American sugar price 
s | above 18 cents ар... 

The quotas secure HFCS' immediate 

| future by: making its normally high-cost. } spite "ine price — 
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dn ше y ast couple of years, _ market. The sugar squeeze could hardly have come 
P slump in the price of many other tropical commoditie 
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But more significantly, protectionism in- 
sulates HFCS manutacturers from the vic- 
ious swings in world prices to which the 
‘tropical sugar producers are far better 
pted. A stable price. outlook will en- 
courage heavy research and development 
vestment to insure the industry's next 
kthrough — granulated HFCS. - 
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1807. The world shortage of sugar in 1974- 
75 and a rise in the free-market pri 
£650 (US$1,120) a ton-provided an im- 
petus to the European Economic Commu- 
nity, inheritor of the emperor's “continen- 
to adopt a similar tactic... 

It raised. producer prices, increased 
quotas and set out to build up a stockpile 
to. avoid. future shortages. Reaction be- 
came over-reaction, and the result has 
been a rapid and remarkable turnaround 
in. the supply-and-demand equation 
within the EEC, initially as а result of a 


19% increase in acreage; subsequently be- 


cause of greatly improved yields. 
In 1973- 74, community production, of 
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cause the industry itself no 
substantial part of the loss. Thi 


answer the charges that the EEC has con- - 


tinued to increase the support price above 
the rate of inflation and that high uniform 
support prices are designed to subsidise 
marginal and sometimes inefficient 
production for domestic political rea- 
sons. 

The levy and the withholding of stocks 
from the world market are among growing 
signs that the commission is worried about 
the community's role.in the world sugar 
scene — and about low world prices. The 
EEC declined to participate in the current 
International Sugar Agreement, partly 
because it felt it would not secure export 
quotas anywhere near its likely surpluses. 
By so doing, the EEC contributed to the 
agreement's ineffectiveness, from which it 
now suffers. Says William Miller, execu- 
tive director of the International Sugar 
Organisation (ISO): “With every prospect 
of oversupply, we should find a way to 
check the volume of exports coming onto 
the market, but we face a dilemma: we 
should restrict supply, but almost all ex- 
porters are extremely reluctant to accept 
effective restrictions when one major ex- 
porter, with seemingly nearly unlimited 
capacity, is outside the agreement and not 
subject to its controls.” 

There is now a greater will to cooperate. 
Informal talks between Miller and the 
commission, and between the commission 
and individual members of the sugar 
agreement, have begun and will continue 
over the next few months. However, rapid 
results are unlikely given the combination 
of the exceeding slowness with which the 
wheels of the ISO grind, and the uncom- 
promising power of the beet-growers' 
lobby in the EEC. 


№ all the arguments against the ЕЕС” 
sugar policy are based on market con- 
siderations. Commissioners in Brussels are 
aware of the wider political and economic 
ramifications of low commodity prices, 
which the Bank of England's latest bulle- 
tin says are at their lowest point, in rela- 
tion to the price of manufactured goods, 
since 1950. A recent Czarnikow Sugar 
Review commented: "Either the govern- 
ments of developed countries take steps to 
limit their own production, thereby per- 
mitting industries in developing countries 
to exist, or they continue to pursue their 
present policies in which industries 
gauged to exports in developing countries 
will eventually disappear . . ." 

That is a version of the Brandt report 
thesis of enlightened self-interest, and it 
means nothing to French or West German 
beet growers. Nevertheless, the commu- 
nity probably will act to reduce its sugar 
surplus. This season's fall in acreage is 
likely to be repeated in 1983-84, and will 
finally result in lower output. The commu- 
nity is unlikely to deliberately return to its 
earlier role: the debate is not whether the 
EEC should be an exporter, but how big 
an exporter. No surprise, therefore, that 
when the REVIEW asked Rodney Good- 
win, divisional director of Czarnikow's 
sugar division, whether there was a future 
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win timated |] al Wor а ргісеѕ 
barely cover half of production costs even 
for efficient cers. He said sugar 
prices run in cycles of six years of low re- 
turns and one year of good prices. On this 
analysis, producers face four more years 
of hard times. “It’s rough,” said Е. Thom- 
linson, managing director of Tate and 
Lyle's British division. He cited a recently 
started sugar project in Swaziland “which 
is one of the most efficient operations in 
the world. But because of current condi- 
tions, it is not yet producing the right fi- 
nancial results." He believes that о 
“іп the past two years any enthusiasm for 
new facilities has disappeared," to some 
extent market forces will rectify the situa- 
tion because worldwide demand for sugar 
will continue to rise — in developing coun- 
tries, not in the EEC or even Western 
Europe as a whole where consumption has 
stabilised at about.9.5 million tonnes and 
15 million tonnes respectively. Given 
Western Europe's low population-growth 
rate and trends in dietary habits, human 
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Consumption per capita is 38.8 kgs in 
the EEC” ced wn 8 kgs in India. 
(The commission has never shown en- 
thusiasm for the idea of sugar as an energy 
source. The most recent report on the sub- 
ject estimated that the amount of alcohol 
theoretically available from community 
surpluses was equivalent to only 1.44% of 
EEC petrol consumption in 1981.) 

Alternative sweeteners which have 
gained a substantial share of the market in 
the United States, Canada and Japan have 
been held at bay by the European farmers’ 
lobby. Isosyrups have been neutralised by 
incorporating them in the community’s 
sugar arrangements but allocating them 
an annual production quota of only some 
150,000 tonnes. Import fees and duties 
have been set sufficiently high to discour- 
age outside producers. Glucose is be- 
lieved to displace between 200-500,000 
tonnes of sugar а year. Other competitors ' 
are on the horizon and the food-manufac- 
turing industry favours their easier avail- 
ability. 
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Short-term sweeteners can’t 
prevent a long-term caning 


By Guy Sacerdoti 


Manila: Even before Portuguese explorer 
Ferdinand Magellan discovered the 
Philippines for the Western world 461 
years ago, the country was producing 
sugar-cane and it will continue to do so 
well after its current leader, President Fer- 
dinand Marcos, leaves office. But it now 
looks as though by that time what once 
was one of Manila’s top foreign-exchange 
earners will.have sunk well down the list of 


leading export commodities. With rela- 


tively high production costs, low world 
prices, increasing protectionism and the 
growing production capacities of neigh- 
bouring countries, serious thought must 
be given now to the industry's long-term 





future, rather than simply insulating it 
with stop-gap measures, if the Philippines’ 
position as a major Asian exporter of 
sugar is not to be whittled away. 

In value terms, Philippine sugar exports 
have been as volatile as any other surplus 
produce. Following the vagaries of prices 
during the past decade, Manila pulled in a 
high of 08,737 million from sugar in 1974 
and a low of US$197 million during 1978, 
when world prices were as poor as they 
have been recently. Last year sugar was 
the second-largest export earner at 
US$553 million, surpassed only by the 
rapidly growing export-zone-processed 
semiconductor industry. And this year, 
because of some smart contracting, export 
values should not decline dramatically de- 
spite the low price and falling export vol- 
umes. 

Production has been fairly stable of 
late, though in sugar, the area planted 
shifts from year to year depending on esti- 
mates of price performance. The past de- 
cade has seen Philippine production stay- 
ing close to the 2.3-2.5 million tonnes 
mark, with the major exception being in 
1977 when production rocketed above 
3.5 million tonnes. Estimates of produc- 
tion this year are about 2.5 million tonnes. 

Export volumes, however, have fluc- 
tuated more widely — from a low of I mil- 
lion tonnes in 1979 to a maximum in 1977 
of more than 2 million tonnes. Last year's 
exports totalled 1.7 million tonnes and this 
year's volume is expected to shrink to 1.3 
million tonnes. But it is the direction of 
these exports that has begun to worry 
traders, including those of the privately in- 
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Exporting is never easy. But 
with expert back-up, and detailed 
knowledge of your market, it can 
be made a little easier. 

Barclays Bank can do that. 


THE CORNERS OF THE 
EARTH. 

Barclays is a truly international 
network, with over 5,300 branches 
across 83 countries. Every one is 
staffed by people who really know 
whats happening in their market. 

People whose local contacts 
give a balanced picture of market 
conditions. Whose local intro- 
ductions cut through red tape. Who 


can supply full local document- 


ation. Who can give you the details 


on local factors - like currency 
regulations. And of course, who 
speak the local language as well 
as yours. 


THE CORNER OF THE 
STREET. 

But Barclays Bank's 
international service begins in 
your own country. Close at hand, 
you'll find a branch that can give 
you the kind of 
world-wide 
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having people on the ground in 
every corner of the earth. 

And as you'd expect from a 
world-wide bank with total assets 
of over US S93 billion (as at 
December 31,1981) Barclays is 
second to none when it comes to 
arranging export finance, and 
noted for particular expertise in 
the key areas of foreign local 
currency finance. 

So whatever your interest in 
exporting, talk to Barclays first. 

They will 
help you 

мараг come in from 
aad the cold. 


CORPORATE ENQUIRIES WILL BE WELCOMED BY THE BARCLAYS INTERNATIONAL GROUP IN 
AUSTRALIA, CHINA, FIJI, HONG KONG, INDONESIA, JAPAN, KOREA, MALAYSIA, NEW ZEALAND, PHILIPPINES, SINGAPORE, VANUATU 
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TOYOTA'S ADVANCED ENGINEERING 
GETS OFF TO A GREAT START... 


AND A ONE-TWO FINISH! 











E í p" | 7 E 
Ў $ o { * Each year, there are only a handful of events that count 
toward both the prestigious World Championship of Rally Drivers 


| and the Manufacturers' World Championship. This year's Motogard 


Rally in New Zealand was one. Thus it attracted and tested not only 
the world's best rally drivers and navigators, but also the best 
designs and engineering of the world's leading car makers. 


FACT: 
FA | = Toyota entered two new Celicas in the rugged 


Motogard Rally. After more than 2,220 km of fierce competition. 
Through day and night. Over paved highways, gravel roads, and icy 
forest paths... Only 31 out of a starting field of 64 cars were still 
running at the finish. Toyota's two Celicas were first and second! 


FAC Т: Not every entry in the Motogard stood a chance for 
аын victory, but of those that did, virtually all were “works” 
prepared and entered like Toyota's specially modified Celicas. But 
unlike any of the others, Toyota's new Celicas were making their 
official debut in World Championship Rally competition. 


HAC 


F E AC 4 € * You can experience advanced engineering and rugged 
dependability in every Toyota... including the Corolla. Economy and 
long lasting performance are why Corolla is the world's best selling 
car. For winning performance you can count on, start by checking out 
all the new Toyotas today. See for yourself how the facts come alive 
when you drive Toyota. 











| Subscribe now 


and ensure your copy each week. 


FAR EASTERN ECONOMIC 


JETSPEEDED RATES 


Country T 3months | 6months 1 year 
rune B$30.00 | 855 5.00 B$100.00 
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Pakistan 
Philippines 
Singapore 
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Thailand 05513.00 | US$24.00 | US$44.00 
——4 + ah 
RestotAsia [05515.50 | 05528.50 | 555200 

+ — + 
North An US$21.50 | US$39.50 | US$72.00 
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Australasia > 
NZ$19.50 | NZ$35.50 | NZ$64.50 
E Afric E 
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& Middle East | £1) £21.00 £38.00 
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South America | SS25-50 | US$47.00 | US$8500 o 
Country 3months 6 months 1 year 
Hongkong HK$68.50 | HK$12600 | HK$229.00 

US$27 00 US$49 00 
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... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind 


Rate: Soft cover US$13.95 or HK$79.50 (or the 
equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon 





DL. wx. UP 


| Please enter my subscription for 
| 3 months 
6 months 


1 year 


US$13.95/HK$79.50. For airmail delivery, 


| 

| Please include the Yearbook at extra 
| please add: HK$35/US$6 

| 


Payment о! P is enciosed 


| Address 


Country Zip Code 


Name 


| TT Surface тай 

| Cheque payable to Far Eastern Economic Review enclosed 
To: Circulation Manager 

| Far Eastern Economic Review, GPO Box 160, Hongkong 
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Every motion 
how small it may be has a meaning we like Bali dances. 
and gets the full attention 272,007 io emat matters. 
from this Bali dancer Real bankers? 
If not, she is not a real dancer. Seeus and you will know 


Н) Bank Bumi Daya 
Your address for progress 


Head office: 66/70 Ji. Kebon Sirih 
Jakarta - Indonesia 


Nedlloyd 


Worldwide Transport 





At sea, on land and in the air, Nedlloyd is on the move: 
Providing a major worldwide transport capability 
fundamental to the economies and well-being of developed 
and developing countries alike. 

Providing a broad range of supporting specialised port 
facilities and forwarding know-how internationally, to 
complete the link in the transport chain. 

Today, we are also active in the important energy field, 
with substantial offshore operations. 

Simply to be one of the largest and best 
equipped companies in the business is not 
enough. It takes over 19,090 Nedlloyd 
personnel all around the world using 
their experience, expertise and 
professionalism to make the service 
really work 

However large we become, 
we never forget that Nedlloyd is 
still about people serving people. 


Nedlloyd Group 


Royal Nedlloyd Group N.V., 
21 Houtlaan, P.O. Box 487, 3000 AL Rotterdam, 
Phone (10) 177911. Telex 27087 
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duction as part of a policy which includes 
the construction of 24 new. mills and as а 
sult its imports of Philippine sugar will 
plummet this year to about 86,000 tonnes. 
And China’s estimated production of 3.3 
ilion tonnes ‘this»year is already. 33% 
above the figure of five years ago, though 


Peking is - still expected to: buy some: 


9,000 tonnes this year from Manila. 
nder the new US quota system, Man- 
ila qualifies. for 13.5% of. US imports, 
which for the period ber 1, 1982-Sep- 
‘tember 30, 1983 equals 342, 900 tonnes. 
But despite the boost compared to actual 
81 US imports from the Philippines, 
Manila is asking for yet another increase 


; because of the uncertainty of its alterna- . 
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` By Brian Robins 


Sydney: Confronted with a further rise in 


the world sugar surplus, Australia's рго-. 
ducets are showing few signs of moving to 


lower the level of acreage under sugar. 


"Their resolve to stand firm in the face of 


the deteriorating outlook: partly reflects 
the hard line being taken by Australia in 
complaints to:the governing council of the 
General Agreement on Tariffs and Trade 


(Gatt) over the heavy subsidy programme. 


of the European Economic Community. 
It also reflects the relatively small volume 
of Australian production which suffers di- 


rectly as a result of the world sugar 
“surplus. 


Australian sugar production has been 
slowly i increasing; and in the 1980-81 sca- 
son it reached 3.43 million tonnes. Of this, 


"about 20% is consumed domestically, 
another 4095 is exported under long-term 
'contracts and the other 4095 sold at world |- 


ticularly with the Soviet 


^to no avail. 
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market prices. Of all sugar producers with f- 


| the exception of the EEC, Australia ex- 


ports the greatest proportion of its total 


| production, and the fortunes of its indus- ! | 
“try are directly affected by export policies | 
adopted by other producers : 4 
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estic sugar market, 


| Bangkok: i 
production surplus da nci oil 


їп world prices, the Thar Government has 


¿decided to try stabili: sing sugar production 


over the next five years — and hence 
minimise sharp fluctuations in annual pro- 
duction as experienced ini the past — by in- 
troducing а new policy. which calls for 


sugar planters and millers to share produc- - 


tion or proceeds on a 70:30 basis. 

Under the new policy. — details of 
which were jointly decided by the com- 
merce and indüstry ministries on October 
29 — annual production starting from the 
1982-83 to the 1986-87 seasons will be di- 
vided into three portions: roughly 600,000 


tonnes of refined white sugar for domestic | 


consumption; another 600,000 tonnes of 


‘raw sugar for export under long-term con- 


tracts by a newly established company in 
which the government, planters and mill- 
ers are equally represented, and- addi- 


“nes by 1988 from th e 


tonnes. 


: н it 


match the. p 


foreign sugar trading group: 


all dias to provide the 


tional raw-sugar output to be exported in- |. 


dependently by private firms. 
A key to the success of the new policy 


1 | appears to hinge on the fivé-year advance 
export sales contracts, the prices of which | 


will be used as the basis to calculate re- 
venue from total exports. With additional 
proceeds from domestic white-sugar sales, 
the total revenue will be split betwéen the 
planters and millers — 7095.for the former 
and the remaining 30% for the latter. 
Given general opinion here, which is 
shared by sugar policy making authorities 
at the Industry Ministry, that world sugar 


prices have traditionally gone through cy 


cles of ups and downs, it is expected that 
the current depressed prices will eventual- 
ly improve — within the next five years, it 


is порей. However, since wotld prices are 


expected to remain low next year, the offi- 
cial policy is for the newly created national 
sugar company to borrow about US$76 


million asa subsidy to cushion the adverse 


impact on the estimated 100,000 cane 
planters during the 1982-83 season, which 
is expected to begin in late November or 
early December. 

Officials involved in mapping out the 


new. policy explained that the size of the. |. 
loan, which will be repaid in future years | 
when world sugar prices recover, is calcu- 1 


supar-cane- pric T , 
buy from the, planters before the stas of 
every season. 


consequence. dia 
enjoy the Бе 


ich controls more 
"s cane farmers, is. 
organised farmers. 
ry and. thus wields 


n: e-pricing policy 
ueni d y political consid- 
erations. 
Weather conditions were favourable | 
during the 1980-81 season, and relatively 
high prices prevailed i in wo d 


: fore the 





To assist you with your 
business ventures in Brazil, 
there is one ideal man: the 
manager of Banco do Brasil. 
Why? ause he knows Brazil 
better than anybody else... 
and knows precisely how 

to orient you in your business 
transactions and investments 
Today, Banco do Brasil offers 
you the convenience of 2,000 
bank branches located within 
Brazil plus a network of 70 
tonii offices located in the 
world's key financial centers. 
Through these combined 
agencies, Banco do Brasil 
provides a complete and 
versatile array of banking 
services... services designed 
to help businessmen in their 


The right man 
for your business 
dealings in Brazil 

wears this emblem 

in his lapel. 


commercial transactions as 
well as providing financing for 
the importation of Brazilian 
produc and services 

rough its size and expertise, 
Banco do Brasil stands 
as the main financial agent 
of the Brazilian nation, 
à principal link between 
foreign importers and 
Brazilian exporters 
Last year, Brazilian exports 
totaled 23 - billion U.S. dollars 
and comprised such major 
items as household appliances, 
aircraft, shoes, textiles, 
medical-hospital equipment, 
diverse technologies, and 
countless other products and 
services to markets spanning 
the world. 
With a population of 120 - 





million, over half under 20 
years of age... and with a GNP 
of more than 236 - billion U.S 
dollars, Brazil is fast emerging 
as a formidable miember 
of the world economic scene 
So, if Brazil looks promising 
to you, rely on the man with 
the Banco do Brasil emblem in 
his lapel. He really knows how 
to help you with your business 
dealings, investments, and 
joint venture enterprises with 
razilian businessmen. 
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with a 
- Thai: Government tasked tor Medien re 
— lief from its obligations under the Interna- 
tional Sugar Agreement. It wanted an ad- 
ditional export quota of 800.000 tonnes оп 
` top of the 1.2 million tonnes normally allo- 
| cated to Thailand. Thailand expects the 
request to be approved in November and 
- islooking to export about 2.12 million ton- 
. nes this year, up about 50% from last year. 
. Cane roduction is expected to drop to 22- 
24 million tonnes during the upcoming 
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ву Paul Addison 

. Honolulu: For years it was Hawaii's 

. largest industry, and on its sweet founda- 
tions the 50th state's economic fortunes 

ed. But declining world sugar prices, 

h labour costs and competition from 


'a-year sugar industry, which is today 
К rgoing а dramatic — and traumatic 
transition. Last vear's US$83.5 million 
$ is expected to be followed this year by 
| US$27 million deficit. And while indus- 
experts say 1983 could be a break-even 
ar, the longer-term outlook for the em- 
attled industry is grim. 
financial outlook remains grave 
the industry continues in a struggle for 
val," said Robert Hughes, president 
he Hawaiian Sugar Planters’ Associa- 
. which represents the islands’ 14 
пајог plantations. To meet the expected 
rd times, Hawaii's “big five" sugar com- 


` Amfac, Inc., C. Brewer and Co., Castle & 
` Cooke, Inc. and Theo Н. Davies & Со. — 
ave been forced to take what just two 
ears ago would have been considered 


Amfac, the state’s largest sugar pro- 
ducer, will close one of its five plantations, 


sland of Hawaii, in 1984. Amfac’ s Oahu 


ugar Co., meanwhile, will withdraw sig- 
cant arcas from cultivation over the 





| ext three years. Another plantation, C. 
E. Brewer & Co.'s Mauna Kea Sugar Co., is 


© macadamia-nut production, and Theo H. 
. Davies, a subsidiary of Hongkong-based 
— Jardine Matheson, is studying the feasibil- 
` ity of closing one of its two factories, а 





. reduction. 
` The results of these changes will be 

dramatic. According to Hughes, Hawaii's 
— current 220,000 acres of cane land — 5% 
` of the state's total land — will shrink by 
12% by 1985 and total Hawaiian acreage 
will then be less than at any time since 
1908. That cut is expected to reduce total 
output by about 7.5% — to 950-975,000 
tons a year. This year, because of heavy 
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- the 15,600-acre Puna Sugar Co. on the big. 


| move that would involve further acreage |. 


Given sharp fluctuations in 
market, the problems which have afflicted 
the Thai sugar industry and growing sub- 


the world 


sidies and protectionist policies in the 
West, Thailand is unlikely to expand sugar 

production beyond its existing capacity. 
Through the application of economic fac- 
tors in determining cane prices under the 
new policy, authorities hope to stabilise 
A in the medium term at about 
2 million fou Y cane a year. a 


Es foundations. 


rains, the crop is forecast at 995,000 tons, 
the lowest since 1960. 

Direct employment will also fall by 
about 8%, to roughly 7,750 people in 1985 
from 8,400 toda 

Even with these changes, it will be a 
struggle to achieve profitability. But the 
industry's ho viva for survival have at least 
been buoyed by US Government price 
support, state-government action and ag- 
ronomic efficiencies. The Hawaii legisla- 
ture has given mixed support to the indus- 
try, rejecting measures that would have 
provided tax credits but renewing agricul- 
tural-loan funds for crop financing of inde- 
pendent growers. 

Federal help offers more promise. Pass- 
age of sugar-market stabilisation provi- 
sions in the US Food and Agriculture Act 
of 1981, more commonly called the Farm 
Act, means the industry can anticipate 
bec for most of next year of around 20 

S cents a Ib. А new raw-sugar market 
stabilisation price of 20.73 cents a Ib be- 
came effective on October 1, applying to 
"a. produced inthe 1982-83 crop year. 

inal provisions of the US sugar-loan 
i ne mean price support will be 
available through six-month, non-re- 


course loans to eligible sugar processors at 
17 cents a Ib for raw cane sugar and and 
20.15 cents for refined beet sugar. To be 





producer 
who delivers sugar-beet or cane to the pro- 
cessor. 

While welcoming the programme, for 
which they lobbied long and hard, indus- 
try executives say their costs per Ib are at 
least as high as the stabilisation price. That 
is largely because Hawaii's unionised 
sugar workers earn a minimum of more. 
than US$6 an hour. Pay and benefits eat 
up 52 cents of every production dollar, or 
US$191 of the estimated US$369-a-ton 
production cost for raw sugar. Materíals 
and supplies take 32 cents more of each 
dollar. And early in 1983, the companies 
will begin to negotiate а new union con- 
tract with the workers. 

Competition from high-fructose corn 
syrup (HFCS) also disturbs the Hawaii 
producers. Now supplying 22% of the 
total US sweetener market, HFCS topped 
3 million tons (dry) in sales in 1982. Pub- 
licly, sugar executives claim there will 
soon be over-production of the sweetener. 
But privately, they fear that HFCS' share 
will increase to about half the total US 
market within five years. 








RS р yields in Hawaii's cane- 
offer more hope. Land being 


taken out of pirenen is, mainly margi- 
nal, low-yield cane acreage, useful nly 
when prices are high. The oduct of 
drip-irrigation methods in the 1970s, a vir- 
tual revolution in-the canefields, is also 
generating industry optimism. At Alexan- 
der & Baldwin's Hawaiian Commercial 
and Sugar Co. on the island of Maui, for 
instance, drip-irrigated land. in the past 
two years has yielded 15.5 tons of sugar an 
acre compared with 11.4 tons in furrow-ir- 
rigated fields. At Amfac's Kekaha Sugar 
Co. on the island of Kauai, one drip-irri- 
gated field yielded a record 21.14 tons of 
sugar an acre from a.64-acre tract com- 
pared with an island-wide average yield of 
10 tons. 

It takes 8.5- 10 tons of cane to yield a ton 
of sugar in Hawaii. And though the crop is 
on a two-year cycle, this year's 91 tons-an- 
acre yield for cane is the highest in the US. 
According to US Department of Agricul- 
ture estimates Hawaii will produce about 
30% of the US' record 29.2 million-ton 
cane crop this year. Average US cane 
yield is estimated at 39 tons an acre. 

Hawaiian executives say world sugar 
consumption needs only to increase by 
about 2% a year to reduce the current in- 
ventory and spark a moderate price revi- 
val. They also believe competition to 
Hawaii from beet sugar in the western US 
will ease because less beet is being pro- 
duced. This year's production is forecast 
at 21.8 million tons, 21% down on 1981. 

To cut costs, most plantations are hold- 
ing back management-pay increases this 
year and employees have been furloughed 
at some plantations for up to four weeks. 
Oahu Sugar, which will drop 5,000 acres 
from cultivation, is spending US$900,000 
on a project to process cane-leaf trash to 
supplement bagasse — cane residue — as 
one of the two primary fuels at its mill. 
And the Hilo Coast E: on the 
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г. mporters and exporters widening, 


he International Natu- 


‚ (Inro) meets | 


í exporti members 


{ bb since the organisation. ; 
| was formed two years ago. After five days 
of committee hearings, Inro's fifth council 
d | session is likely to see a strong challenge : 


by consuming countries to the recent im- 


- position of export curbs by Malaysia, In- | 


donesia, Thailand and Sri Lanka, which 
some say runs counter to the 33-nation 
commodity grouping's rules. If producers 
rise to the challenge, then in the words of 


| onesenior delegate, "the fur will fly." 


Malaysians in particular have been dis- 
gruntled with the workings of the United 
Nations-backed organisation ‘since it de- 


cided in May to lower the prices at which: 


its buffer-stock manager is allowed to buy 


tc By icu the 
"s lucky country 


ng: Traders’ pulses quickened in 
970s: :when China began buying 


However, 

sroduction 

nding down im- 

979 геп before prices tempora- 
the f ie two years. 


mi 8 
‘result of f liberalised ag- 
Itural policies initiated іп. е late 


0s. The disastrous grain-first policies | 
he 1960s and early 1970s greatly con- |. 
f th f 


ed at 3.7 million tonnes. 
r-fifths of China's sugar is der 
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biggest producer with more than 1 million 
tonnes їп 1980-81. Acreage devoted to 
sugar-cane was increased 29.4% in 1981 to 
207,000.ha. Processing capacity has been 
expanded and Guangdong also refines im- 
ported raw sugar. Guangxi produced 
490,000 tonnes in 1981-82, an increase of 
25%. Fujian. may produce almost: as 
much. 

Beet-sugar production, though small in 
proportion. to cane, has more than: dou- 
bled in the past three years. The. north- 
ernmost province of Heilongjiang pro- 
duced 365 million tonnes of beet sugar in 
1981-82, an increase of 25%. Acreage de- 


| voted to sugar-cane in Heilongjiang was. 


almost doubled from 147 000 ha. -to 
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pni plantae: the Inro 'mesung | in Malaysia c could feo a big snap-back 


and on other islands ooi power | 
d 


rubber to prop. up the sagging market, 
Now their attitude to.the consumers' side 
looks set to.harden. "They are behaving 
like politicians,” Malaysian Primary In- 


dustries Minister Datuk Paul Leong told 


the REVIEW. 
statesmen.” ... yi 
The problem. dates ak to May 8 when, 
after “ach 1i 


“We are behaving like 


buy” 

(REVIEW, May.14): P 
by the move,  abruptl: 
fiméhed session and call mergency 
sociation 
; Countries 
ARE 
donesia, Tha 


on. gutes. ¢ Jilin 

ated at about 100,000 

tonnes and that of Inner Mongolia, about 
75,000. 

Chinese officials say. per-hectare yields 
are improving, but more important іѕ,а 
change in the method of setting purchase 
prices. Farmers are now paid on a straight 
volume. basis. for both cane and beet. 
Switching to. a system which adjusts pur- 
chase’ prices according to’ sugar content 
should encourage farmers to leave crops 
in the ground. longer to. maximise sugar 


“content and could improve sugar yields 


of beet. by: 25-30% „апа of cane by 
3-4%. 
sugar both.on a spot. 
T long-term. agreements 
n the 197 si 


Europes. 
tries delivere 
An: early: | 


| make purchases this year on am back of 


falling sugar. prices. was the report that 
Cuba. alf c Ch i 220 tonnes in the 


na's entire purchase 
ding - in fixed sales 








ANRPC meeting, 
Kuala Lumpur, voted to retaliate against 
what it saw as unfair consumer pressure by 
"denying the market" a total of 350,000 
tonnes of rubber over a six-month period 
— equivalent to about a fifth of a normal 
half-year's world output — over and 
above stocks accumulated by Inro. 
Malaysia's share of the cutback, which 

. would be implemented either by reducing 
tapping or increasing stockpiles, was to be 
about 175,000 tonnes, Indonesia's 95,000, 
Thailand's 45,000 and Sri Lanka's 15,000. 
The final touches to the plan were to be 
thrashed out at a meeting in Jakarta in 
early July. 

Meanwhile, some consuming countries 
hàd taken exception to the ANRPC pro- 
posal, claiming it contravened Inro's own 
objectives. These call for member states 
to “ensure adequate supplies" of natural 
rubber, "improve the reliability and con- 
tinuity of these supplies" and "expand in- 
ternational trade." The United States, 
and later the European Economic Com- 
munity countries and Japan, made what 
one diplomat called “fairly strong" private 
protests to the ANRPC members. 


isquiet about the plan soon spread to 

the ANRPC ranks. The Jakarta meet- 
ing “was called off, ostensibly because it 
would have fallen within the Muslim fast- 
ing month. Soon afterwards, though, the 
agriculture ministers of both Indonesia and 
Thailand publicly voiced their countries’ 
opposition to the cutbacks. The ANRPC 
executive committee, when it finally met 
in Kuala Lumpur on August 25, had to 
stall any action. While officially reaffirm- 
ing the 350,000-tonne target, the associa- 
tion said it would have to seek “political 
clearance” from its members. 
' The heat seemed to be off and the in- 
dustry's attention turned instead to the 
special Inro coüncil session held here on 
September 1-3. The meeting had been 
called to review buffer-stock operations 
now Inro's stock had reached the 200,000- 
tonne mark. Malaysia went on the attack, 


proposing that the buffer-stock manager 
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Malaysian rubber: tapping disquiet. 


two-day talks, but it later emerged that the 
three ministers had surprisingly reduced 
the quantum of the cutback from 350,000 
tonnes to 250,000. Leong's explanation 
was that Inro's buffer stock had grown in 
the interim by some 80,000 tonnes, and 
that a fourth call-up of buffer-stock fund 
contributions of M$200 million (US$84.75 
million) would be enough to buy up a 
further similar amount. Observers here 
were sceptical of the explanation, how- 
ever, and said the reduction to 250,000 
tonnes had been a precondition of Thai- 
land and Indonesia attending the talks. 

The Malaysians soon set about bringing 
their 129,000-tonne cutback quota into ef- 
fect, though the other ANRPC members 
again stayed on the sidelines until a third 
meeting of the association here on Oc- 
tober 13-14. According to secretary-gen- 
eral Pimon Chitman, the ANRPC itself, 
now wary of giving the impression that 
member governments were behind the de- 
nial plan, merely “took note" ofthe Asean 
ministers’ talks, but allowed private-sec- 
tor representatives to call the press in at 
the close of the meeting. For the first time, 
rubber growers — not, it was stressed, the 
ANRPC governments — were to make a 
joint statement. 


` 70,000 tonnes (a 
fined to 70 750). T 

































re which Leo 
айап quota \ ^ 
be 33,570 tonnes. Sri-Lanka — which, | 
Leong earlier told the REVIEW, had been — 
allocated some 11,000 tonnes — now gave 
no figure. 

The cuts were to be implemented over — 
six months from October 1, but only th A 
Malaysian representatives came up with 
any concrete plans for doing so. The їп- 
donesians said their cutback would arise 
“largely from the market adjustments 
being made Бу the industry to the current — 
low prices." Sources pointéd out that ac 
combination of a three-month drought in 
Indonesia and a halt to tapping by some 
smallholders had already cut output the 
and predicted the industry would in fact © 
take no further measures. i 

In Thailand, too, voluntary abando 
ment of their holdings by small farm 
was already bringing production dowi 
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that he estimated Thai exports this year 
would drop from 620,000 tonnes (O 
550,000, a fall far in excess of what | 


announcement that it would speed upt 
rate of replanting to bring about а cut 
sales was also greeted with some cynicism. _ 
Observers said that this had been the na- _ 

tional policy for some time, and that pro- _ 
duction had already been coming m 
sharply since 1978. 2 


ost analysts attributed the obvious rē- - 

luctance of Indonesia and Thailand to 
comply with the original plan to two main. 
factors. First, official policy in both. 
Bangkok and Jakarta is to increase, nob 
decrease, rubber production — in Thai- 
land as a substitute for tapioca, and in In — 
donesia as one of the major alternatives to | 
over-dependence on crude oil, And sec- A 
ondly, neither the government nor the pri 
vate-sector body in either country has 
much control over an industry dominated 
by scattered smallholders. 

In Malaysia, smallholders — cased as 
operators with fewer than 40 ha. — tap - 
75% of the total rubber area. In In- — 
donesia, the equivalent is 80% and in - 
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use the Inro reference price of 207.9 
Malaysian-Singapore cents (about 91 US 
cents — the figure used is an average of 
the two currencies' market rates) a kg. asa 
normal market price and buy rubber with 
the aim of supporting that level. Inro's 
existing rules, however, prohibit the man- 
ager from buying at all until the price (cal- 
culated from an average basket of differ- 
cd ality rubbers) falls below 177 cents 
ere it has been hovering all this year. 

In the end, the council adopted what 
one consumer delegate called a mealy- 
mouthed statement requiring the buffer- 
stock manager simply to act less predicta- 








The statement gave some new figures 
for the individual countries' revised allo- 
cations. Malaysia, as agreed earlier, 
would make up 129,000 tonnes — à pro- 
portion far in-excess of its share of world 


Thailand 95%. With fewer closely regu- - 
lated private estates and government set- _ 3 
tlement schemes than Malaysia has, strict | 
enforcement would be impossible. Ж 
Malaysia's own plans for a cutback crys- М 
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bly. The producers' offénsive swung back £425 per week. 
to the ANRPC plan. Five days after the Reservations: Miss Linda Coulthard, Draycott Dp АЛУ 
Inro council meeting ended, Leong met Draycott Avenue, London SW3 2SA. ДУ AN „6% 


Thailand's Agriculture Minister Chuan 
Leekpai and Indonesia’s Trade and 
Cooperative Minister Radius Prawiro in 
Kuala Lumpur to try to agree on the politi- 
cal go-ahead that the ANRPC sought. 

‚ public statement. came out of the 


Telephone: 01-584 4659 Telex: 910208. 
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trolled ыу. the Rubber 1 
Smallholders' Development: Authorit 
have been given the task of together buy- 
ing.up an extra 39,000 tonnes of rubber 
from the smallholders over the six-month 


“| period. Mardec, for one, has some extra 


f ne this: year total stocl 
i by 20,000 tonnes to 229,0 


The plantation compani 
tonne allocation, whichi is to bi 


umber of ways: Individual estate: 


een instructed simply to withhold 8.595 | 
of their estimated 1982 production from. 


the market. They can.stop tapping, Бап 
the use of chemical stimulants, accelerate 


: | teplanting or build up their stocks. The 


last option.is the most likely, 
Any cutback on tapping would run into 
the opposition of the powerful National 
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uding allowances for apparent discrepancies in official 


1 Ires. 
се! execu- ` 


‘Mansur Yaacob: chairman of 


nd. Crosfield (Malaysia). The 
lantation companies in particular 
director put it, that the cut- 


ould i jmpose ieri bandens, 


ain plantations subsidiaries for the 
( і June. 30, 1982. give a-clear il- 


At Consoli 


| Plantations, which-has 14,855 ha. 
rubber, the operating surplus per 
opped from 59 M cent on th 


| Source: International Rubber Study Group, London. 


Union of Plantation Workers (NUPW), 


half. of whose 200,000 members work іп 
the rubber sector. The NUPW’s secretary- 
general, P. P. Narayanan, has publicly ex- 
pressed his support for the cutback, but 
sources at the union said no arrangements 
had been made for any lay-offs or reduc- 
tions in tapping. "We're not too keen on 


it,” опе NUPW officer told the REVIEW. . 


For every day tappers. were idle, he 
said, they would lose not only their basic 


i daily wage and their price- and produc- | 
| tion-related bonuses — together amount 
“ing 10 an average M$10-11. — but al 

"further M$10 off their newly agreed 


onthly allowance of M$45. 
The smallholders’ 78,000 tonnes quota 
на shouillered'tiy public- апар 


` whose margins are being 


n more tightly than those of - 
Malaysian Rubber Deve E 





` 1982 to 199,000 tonne 





-| capacity, since its 15 processing factories, 
. designed to handle 150,000 tonnes a year, 


have been operating at only 120,000 tonnes. 


1: But the government has not given it any 


extra finance to do the job. If the corpora- 


tion is expected to meet the cost itself, a 


Mardec official said; it would “ро bust.” 
The other halt of allholders’ allo- 

cation is being taken y private dealers.. 

The Federation of Rubber Traders’ As- . 


back 20% of its purcha: es | 


'and March, though observer 


esee pro- 
blems іп financing and monitoring € 
extra stocks. 2 
Even if all the mea 
out in practice, large а 


| alike predict they will have lit 


the world market. The: z 


current. world overhang 

imports by the world's five 

ers are another. According to the Lond 
based International Rubber Sti dy 
US importsrose by 13% in 1 
tonnes, but were still. i 
below their 1977 peak. In Ja Way to May. 
this. year, they dipped again by 7% 10. 
265,000 tonnes. Japanese purchases fell. 
2% last year to 447, 000 tomes, but staged 
a 7% recovery in the fi 


11% .to 
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Over 55 times a week 


Every week JAL offers a choice of over 55 convenient flights to destinations 
throughout Canada, the U.S.A., Mexico and South America. And on the way, 
experience First Class — featuring JAL's exclusive Sky Recliner seats and Sky 
Sleeper beds. Or JAL's Executive Class — with special consideration for the 
businessman. JAL's TransPacific Schedule ... Convenience the way it was 
meant to be. Because ... serving you is our way. 


JAPAN AIR LINES 








The last thing 
is a Letter of Cré 


It's an innocent mistake, of course. You authorise your correspondent in New 
York to reimburse an exporter' s bank under your Letter of Credit. And assume 
it’s taken care of. Three weeks later, you get a furious telex from the exporter's 
bank asking why he can't collect his money. 

All because of a lost authorisation. 

It can happen to almost any bank. But no longer at Chase. Because when 
you authorise us to reimburse a Letter of Credit, you no longer deal with the 
operations center of a far-away and foreign bank. Chase brings that service to vou 
in your time zone, during your business hours. . 

You simply contact the Chase Regional Service Center nearest you. In 
Hong Kong or Singapore. The minute you give us your instructions, your 


authorisation speeds along the banking world's most advanced computer network 





a banker needs 
Jit that bounces. 


Our electronic link to New York guarantees your authorisation will be on file 
within 24 hours, ready for payment. And when payment is made, you know about 
it the same business day through CHART, your electronic account statement. 

If there’s ever a problem — missing information or an incorrect test — our 
computers are programmed to catch it. And a Chase officer from your Regional 
Service Center will be there to solve it the same day. In your language. In your 
lime zone. 

So there's absolutely nothing to stand in the way of smooth, error-free 
Letter*of Credit reimbursements. 

Now, more than ever, time is money. So call Anna F. DeRossi, Second 
Vice-President at Hong Kong 5-7905005, before you have to answer any more 
angry telexes. 


— — f The Chase is on. 
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For over 7D years our sights have been on tomorrow. 
New Gadelius technologies for a new age. 





The first Gadelius Office sign, marking the beginning 
of our history of keeping an eye on the future. 


Since our founding, Gadelius has 
constantly strived to introduce the very 
latest technologies from all over the 
world to meet the needs of Japanese 
industry. This is because the future of 
the industry has always been our most 
vital concern. Each and every achieve- 
ment we have made along the way has 
formed an unbroken record of staying 
a step ahead of the times. Take, for 
instance, our introduction of the 
Ljungstróm Air Preheater, which 
brought energy conservation thinking 
to Japan as early as 1923. Or again, 
Gadelius' introducing Flákt Electro- 
static Precipitator, when nobody had 
heard of the word "Pollution". In this 
way, Gadelius has built its reputation 
on foresighted know-how in energy 
conservation, environmental protec- 
tion, labor saving, production effi- 
ciency, all the technologies essential 


to today's industry. And we still keep 
up our active involvement with these 
many diverse fields of industry. 


Maintaining close, up-to-date informa- 
tion exchange with some 100 تا‎ 
principals, Gadelius will continue to fill 
industry's demands with a full range of 
engineering services from planning, 
development and manufacturing to 
operations, trial runs and maintenance 
work. 


And we are not only in Japan. Our 
group companies in the Republic of 
Korea, Taiwan, Singapore, Malaysia 
and Hong Kong and our general agents 
in Indonesia and the Philippines are 
applying the same Gadelius philos- 
ophies on their markets. 


And it functions two ways. The techno- 
logies and products of our East Asian 
markets are introduced and marketed 


in Scandinavia through Gadelius group 
companies in Sweden, Norway, Fin- 
land and Denmark. 


We are not 75 years old everywhere. In 
Sweden the activities started already 
in the 1890s. In some other markets we 
are quite young. But the market philos- 
ophies and dedication to serving in- 
dustry are common throughout the Ga- 
delius Group. 


Parent company of the Gadelius Group 


— [C794 MIB 





GADELIUS AB 

Eriksbergsgatan 1 A 

S-114 30 Stockholm, Sweden 
Telephone: + 468-2237 00. Telex: 176505 
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THE BOEING 757 


ISTHE MOST EFFICIENT NEW 
JETLINER FLYING TODAY. 


With fuel savings of up to 47%, the Boeing 757 can keep Southeast Asian airlines a step ahead of rising 
fuel costs. 

The 757 is equipped with quiet, fuel-efficient engines. It’s built with advanced, lightweight materials. 
And it features computerized flight controls for the most economical operation of the aircraft. 

The new generation 757 also has a spacious single-aisle design. Overhead stowage compartments are 
large enough to accommodate carryon garment bags. 

And the 757 has the lowest cost per seat mile of any jetliner in its class. It can carry 186 passengers ina 
mixed class configuration and up to 239 all-tourist passengers. 

Fuel efficiency. Advanced technology. Passenger comfort. Add it all up and you'll see why flying will 
continue to be the world’s best travel value. BOEING 





‘This announcement appears as a matter of record only. October 1982. _ 
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Arab Asian International Limited 





US$25,000,000 


Negotiable Floating Rate 
Certificates of Deposit 1984/1986 


guaranteed by 
Arab Asian Bank e.c. 


Arranged by 
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BA Asia Limited 


DG Capital Company Ltd. 

Kredietbank International Group 

Tokyo Finance (Asia) Ltd. 

KEB (Asia) Finance Limited 

Pierson, Heldring & Pierson N.V. Hong Kong Branch 


Reference Agent 
BA ASIA LIMITED 


‘Best-selling Mita copier ever’ 
is atough act to follow. 


Act Il. 


Last year, the DC-131 became Mita's best-selling copier 
ever, as well as becoming one of the world's best-selling 
copiers. This year, Mita raises the curtain on a new star 
performer, the DC-121. With it, Mita virtually creates a 
whole new class of budget-priced, desk-top copiers 

Extremely compact and 43.5 kilograms light, the new 
DC-121 is a true "desk-topper — often fitting in where 
many copiers can't —with much of the advanced tech- 
nology, many of the convenient features and all of 
the built-in Mita reliability of its popular predecessor 

For example, the new DC-121 has Mitas own 
advanced dry toning system, for perfect, smudge- 
proof copies every time. And easy-to-use fea- 
tures like Print Cycle Interrupt and Cycle 
Repeating, with all controls conveniently 
grouped together on a single 
microprocessor-controlled control panel 

First copy ina speedy 5.8 seconds, 
then 12 copies per minute, any standard 
size up to B4. Change paper sizes 
simply by changing paper cassettes 

Reliability? At Mita, it's our single 
most important copier goal. But 
dont believe us, just ask any Mita 
owner. They'll give us a great 
review 


mita 


MITA INDUSTRIAL CO., LTD. 


home. Tamatsukuri 


shku ika 54 japan 
16) 761-1171 


x MITAINTL „6429; 


Authorized Mita distributors in Asia and the South Pacific 

AUSTRALIA: Mita Copiers Australia Pty., Ltd., Melbourne Phone 3-553-27 NEPAL: Mercantile Traders, Katmandu 
BANGLADESH: New Victor Ltd., Dacca Phone 1843. 255444 PAKISTAN: Reliable Business Systems Ltd., Karact 
HONG KONG: The Office Appliance Co., Ltd, Phone 5-54648 PHILIPPINES: Philcopy Corporation, Manila Pr ne 8 
INDONESIA: Р.Т. Mita Mahardi, Jakarta Phone 389 51979 SINGAPORE: Wei Tah Co., Ltd., Singapore Phone / 
KOREA: Liker Co., Lid., Seo Phone 778-3211 t SRI LANKA: Ceylon Business Appliances ид Colomt 


MALAYSIA: Cycle & Carriage Sdn. Bhd., Ku ala Lumpur € 70955 TAIWAN: Lico Co., Ltd., Таре! Phone J60 


Phone 1361€ 





COMMERZBANK К 


Hong Kong Branch 
Connaught Centre, Connaught Rood, Hong Kong 
Tel.: 210217, Tx. 66400 cbkhx hk 


Tokyo Branch 
Nippon Press Center, 2-2-1, Uchisoiwaicho Chiyoda-ku, Tokyo 
Tal.: 502-4371/4375, Domestic Tx. 2225506 cbktok 


Commerzbank (South East Asia) Lid, 
Tower 3902, DBS Building. 6, Shenton Way, Singapore 
Tel: 2234855, 1х : 27189 cbksin 


Неод Office: P.O. Box 2534 Representative Offices 

0-6000 Frankfurt/Main Buenos Aires. Coiro, Caracas, 
Branches and Subsidigries Copenhagen, Jokorta, 
Amsterdam, Antwerp, Atlanta, Johannesburg Limo, Modtid. 
Barcelona, Brussels, Сћісодо, Manamo (Bahrain), Mexico City 
Hong Kong London, Luxem Moscow, Peking. Rio de Janeiro, 
bourg. Madrid, New York Paris, Sûo Paulo, Sydney Tehran 
Rotterdam. Singapore, Tokyo. Tokyo. Toronto. Windhoek 


Don't miss the boat. 


Once you put a new export deal on stream, you have to 
have the best possible financial package on board, too -the one 
that will benefit your business most. Commerzbank, one of Ger- 
many's leading commercial banks with a consolidated business 
volume of about US $ 50 billion and a global network of offices, 
has served exporters and importers for more than a century. 

The ability to structure even the most complex export 
financing packages quickly and effectively on a multimarket basis 
is a traditional strength of Commerzbank. Today, a substantial 
proportion of West Germany's overall foreign trade is transacted 
with the help of Commerzbank experts. 

Have a talk with Commerzbank. Before you put your next 
project on stream. 
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ip to date, the HLB is of 


‘touch with Матаіеу, 


nk which, as you know, 
the discussions to tide 
temporary liquidity dif- 


bythe fs To с frank, Wilhelm, lio di 


cations. 
.they told us Carrian 


-ended tranche of Euro- 


` But, just for fun, we hivê been moan- 
ing and cursing and saying we will not 


| lend so much as a second-hand ballpoint 


реп to the dashed people unless we get a 
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Not a bit of it. Within a month, I was 
being asked to three and four cocktail 


parties a week, where loan syndications 


f a “blue-chip” and. “solid-a 


as be discussed. 


ONE name kept on cropping ip at 
these parties. Ог, tobe precise, two | 


names — the Carrian group and its chair- 


Over our large 


myself qui ew 


beast to 


` тап, George Tan. You would not have | H 


heard of them then in Frankfurt, | q 


. Wilhelm, but very big cheese they were 


here indeed. Nobody knew who owned 


-Carrian, where Tan got the money from, 


where the whole operation was going or | VM 


even what it was for. And for these very 
reasons, Wilhelm, it was considered the 


most attractive borrowing prospect in 


town. Working practices here are rather 
different from Frankfurt, and certainly 
Tan seemed to have a shrewd grasp of 
local psychology. He refuses to be 
photographed, and is said not to have 
left Hongkong for five years a pattern 
of behaviour w e attributes to fung 
ranslates literally as 

ssume it to be some 
form of digestive-tra p 


fficulty. 
Of course, depositors with the HLB 
do not expect their money to be lent on 
the basis of hearsay. So last November, Г 


n interest a report on 
Carrian ^ prepare by a London 
stockbroker which, I believe, is rated the 
best in the City for its Far East research. 
The report, Wilhelm, characterised Car- 
пап as-a dynamic, exciting, well-struc- 
tured company with good prospects. 
Newspaper journalists agreed. They 
are not always to be relied on, of course. 
but both. local and international. press 
were as one in praising Carrian's *turbo- 


charged drive for cash generation," its | 


“unslakable appetite for premium asset 


acquisition" and the like. Such unques-- 


So where, I imagine you.a ng ti 
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will." Writing this sort of asset down 
of course, prudent book-keeping. Ви 
goodwill has, I would argue 


tioned enthusiasm, convinced me that |. 


| this wasa party to which the HLB sho 


be invited. So we went. | 
And here we still are. T am wiser, now 
Wilhelm. A man ages fast in Hongkong, 


particularly a banker in these troubled |.p 


times. I can see where enthusiasm m 


"have got the better of me, and it is no 


fence for an HLB man to say he was i 


ir- | good company. корону Wilhelm, 1 
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“And scarcely dare I breathe it, dear 

league, for the implications will do : 

less than undermine seven governme 

Y but the incredible truth is tha us © 
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By Susumu Awanohara 


—— Jakarta: Although it is still another year 


before the current contract between state 
oil company Pertamina and Caltex of the 
United States expires, there has been 


— much public discussion lately on the terms 


of the replacement contract which will 


` take effect from November 1983. Caltex 


— accounts for nearly 50% of Indonesia's 


-— erude-oil production and Pertamina feels 
— the American company can stand a little 
_ more squeezing. Public opinion also calls 


for a greater "take" for Indonesia. The oil 
industry as a whole is interested in the 
negotiations because the results may well 
affect others’ relationships with Per- 
tamina directly or indirectly. 

Caltex signed a contract of work with 


` Pertamin (which later became Pertamina) 
- in 1963 which said in essence that Caltex's 
_ revenues minus costs would be split 60:40 


between Pertamina and the contractor. 
But generally, Jakarta was unhappy with 
arrangements which gave foreign contrac- 


- tors control over the entire process from 
. exploration to marketing. 


In the mid-1960s the Indonesians intro- 


` duced so-called production-sharing con- 


tracts which provided that management 


` rested with Pertamina and oil, rather than 





| | profits, was split. Production-sharing con- 


| Partners in need 
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_ Indonesia wants a larger share of the output 
from Caltex's oil operations in the country 


tracts became the norm and by 1970 the 
share of oil output, after the contractor 
had taken a portion to recover costs, was 
more or less standardised at 65% for Per- 
tamina and 35% for the contractor. It was 
also decided that in case a contractor's 
production exceeded 75,000 barrels a day 
(b/d), a sharing formula of 67.5:32.5 
would apply for an output level of 75- 
100,000 b/d and a ratio of 70:30 for more 
than 100,000 b/d 

Sensing rising nationalism іп In- 
donesia's oil policy, Caltex agreed with 
Pertamina in 1971 that when the current 
contract expired in 1983, a production- 
sharing contract would be introduced. 
Thus a production-sharing contract cover- 
ing 1983-2001, setting a ratio of 70:30 for 
old oilfields and three-tier ratios (of be- 
tween 65:35 and 70:30 according to out- 
put) for new fields requiring substantial 
investment by Caltex, was signed 12 years 
before it was to become effective. 

In 1978 the two sides agreed that this 
1971 contract should be extended until the 
year 2013. The general assessment among 
experts is that Caltex acted flexibly out of 
enlightened self-interest. In contrast, 
Shell, for example, reacted strongly to- 
wards the nationalist tide, sold its interests 


The way is openin for direct Japanese participation 


By Brian Robins 


I . Sydney: Lar, rgely because of financial con- 
` straints face 


by Woodside Petroleum, 
two Japanese trading houses, Mitsubishi 


. Corp. and Mitsui and Co., have been in- 
` vited to take up direct equity in the giant 


Northwest Shelf project. The Japanese 
groups are negotiating to buy a one-sixth 
equity stake in the liquefied natural gas 
(LNG) production, shipping and market- 
ing phases of the project. However, they 
will not be offered direct equity in the ac- 
tual gas reserves the project will be 
exploiting. 

The entire project is 50% owned by 
Woodside Petroleum. One-sixth each is 
held by British Petroleum and Chevron, 
with a further one-sixth split between 
BHP and Shell Australia. Woodside will 
retain its 50% share in both the offshore 
reserves and in the domestic phase of the 
project. But to finance its full share of the 
export phase of the project, which in- 
cludes the LNG production and shipping, 
Woodside would have needed to come up 





_ in Australia's Northwest Shelf energy project 


with more than A$3 billion (US$2.83 bil- 
lion) which would have been both difficult 
to raise and to service, given the com- 
pany's comparatively small size. 

If the two Japanese groups do take up 
equity, it will result in a fall in the Austra- 
lian share to around 30% of the LNG pro- 
duction, shipping and marketing phases of 
the project — substantially below Austra- 
lian Government foreign-equity guide- 
lines of 50% Australian ownership of 
domestic resource enterprises. While 
senior government officials, the Foreign 
Investment Review Board and senior 
members of the opposition Labor Party 
have not objected to the move to intro- 
duce Japanese equity, they have yet to re- 
ceive a formal application for considera- 
tion. There will be trememdous pressure 
on the government not to block the appli- 
cation if it goes ahead, since this might 

rdise the future of the project. 
egotiations have only recently com- 
menced with the two Japanese groups. 
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Sudomo: no nationalisation. 


and pulled out in the mid-1960s. (Shell has 
since attempted to return to Indonesia 
through participation in oil-development 
companies, technical cooperation and 
through provision of finance.) 

However, conditions have changed 
drastically since 1971 and the 70:30 ratio is 
no longer realistic. The basic terms of pro- 
duction-sharing contracts were changed in 
1976 from a 65:35 split in favour of Per- 
tamina to 85:15. Caltex realises this and is 
not insisting on the 70:30 ratio, but the In- 
donesians appear to feel that even an 
85:15 split is too good for Caltex. 

In recent weeks, the press has reported 


Both groups have direct participation in 
other LNG projects around the world, 
and they have also been helping the pro- 
ject members in their marketing negotia- 
tions with Japanese utilities. Sales con- 
tracts covering the output of 6 million ton- 
nes of LNG a year for export to Japan are 
still under negotiation, and are not likely 
to be resolved for some time. Increasingly 
bearish forecasts of Japanese energy con- 
sumption in the 1990s have clouded the 
negotiations. 


oodside needed definite sales con- 

tracts in hand before it could nego- 
tiate its second tranche of borrowings to fi- 
nance the second (export) phase of the 
project. But prolonged delays and high 
international interest rates may have 
threatened the rate of return it anticipates 
from its involvement in the project. So it 
decided to cut back. The reduction of its 
share of the second phase of the project 
will save Woodside approximately А$1 
billion. 

Exports aside, there is also likely to be a 
production surplus in the initial years of 
the domestic phase of the project. Early 
demand forecasts drawn up by the State 
Electricity Commission (SEC) of Western 
Australia have proved inaccurate. The | 
SEC has now advised the partners in the 
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comments questioning the wisdom of the | 

























. 1971 agreement or the need for continued 
help from Caltex "after more than two de- 
cades of transfer of technology." Most of 
the comments call for *a better deal" for 
Indonesia than 85:15 and one union leader 
advocated nationalisation — a suggestion 
which was promptly ruled out by national 
security chief Adm. Sudomo. The main 
argument for a better deal is that in most 
areas of its operations, Caltex has more 
than recovered costs and continues pro- 
ducing without additional risk. 


he president-director of Pertamina, 

Judo Sumbono, was quoted as saying 
that even if Caltex were to accept the 
83:15 ratio, it would have to adhere to а 
three-tier system. Apparently he meant 
that the 85:15 split would only apply to the 
first 150,000 b/d, with progressively better 
rates for the government at the 150- 
250,000 b/d level and for levels above 
250,000 b/d. 

For those familiar with the actual profit- 
sharing arrangement currently in force be- 
tween Caltex and Pertamina, Sumbono's 
statement was not surprising. In 1974, 
contract-of-work agreements (as well as 
some sharing arrangements) were modi- 
fied to improve Pertamina's take, which 
was justified, according to the Indone- 
sians, by the rise in the price of oil. If oil is 
sold af less than an arbitraily determined 
base price, the contractor's revenue minus 
cost is split 60:40 as in the 1963 agreement. 

The base price was set at US$5 a barrel 
as at January 1, 1974 and has crept up 
slowly to the current US$9.48, tied as it is 
to an inflation index published by the 
United Nations. If oil is sold at more than 


project that the recession is biting into 
Western Australia's economy and could 
lead to a shortfall in sales of some of the 
gas contracted for in the early vears of the 
project. 

The SEC has been marketing the 
surplus keenly to no avail. It is likely that it 
may try to reduce the initial offtake of gas. 
It has already deferred the start-up of its 
gas deliveries by three months until Sep- 
tember 1984, and has provisions to delay 
deliveries further. 

The SEC has contracted to take 380 mil- 
lion cu. ft of gas a day, but it will only be 
able to use 280 million cu. ft, leaving a 
surplus of 100 million cu. ft. A South Ko- 
rean group, ICC Construction Corp., has 
been discussing the prospect of building its 
own power station and aluminium smelter 
in Western Australia, using gas from the 
Northwest Shelf project, though even if 
these plans proceed there will be little 
work on them until much later this de- 
cade. 

The pipeline for the transport of gas 
supplies to Perth. is expected to be com- 
pleted by mid-1984, and it is hoped that 
there will be initial gas deliveries of 
around 100 million cu, ft from that time, 
which: could help offset a part of the 
surplus which could arise once the first 
phase of the project is in place. 
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the base price, the base revenue (base 
price times quantity of oil sold) is split 
60:40 after the cost is recovered by Caltex, 
but the contractor's additional revenue 
(total revenue minus base revenue) would 
be split at ratios more favourable to Per: 
tamina than 60:40. For the first 150,000 | 
b/d of production, the additional revenue | 
would be split 85:15, for production of 
above 150,000 b/d and up to 250,000 b/d, 
the ratio is 90:10 and finally, for produc- 
tion beyond 250,000 b/d, the ratio is 95:5 
in favour of Pertamina. 

Thus the current profit-sharing arrange- 
ment is much more favourable to Per- 
tamina than the original 1963 contract 
would suggest. With the actual’ price 
standing at about US$35, or nearly quad- 
ruple the base price, and with average pro- 
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duction approaching 760,000 b/d (in 


1981), already the ratio of 95:5 applies to 
roughly half of Caltex's oil output. 
Nonetheless, the scrapping of the 1963 


agreement with its60:40 ratio (which to be — 


sure now applies only toa small portion of 
the oil produced by Caltex) will worsen 
the terms for the American company and 
it can be expected to fight for the best pos- 
sible deal. Pertamina, on the other hand, 
is under domestic pressure to come out of 
the negotiations victorious, or at least ap- 
pearing so. 

But as one top Indonesian oil official 
put it, the country's rich but scattered oil 
resources condemn it to work with foreign 
contractors. The formula to eventually 
emerge from the negotiations is difficult to 
predict but realism is likély to prevail. 
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COMPANIES 


By Christopher Wood 
Hongkong: The financial crisis at Carrian 
Investments is producing a good deal of 
speculation in financial circles here as to 
who will be the next casualty of Hong- 
kong's burst property bubble. A number 
of companies are suffering severe strains 
С оп their cash flow, causing banks to 
monitor the position much more closely 
and to cooperate in preventing one default 
— which could trigger others. Meanwhile, 
stockmarket trading in the shares of Eda 
Investments has been suspended and 
‘another salvage operation is under way. 
Following Carrian Investments' earlier 
admission of "short-term liquidity pro- 
` blems" (REVIEW, Oct. 29), came an an- 
nouncement on November 1 that a mer- 
chant bank, Schroders & Chartered Ltd, 
‘has been appointed by Eda to prepare 
proposals for a debt-rescheduling package 


Total borrowings 
Shareholders’ funds 
Total debt to 
equity (%) 
Total debt to capital 
employed (%) 
2 NAV/share (book) 
|^ (HKS) 
| Interest charges 
\ (at 15%) 
Ta Debt-service 
n ratio (%) 





163.59 
43.2 
19.4 


Total borrowin 

Debt to equity (76) 

Debtto capital employed (%) 
*Market (est.) 

Table adapted from a document рге 
out gearing ratios for property devel 
as some market sources d scribed i 
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Boom, bust—and fallout 


` With salvage operations under way at two Hongkong . 
.. property firms, the question being asked is: who's next? 


lopers which “might be" having trouble. It was meant to provide a talking point for dealers ап 
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the bull-market od 

Carrian's financial adviser, Wardley — 
the merchant-banking arm of the Hong- 
kong and Shanghai Banking Corp. — is 
meanwhile putting together an informa- 
tion package to satisfy some 30 banks. Itis 
due to be in the hands of bankers by 
November 6. However, it will contain no 
proposals relating to the rescheduling of 
debt, nor will it contain any information 
on the mysterious Carrian Holdings. 
These will follow later. 

An agreement to reschedule Carrian's 
debt is necessary before a proposal to raise 
HK$500 million through an issue of 
cumulative convertible redeemable pre- 
ference shares can take place. 


o secure their agreement, involved 

bankers say Wardley will have to obtain 
more information from Carrian than has 
until now been forthcoming — both about 
the quoted arm and the parent, Carrian 
Holdings. This is all the more relevant as 
the Hongkong Bank group (including 
Wardley in its capacity as a deposit-taking 
company) is reckoned to be Carrian’s 
largest creditor. This contrasts with Eda: 
Schroders & Chartered has never lent to 
the group, but the Hongkong Bank group 
is again a creditor, to; the tune of 
HK$230.6 million. Asked aboute this, 
Schroders and Chartered’s director in 
charge of corporate. finance, John 
Reynolds, remarked: “If we were also the 
bankers the other banks are obviously 
going to be suspicious: The fact we are 
totally independent makes it a lot easier." 

Schroders in fact submitted its propo- 
sals on Eda Investments to the banks on 
November 2. The merchant bank was 
asked to step in, Reynolds said, more than 
а week before the suspension of trading, 
because Eda saw the "writing on the 
wall." The proposal calls for Schroders & 
Chartered to manage thé cash positions of 
both Eda and Chung's personal assets, 
provisionally for a year, though that 
period can be altered. by creditors. The 
merchant bank estimates current out- 
standing credits to Eda and Chung at al- 
most HKS$2 billion. Chung and private 


involving more than 20 banks plus numer- 
ous other financial institutions and indi- 
viduals. In effect the merchant bank 
would be acting as unofficial receiver, 
managing Eda's affairs for a provisional 
one year. 

The group, which at the end of 1981 had 
net liabilities of HK$1.4 billion (US$203.5 
million) against assets of HK$1.06 billion. 
was known for its close association with 
Carrian, reflected in a number of joint 
ventures. That former partnership has 
since turned into a public feud — Eda 
chairman Chung Ching-man is suing Car- 
rian's chairman (and his former employ- 
ec) George Tan. alleging default on a 
share-purchase agreement. The present 
troubles at Eda and Carrian go wider, 
however. They are symptomatic of the 
problems currently facing all property de- 
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Miramar Hotel. Carrian's big deal for old site. - 


companies his family controls are also 
listed as guarantors of another HK$1.64 
billion in loans that could be called in by 
banks. 

With Eda facing a monthly interest-rate 
burden of some HK$17.1 million against 
an estimated monthly income of HK$6.7 
million from properties mortgaged against 
outstanding loans, Schroders & Chartered 
has made а number of sweeping propo- 
salseIncome earned by Eda on properties 
secured against loans will be distributed to 
the banks, while any other income will be 
paid into a trust account managed by the 
merchant bank. Eda, which will have to 
obtain Schroders & Chartered's permis- 
sion before committing funds beyond any- 
thing but a day-to-day basis, is also re- 
quired to cancel its recently announced in- 
` terim cash dividend of 2.5 HK cents, 
thereby saving HK$13.5 million. Chung's 
private interests will be subject to the 
same controls. 

Schroders & Chartered views the pro- 
posals as the only option in a critical situa- 
tion. The idea, one director said, is to put 
the banks in the position in which they 
would find themselves if they had called in 
their loans. But, instead of the property 
market being flooded with Eda's property 
portfolio, as would then happen, the mer- 
chant bank's strategy is to try to sell 
selected developments gradually in the 
hope that the total debt will eventually be 
reduced to comfortable proportions. Eda 
has a broad portfolio of commercial, resi- 
dential and industrial property in Hong- 
kong. Given the massive oversupply in 
Hongkong's property market and the re- 
cent drying viol demand, that could take 
much longer than a year. But as one 
Schroders & Chartered director observed: 
“What is the alternative?" 

The merchant bank is optimistic about 
the outcome of the proposals, and its 
_ views were endorsed by a director of one 
Eda banker contacted by the REVIEW. 
The information supplied provided the 
“basis of an agreement” though “further 
expansion” would be necessary, he said. 

Despite the banks’ brave public state- 
ments, it is clear they are all conducting 
themselves in the present parlous cir- 

cumstances with the utmost caution. In 
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Hongkong's criss-cross world of joint ven- 
tures and groups of companies under the 
control of individual families, the poten- 
tial ripple effect of any one default is all 
too apparent, not to mention the breaking 
of cross-default clauses in other loan 
agreements. As one banker told the 
REVIEW: “All prudent bankers are keep- 
ing their ears to the ground. There now 
tends to be more exchange of information 
on an informal basis to make sure that no- 
body presses the panic button." 


n these circumstances, market atten- 

tion will continue to focus on other de- 
velopers looking vulnerable. One candi- 
date is Associated Hotels which recently 
was granted several months' extension to 
a six-month HK$136.2 million loan by 
Manufacturers Hanover Trust Co. 
Another late entrant to the property mar- 
ket, Associated Hotels is controlled by 
members of the same Chung family which 
controls Eda. At September 30, 1981, the 
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erties under development was H 
million. Since then, the company has fully 
drawn down a HK$650 million medium- ~ 
term loan signed in June at 1.5 percentage - 
points over the Hongkong inter-bank of- _ 
fered rate. This was, interestingly, half 1 
lead-managed by the Canadian Imperial | 
Bank of Commerce and half by Yien Yieh _ 
Commercial Bank, a sister bank of the 
Bank of China, marking the first ime a — 
Chinese bank has taken up 50% of a syndi- 
cated facility. td 

The extent of the company's gearing iS — 
clear from the table. But what is also signi- _ 
ficant about Associated Hotels is its 18% 5 
stake in the Hang Lung-led consortium _ 
formed to build developments above Mass — 
Transit Railway stations оп the proposed _ 
Island Line. The view now is that the gov- 
ernment’s policy of trying to finance the 
building of an underground railwa! 
through the profits of property develop- 
ment is coming under threat. Hang Lung 
is itself hard pressed. Yet the consortium 
is due to pay a premium of HK$1.82 
lion for the Admiralty II site, a price fixed — 
at 1981 peak property prices. With the | 
value of the site now likely to be closer to _ 
HKSI billion, analysts say the government — 
would be cutting its own throat if it forced к 
the consortium to pay up on previously _ 
agreed terms. 

Indeed, there is increasing market соп» | 
jecture that some form of expedient read- | 
justment of the premium may be in the 
offing, especially as the premium for Admi- — 


гану П has still not been paid up, though it a 
was fixed in August. In thiscontext theim- — 
port of potential liquidity problems at As- — 

sociated Hotels is critical. Certainly, the — 
present dilemma would seem to justify | 
those critics who argued that the govern- _ 
ment made a grave mistake in giving the _ 
Island Line contract to the highest ten- 
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Are you Switched into Swiss Francs, Depressed by 
Deutsch Marks or Troubled by Treasury Bonds? © 


We are a specialised Currency and Financial Futures 
Company offering advisory and brokerage services for 
Institutional users. | 

We have a long established news letter with a 
worldwide readership and also offer daily telexed market 
reports and comments. 

We are members of INTEX, and associated on all the 
major anges. 
For details of how we can help you with financial 
advice, please contact:- 


WINCHESTER CORN EXCHANGE LIMITED 
Harman House, Andover Road, Winchester, Hants, U.K. 
Telephone: 0962 69326 Telex: 477956 Wncorn G 
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This comprehensive listing of market mailing aid. 
Hong Kong's top people with . WHO'S WHO IN HONG - тҮз 
. photos has now been updated. ^ KONG is a valuable research - 

3 compiling the names. tool for scholars and jour- 
ncluded in this book; the == nalists, both at home and _ 

; abroad, and a handy refer- 
ence book for businessmen - 
overseas interested in the 
affairs of the Colony. 


The book also catalogues D 
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But such considerations will probably 
continue to take second place pending the 
expected announcement on Carrian. With 


no clear idea of the extent of the group's 
debts, there has been considerable discus- 
sion over the role of the Hongkong Bank, 
which has agreed to underwrite half the 
proposed preference issue. Another talk- 
ing point is Carrian Holdings’ commit- 
ment to underwrite the other half. One 
merchant banker commented that it could 
well be that it was the parent company, 
and not Carrian Investments, that was 
really str for cash. “1 suspect the 
‘Hongkong Bank is fronting up the full 
HK$500 million and making it appear a bit 
vg from the public point of view," he 
said. 

, Whatisclearis that Carrian may have to 
‘sell off some of its assets. It has said it will 
be “rationalising investments and reduc- 
ing its commitments.” But the trouble is 
‘that the unwieldy conglomerate's assets 
are not very marketable. Some 70% are in 
Hongkong property, where sales have 
‘completely dried up since British Prime 
‘Minister Margaret Thatcher's visit, while 
sale of any vessels (through Carrian’s 65% 
holding in Grand Marine) would be into 
the most depressed of markets. Noting 
this, ene analyst remarked that the most 


marketable was Carrian's 18.8% stake in _ 


Japan's Nikkatsu Corp., which is princi- 
pally engaged in making soft-pornography 
films. 


Carrian's current problems also have 
implications for Hongkong's largest prop- 
erty company, [зө Land, which is 
buttressed against the present downturn 
through its rental earnings from prime 

ildings in the Central financial district. 

trian and Land are involved in a 
number of joint ventures. The most im- 
portant is the development of the old 
Miramar Hotel site in Kowloon. In Au- 
gust, 1981 a consortium in which the Car- 
пап group had a 55% interest paid 
HK$2.8 billion for the 85,960 sq. ft site on 
deferred terms — at that time the most ex- 
pensive property deal ever. 

A third of that sum has now been paid, 
with the rest to be settled on May 4, 1983. 
Hongkong Land shareholders will there- 
fore be glad to note that liability under the 
agreement is "several," not joint and sev- 
eral. In other words, Hongkong Land and 
the other consortium partners will not 
have to pick up the tab if Carrian is forced 
to pull out or reduce its interest. Thisis im- 
portant as the project could lose money. A 


sales projection made by stockbroker de | 


Zoete & Bevan puts Carrian's loss on its 
50% stake and Land's on its original 25% 
interest (Land has since increased its hold- 
ing by 10% at an unknown cost) at 
HK$986 million and HK$495 million re- 
spectively. 

In another joint venture between Land 
and Carrian Investments, Carrian is to 
buy a 50% stake in three residential build- 
ings for HK$499 million, to be paid in in- 
stalments during this year and 1983. A 
Land spokesman said that so far all the 


. money due has been paid. Шш 







The hollow ring of tin 


A combination of low tin prices and stiff 
export restrictions slashed net profit at 
state-owned Malaysia Mining Corp. 
(MMC) in the half year to July 31. From 
M$42.5 million (US$18 million) in the 
previous seven months — the first full 
accounting period under MMC's revised 
financial calendar — post-tax income 
dropped to just M$21.4 million after a 
tax charge 29.8% lower at M$18.7 mil- 
lion. After minority interests and an 
extraordinary gain of M$11.2 million 
(arising largely from subsidiary South- 
ern Malayan Tin Dredging's disposal of 
its shares in the company) attributable 
pun totalled M$31.2 million, 91.7% 

than in the previous period. Then, 
however, they were swollen by ММС» 
acquisition of a one-fifth stake in Sime 
Darby — a holding which the company 
now plans to divest to overcome cash- 
flow problems. 

The board declared a gross interim di- 
vidend of 7 M cents, down from the final 
10 cents paid out in the July-January 
period, and forecast a further deteriora- 
tion in results for the second half. Tin- 
export controls, first i by the In- 
ternational Tin Council in April, have 
recently been extended until the end of 
1982. MMC and its four wholly owned 
subsidiaries — Southern Malayan, Bidor 
Malayan Tin, Lower Perak Tin Dredg- 


Profit currents 


Three leading Japanese electrical-pro- 
ducts makers, Hitachi, Toshiba and Mit- 
subishi, increased their net income in the 
half year to Sept. 30, Toshiba’s increase, 
of 17%, was the highest, followed by 
Mitsubishi with 14% and Hitachi with 
8%. The rises boosted net income for 
Toshiba to ¥24.7 billion (US$89.2 mil- 
lion), for Mitsubishi to ¥11.9 billion and 
for ‘Hitachi to ¥35.6 billion. 

The profits were made on sales of 
¥880 billion for Toshiba (up 1%), 
¥672.7 billion for Mitsubishi (up 7%) 
and ¥1,149 trillion for Hitachi (up 
11%). All- three reported favourable 
sales of industrial electronics. even as 
the market for home appliances drop- 
ped. Toshiba’s dependence on home 
appliances was responsible for its small 
sales increase. Hitachi's computer sales 
climbed 20%, its performance in this 
area apparently none the worse for the 
Japscam affair in the United States. 
Contributing to the advances in net 
income was the depreciation of the 
yen. 

For the current half, the three expect 


"favourable sales of industrial electronics 


but a recovery in the heavy-electricals 
and home-appliances markets look ий- 


ing and Southern Кіма Consolidated — | | : 


were together assigned a production 


quota of 1,028 tonnes, or just 52.9% of | 


their normal output, for the July-Sep- 
tember quarter, and a similar allocation |. 


for the following three months. Thirteen | 


of the group's 38 dredges are curent i 
out of action, including five shut down | 
by associate compani ines, 
Ayer Hitam Tin Dredging and Berjuntai 
Tin Dredging and one suspended earlier 
by Southern Malayan. — JEFFREY SEGAL 


likely. Hitachi expects a 7% increase in 
recurring profit for the full year, Toshiba 
expects a levelling off while Mitsubishi | 
expects a 5% rise. Net income per share 
for Hitachi was ¥12.82 (¥12.23 previ- | _ 
aril for Toshiba ¥9.98 (¥9.32 previ- | _ 


ously : 
previously). Hitachi’s and Toshiba's di- 


vidends were ¥3.5 (¥3 previously) and | 


for Mitsubishi ¥3 (unchanged), 


Financier 


Big financier Australian Guarantee 


— KAZUMI MIYAZAWA | - 


Corp. boosted its net profit 19% to | ih 


A$86.3 million (US$81.4 million) in the 
year to Sept. 30. The solid rise masks a 
major slowdown of profit growth in the 


second half to only 3%, substantially less | - | 


than the 38.5% in the first six months. 
Gross receivables rose 21% to A$4.87 
billion, up from A$4.04 billion in the 
previous year. Net receivables rose 19% 
to A$3.68 billion, up from A$3.1 billion | 
previously. = 

Reflecting the increase in domestic in- 
terest rates during the year, interest 
charges rose to A$404.9 million, up from 
A$293.57 million a year ago. The final | 


dividend of 6 A cents a share takes the | — 


annual payout to 11 cents, up from 9.38 
cents previously. — BRIAN ROBINS 
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b ER. concerns played a major role 
"n MA in influencing regional stockmarkets 
L— in the period to Nov. 1. Such concerns — 
| ranging from a tough budget in Malaysia 
be to political uncertainties in Australia and 
| anxieties over property firms in Hong- 
kong — tended to pull prices down- 
|. wards. 

Re 


.. Kuala Lumpur 
— Unsettled by the tough 1983 budget, the 
— market reversed the previous period's 
— strong gains, with Fraser's Industrial 
Index dropping 51.46 points to close at 
2.397.73. Total turnover was sharply 
| down at 28.6 million units, the lowest vol- 
ume for a month, while values eased 27% 
- to M$79 million (US$33.5 million). Mar- 
ket leader for the second period running 
was United Engineers (Malaysia), which 
fell back 7 M cents to M$1.17 on turnover 
of 1.6 million shares. The company had 
earlier announced losses of M$16.5 mil- 
lion in the first half, and is retrenching 
110% of its employees. Moving up to sec- 
| . ond place was Malayan United Industries, 


Eke ET. 





downwards 


which closed 4 cents down at M$3.66 after 
announcing that its bid to take over Deve- 
lopment and Commercial Bank had been 
called off. Tobacco and drink stocks, hit 
by increased duties in the budget, mainly 
finished lower. 


. 

Singapore 

Recent advances were checked, though 
losses remained minimal and an expected 
correction was only partly realised. 
Fraser's Industrial Index moved down 
32.08 points in the five sessions ended 
Nov. 1, finishing at 4,130.82. The Straits 
Times Industrial Index lost 7.5 points, 
ending at 719.08. Volumes were down but 
still firmly in the range of 8-12 million 
shares daily. A number of analysts now 
believe the market should find firmness at 
the mid-600s level on the Straits Times 
index. 


Hongkong 

The prevailing gloom turned to near-panic 
on Oct. 26, the first day of the period, as 
prices toppled in response to news that 





property-based Carrian Investments was 
hard put to repay its debts. The Hang Seng 
Index went into a deep dive, losing 78.92 
points. But in the two days that followed, 
a mild recovery took place amid a general 
feeling that the selling had been overdone. 
Then, in the last two trading days of the 
period, sentiment soured again on new in- 
dications that apart from Carrian, other 
property firms could be entangled in seri- 
ous debt problems. The Hang Seng Index 
closed the period at 771.85, down 60.8 
points. Analysts said that unless investors 
were given firmer assurances on Hong- 
kong's future, the market's prospects 
were shaky. 


. 

Australia 

The Australian All-Ordinaries Index 
closed at 504.1, for a drop of 4.7 points. 
Trading was strongly influenced by trends 
overseas, especially in New York. How- 
ever, turnover was very low, with little 
scrip coming onto the market despite keen 
sellers in some sectors. There was con- 
tinued nervousness about a possible early 
federal election. Prime Minister Malcolm 
Fraser has refused to rule out such a pros- 
pect, thus fanning speculation. Until in- 
terest rates fall, or the possibility df an 
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early election is quashed, the market is 
likely to remain featureless. 


New Zealand 


Prices traded down on increasing volume 
and the index showed its biggest drop for 
some weeks. The market was reacting 
nervously to Fletcher Challenge’s an- 
nouncement that it was negotiating to pay 
around NZ$450. million (US$323.7 mil- 
lion) to acquire Crown Zellerbach's loss- 
making Canadian subsidiary. Increasing 
concern over trends in company profita- 
bility and a further tightening of liquidity. 
pushing up short-term interest rates, also 





à cloud over the market, though share 
prices rebounded on thin trading in the 
latter part of the period. Attention 
centred on medium-priced blue chips and 
certain speculative issues. Small stocks as- 
sociated with specific parliamentary fac- 
tions rose substantially as political money 
flowed in. The Nikkei-Dow Jones Aver- 
age closed at 7,334.64, up 30 points in the 
period on lacklustre turnover. 


Taipei 
The average weighted price index rose 4 


points to close at 479.22. Average volume 
climbed to NT$616 million (US$15.4 mil- 


ther a government proposal doing away 
with anonymous securities. transactions 
would be approved or pigeon-holed. Re- 
ports of better profits for cement com- 
panies pushed these issues higher with 
Sungshin Cement gaining Won 105 (12 US 
cents). Vehicle issues, among them Kia 
Industrial, gained with forecasts of im- 
proved demand. 











contributed to selling activity; lion). Construction- and paper-company M ila tu 
issues were the biggest gainers. Analysts an Es. 
Bangkok pointed to continued improvement in fi- | Turnover by value contracted by roughly — — 
Prices fluctuated narrowly and the Book | nancial conditions — lower interest rates, | 30% to P11.69 million (US$1.3 million) in — 
Club Index gained 0.87 points to close at | a looser money supply and minor depre- | the holiday-shortened period. There was — — 


111.84. But despite the prospect of further 
declines in interest rates, some analysts 
believe the market is still squeezed by in- 
sufficient liquidity. Nevertheless, turn- 
over improved during the period. 


Tokyo 


The uncertainty caused by the weakness 
of the yen and. the political infighting to 
succeed Prime Minister Zenko Suzuki cast 


ciation of the New Taiwan dollar — as fac- 
tors behind the market's advance. 


Seoul 


The composite stock price index rose 5.2 
points during the period, with average 
daily volume reaching 17.4 million shares, 
making turnover among the highest this 
year. Activity in the market surged as 


fairly brisk activity in high-priced bank 
issues, including a cross-sale of P 1.58 mil- 
lion worth of Banco Filipino shares. But 
volume at 591.7 million shares was just a - 
little more than half the size of that of the 


preceding week as speculative support for і 


Carmen Mindanao cooled down amid 


rumours that the Malaysian partner of this — | 
small gold producer might decide to pull — 


out. 





bulls and bears competed to predict whe- 
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E beginning is not auspicious. For 45 

minutes the diminutive Antonov tur- 
boprop sits on the tarmae at Peking air- 
port with its occupants sweating pro- 
fusely while mechanics apparently try to 
discover how to start the engines. Even- 
tually they do plug the correct lead into 
the correct socket and we head east 
across the low hills of northern China. 
More or less, anyway. In fact, we head 
northeast.at first, Our pilot. prefers to 
follow. the Гапа іл a wide curve father 
than fly ina straight liné across the Bohai 
Gulf to Pyongyang. This way he can 
keep to the roads and railways as a navi- 
gational guide rather in the manner of 
the Great Waldo Pepper, 

At the halfway mark the stewardess 


Pyongyang street scene. a shortage of people. 





brings trays of cold sausage, pickle and 
cake, North Korean beer is served 
lukewarm in tea-cups. The pilot is in 
shirt-sleeves with brightly coloured uni- 
form trousers and gaily coloured braces 
holding them up. This musical comedy 
touch is recalled in the drive into the city 
from the airport. Neatly dressed school- 
children and teenagers appear as if by 
magic on the roadside, waving as our 
cavalcade swishes by. We wave dis- 
creetly back, feeling like the King of 
Ruritania proceeding to his hunting- 
lodge for the weekend. 

Pyongyang is an interesting capital in 
that it appears to have been nothing 
more than a village until the arrival.on 
the national scene of President Kim ЇЇ 
Sung. Kim was born at Mangyongdae, a 
nearby village whichis now a holy 
shrine. The family farm, from the roof 
down to the salt-jar and cooking imple- 
ments used by Kim's parents, is pre- 
served and on display. As we tour the 
Birthplace our guide pauses at intervals 
to explain that He rómped in the sandpit 
here, and He sat on that rock studying 
His lessons. 

The guide at Mangyongdae is an in- 
tense young lady in national dress — un- 











like China, North Korea has not re- 
quired its women to abandon their very 
fetching costume — who refers to Kim's 
family as Mother, Father, Grandmother 
and Grandfatheras if they were the par- 
ents óf the entire nation. Naturally 
enough, according to her, the Kim fami- 
ly singlehandedly liberated Korea from 
the Japanese with Kim Il Sung carrying 
most of the burden. , 

Visitors to North Korea are given con- 
stant attention — surveillance if you like 
— during thcir stay. Sightseeing and 
business are tightly scheduled, and spare 
moments аге disposed of with the in- 
struction: "Take а rest, wait in your 
room." Suggestions from the guest that 
he might go elsewhere and see other 
things are all 
quietly forgotten. 

Obligatory tours 
include the Birth- 
place, the theatre, 
the opera, the 
museum of indus- 
try, the women's 
hospital, the water 
Sports centre, and 
the Metro, All of 
these, built in a 


combined Soviet 
baroque - Koréan 
traditional style, 
are frankly over 
powering. The 
most overpower- 
ing of all is the 
Metro. An obvious 
copy of the Mos- 
cow underground, 
very deep in order 
to double as a nu- 
clear shelter, each station is a Winter 
Palace in miniature. Gigantic glass chan- 
deliers, marble columns and onyx panel- 
lingsurround immense ceramic murals of 
lifeinthe Korean Paradise. 


espite all the grandeur we soon sense 

that there is something a little odd 
about Pyongyang. Something is missing. 
But what? People, that's what. There 
are very few people in the streets and the 
few-there are seem to be doing all the 
wrong things. Any normal city in Asia 
has a character that stems from the ac- 
tivities of its people in the streets. People 
walking, running, idling, sitting or squat- 
ting. People selling, buying, eating or 
drinking. More people arguing, laugh- 





ing, screaming and sleeping. Pyongyang 
has none of this. There are a few people 
about, but they are either hurrying along 
in а determined fashion or they are en- 
gaged in pulling weeds and arranging the 
stones along the roadside — and this last 
is not normally done voluntarily. 

There are no private cars, with the ex- 
ception of the "taxis," imported Mer- 
cedes Benz and Volvos, reserved for the 
use of government officials and fofeign- 
ers. Four- and five-ton military vehicles 
are common, often with rows of farmers 
sitting on wooden benches in the back. 
Scores of such were arriving and depart- 
ing the water sports centre during this 
writer's visit there, and each over-awed 
peasant was issued a small towel and 
soap for a visit to the Japanese-style 
saunas of which the centre has at least 
20. Evidently cleanliness is a reward for 
a fulfilled production target. \ 

Kim is everywhere. His giant photo- 
graph dominates the entrance to every 
public building, and having passed under 
the great man at the portal, one is fre- 
quently confronted with outsized group 
murals of him in the company of de- 
lighted and prosperous citizenry —e or, 
and this one is a favourite, dominating 





The Pyongyang Metro: an underground palace. 


the landscape at the exotic Koomgang 
waterfall (of which more later). A small 
booklet on the country contains 221 
separate references in 118 pages to the 
beloved/respected/great/fearless/victori- 
ous/wise leader Comrade Kim Il Sung. 
Given this immense power and wisdom, 
it is not surprising that the Great Leader 
pops up all over the place giving on-the- 
spot guidance to every sphere of industry 
and commerce (REVIEW, Oct. 29). 
Compared to Kim, Leonardo da Vinci 
was a dullard. And it is not only the 
human skills to which the Great Leader 
lends his on-the-spot guidance — one 
publicity photograph has him explaining 
the finer points of egg-laying to two tiers 
of battery hens. 
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There are two hotels in Pyongyang. 
Onc. in the downtown area, is used for 
East Europeans (plus the occasional 
Cuban), while the second, in a beautiful 
parkland setting, houses Japanese and 
Westerners. There are also a couple of 
Chinese but whether they take their 
housing with the Westerners as a compli- 
ment or an insult is not known. This 
hotel has some 400 rooms, of which 383 
were empty during this writer's stay. In 
the dining-room Western dishes have an 
almost farmhouse simplicity which is 
quite attractive, but the Korean food is 
well below the quality and variety nor- 
mal in the South. 


Мете can be а strange experi- 
ence. The hotel is set on a slight rise 
in the park, about a mile from a complex 
of buildings comprising the opera, the 
theatre and several monuments, the out- 
lines of which are clearly visible above 
the trees. At about 9 p.m. this complex is 
floodlit and searchlights rake the sky. 
Choral music of the Wagnerian variety 
on massive amplifiers floats across, end- 
lessly repeating its themes until 4 a.m. or 
5 a.m. so that all night one drifts in and 
out Of an operatic doze — rather like tak- 
ing a trip with Otto Klemperer. 

As far as we can tell all trains leaving 
Pyongyang for other parts of the country 
do so between the hours of midnight and 
2 a.m. Sleepers are provided for foreign- 
ers but so great is the rhythmic clatter 
from the wheels on the sadly deficient 
roadbed, that sleep is not easy. There 
are frequent halts of as much as an hour, 
and as the dawn comes we can climb 
down on to the platform and admire the 
North Korean-made locomotives — 
spotlessly clean and shining, with every 
rivet and connecting rod polished. 

For the two-day trip to Koomgang 
mountain and waterfall the train arrives 
at the east coast port of Wonsan at 7:30 
a.m., after which there is a three-hour 
drive, mostly parallel to the coast, until 
we reach the resort area. Between the 
start of vegetation and the seashore is à 
continuous four-metre-wide strip, re- 
portedly mined, protected on either side 
by an electrified fence. This, we under- 
stand, is to deter invaders from the 
South. Inexplicably, at a beach restau- 
rant where we stop for drinks, at least a 
quarter-mile of white sandy beach is free 
of any impediment and there is no sign of 
soldiers or special defences. If we were 
leading a force of South Korean Marines 
we would know where to land. 

One day, when North and South have 
settled their differences, this northeast- 
ern coast of Korea has wonderful pro- 
mise as a tourist attraction. Magnificent 
jagged mountains and dazzling rivers: 
some infrastructure such as rest-houses 
(onc cannot call them hotels) are already 
in place. 

An excursion of a very different kind 
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might be called The Viewing of The 
Gifts. Again, the train pulls out at 2 a.m. 
for a five-hour ride into the interior. This 
time, however, a mere 10 minutes by car 
brings the visitor to the International 
Hall of Friendship, set in an incompara- 
bly lovely mountain valley complete 
with trout stream. 

The hall, built entirely of stone in Ko- 
rean style, comprises about 40 rooms 
crowded with hundreds of glass exhibi- 
tion cases. In these are grouped by conti- 
nent and country every gift that the na- 
tions of the world have presented to 
Comrade Kim Il Sung. The gifts range 
from the sublime (superb antique porce- 
lain from China) to the slightly ridicul- 
ous — a machinegun from the Viet- 
cong and a Parker 75 pen with refills 
from the Egyptian charge d'affaires. 

The Dutch gave tulip bulbs which, of 
course, should have been planted 
around the grounds of the hall. Instead, 
they shrink a little each year, like Hol- 
land as the North Sea eats away at its 
coastline. There is ivory and ebony from 
Africa, silver from Cambodia and Leba- 
non, superb Bohemian glass from 
Romania and Czechoslovakia. Some- 
how we learn that there is a gift from the 
United States. We can't wait to see what 
it is, or, more important, who sent it. 
The Save MacArthur League? The 
grateful wives of the Pueblo's crew? 
Eventually we find the item — it is a 
"freedom banner" in somewhat purple 
prose from an underground workers' 
movement in Cleveland or Detroit. 

One clear conclusion from this visit: if 
the two halves of Korea can ever find a 
mutually acceptable formula for reuni- 
fication, and if they can then make the 
formula work, North and South will 
complement each other economically 
like two pieces of a broken biscuit. The 
extensive coal, iron ore and minerals of 
the North, the scenic tourist landscapes, 
not forgetting the 20 million additional 
consumers, are exactly what the South 
needs. And the advanced industrial 
skills of the South, together with its ex- 
cellent record of attracting foreign in- 
vestment, could transform the present 
sluggish economy in the North. 

And if anything can bring about an im- 
provement in the quality of North Ko- 
rean beer — dreadful stuff now — then 
the world will be a better place: 

— GEOFFREY TAYLOR 
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harbour is right in the heart of 
the Central business district, 
only steps away from 
international banks and 
corporations. 


“The other side isn't. 
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INTER* CONTINENTAL 
ON YOUR SIDE 


Hotel Furama Inter - Continental, 
No.1 Connaught Road Central, Hong Kong. 
For reservations call: Hong Kong 5-255111 
Telex: 73081 FURAM HX Bangkok 2515764 
Manila 89 4040 Singapore 2202476 
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Make your 
reservation 
to stay 
in style 


With just one call we can immediately con- 
firm your reservation to stay in style, in any 
one of the more than 400 Sheraton Hotels 
worldwide. 

We do it with our sophisticated on-line 
computer reservations system. So with one 
call, your questions are answered, your res- 
ervations and requests are confirmed, and 
you can even book a year in advance 

So call Sheratons Reservatron Ill now. 
And make your reservation to stay in style. 





VIENNA, AUSTRIA. . . .0222/54-21-32 
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COPENHAGEN, DENMARK . 01/19-17-00 
LONDON, ENGLAND 01/636-6411 
PARIS, FRANCE 06/079-2800 
DUBLIN, IRELAND. 01/728188 
MILAN, ITALY ‚ .2/654051 
AMSTERDAM, 

NETHERLANDS 020/43-48-74 
OSLO, NORWAY 02/41-69-95 
BARCELONA, SPAIN 03/317-50-68 
MADRID, SPAIN 01/401-20-04 
STOCKHOLM, SWEDEN 08/22-94-55 
GENEVA, SWITZERLAND 22/2 10093 
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Time for a change 
I have read with great interest your arti- 
cles on the factional fighting following the 
sudden and unexpected announcement by 
Prime Minister Zenko Suzuki that he 
would not run in the ruling Liberal Demo- 
cratic Party (LDP) presidential election. 
In his last televised press conference, he 
appealed for restoration of party unity, 
though he admitted that it would be natu- 
ral for several candidates to run in the 
forthcoming presidential election. It was 


Suzuki: a dark shadow. 





an indisputable fact that the feud between 
the factions headed by ex-prime ministers 
Kakuei Tanaka and Takeo Fukuda, re- 
spectively, had cast a dark shadow on the 
Suzuki government from the very begin- 
ning. Now that the Suzuki era is over, the 
LDP should get rid of its old constitution, 
marked by partisan politics and geronto- 
cracy. 


It should embark on a fresh start by 


adopting a new method of party manage- 
ment. beginning with the selection of 
Suzuki's successor. Views of party elders 
should be taken into account, but the exe- 
cutive officials of the. LDP should select 
the party president using a method differ- 
ent from the traditional ones dictated by 
gerontocracy. 

The LDP should also get rid of money- 
power politics. Both the late prime minis- 
ter Masayoshi Ohira and his successor, 
Suzuki, had sought support from the 
largest LDP faction, controlled by 
Tanaka, the primary defendant in the 
Lockheed payoff trial. The new party 
head should be clean himself, and must 
have no affiliation with such corrupt ele- 
ments. 

Tokyo YUTAKA FURUSAWA 


. D B 
Singapore's succession 
Far {тот shaking Singapore Prime 
Minister Lee Kuan Yew's credibility, 
Sheh Ee Erh's letter [REviEW, Oct. 8] 
merely reinforces investors' confidence in 
the republic. For Singaporeans, it is a re- 
lief to know that perhaps after all Lee, a 
known and trusted factor, will be around 
for a long time, despite claims that he 
might soon step down. There is now a cer- 
tainty in Singapore's long-term political 
stability. That augurs well for business in- 
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your gift of Cross 
fine writing instruments 
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distributor or write for our 
business gift catalog. 
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When trading opportunities knock, the Geobankers 
have the banking network to open doors for you. 








With Manufacturers Hanover as your export/import 
bank, you can work with buyers and sellers anywhere 
in the world through safe, reliable and efficient banking 
channels. 

Call on the Geobankers, and you'll have access 
to one of the world's most extensive banking networks: 
over 100 Manufacturers Hanover offices, subsidiaries 
and affiliates in over 40 countries, plus nearly 5,000 
correspondent banks in the U.S. and more than 130 
other countries. 


When you're ready, we're ready. 

At Manufacturers Hanover, we have the systems 
in place to expedite processing of Letters of Credit. 
And we have the people, too, with specialized skills in 
processing required documents swiftly and accurately. 








Also, the international recognition of the 
Manufacturers Hanover name on your Letter of Credit 
helps assure acceptability and prompt servicing. 


Sorting out the possibilities. 


We offer a complete line of services for exporters 
and importers. We can arrange the type of financing 
that suits your needs best, advise you on available 
governmental programs and often get you the best 
rates for your spot and forward currency transactions. 

All are examples of Geobanking *, the word that 
describes the worldwide banking activities of Manu- 
facturers Hanover, a major U.S. bank with $55 billion 
in assets. 

When trading opportunities knock, contact the 
Geobankers. And open doors. 


MANUFACTURERS HANOVER 
The banking source. Worldwide. 


Headquarters: 350 Park Avenue, New York, М.Ү. 
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gaporeans who dread political uncertainty 
mld not deny him a chance. He is а 

good bet to ensure the continuation of Sin- 

gapore’s success story. 
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inthe capability of || 
ajor races 10 coexist in an atmos- | 


iat Ali, in his article about dié Mal- 


ves fisheries [REVIEW, Oct. 15]. relates [| 


the big business side of the story. Some pf- 
years ago, the Maldivian fisherman caught |. 
his tuna апа: brought it back to his atoll | | 
beach where the 


ads and guts were 
hrown into larg 


protein. for the 
fruit. 


ve work and the a 


ied fish. to Male 


“radio or some other material thing and the 


next. we hear of the whole business is 


“quest 10 intérnational agencies to 
the islanders with the problem of protein 


deficiency. 
So, while the so-called economic crunch 


may upset the big fishing. interests; it: 
seems likely it will do little harm to the | 


bulk .of the islanders who ате fisher- 
men: 


Talking and doing 
mmend your correspondent Cheah’ 
Hye for his diligent study of Con- 
| п and Development Corp. of t : 
hi Philippines" паран Status’ [REviEw, 
j Oct.15]. > 
I wish, however, to make a clarification. 


The ‘statement, 
Filipinos is that they talk too much . 


was made in refere 


ts of boiling water, | fi 
hile the rest of the fish was cut up for dry- | 
ing in the sun and eventually transported | 
to Male for export to Sri апка, The soup - 
inthe large pots formed the main source of | 
pulation, whose staple 
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South Korean politics is a many-headed mon- 
ster — more than 300 parties contested the 1948 
election which brought Syngman Rhee to power 
— and it takes a strong man to hold the system 
together. But strong men like Rhee and his suc- 
cessor, Park Chung Hee, have a way of turning 
strength into dictatorship. Now, however, there 
seems to be a real chance that President Chun 
Doo Hwan will break with what has become a 
South Korean tradition and step down voluntar- 
" when his term ends in 1988. Tokyo bureau 
chief Mike Tharp visits Seoul to analyse the 
prospects, talks to politician Oh See Eung about the role of the Na- 
tional Assembly and re-assesses the two Koreas' roles on the world 


stage. Pages 40-43. 


Cover picture from: Sun and Moon — Fairy Tales from Korea adapted by Kathleen Seros, illustrat- 


ed by Norman Sibley and Robert Krause (Hollym International 


Page 12 

Pakistani President Zia-ul Haq, 
visiting Malaysia, stresses the 
value of Muslim brotherhood. 


. 
Page 14 
Opposition leaders in Pakistan 
accuse the government of play- 
ing cat and mouse with the life of 
Nusrat Bhutto. 


Page 14 

Sri Lanka's President Junius 
Jayewardene starts rolling up the 
electoral map, as promised. 


23 
Government ‘reforms in New 
Caledonia are regarded as too lit- 
tle, too late by its Melanesian 


people. ee 
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Foreign relations: Bonds of 
brotherhood 
First step to detente 
Pakistan: Martyr in the making 
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Like it or lump it 
Insurgency: Common concerns 
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Refugees: A change of role 
Cover story: Buying time for 
mud SS 
The go-between seeking a peaceful 
transition of power —— —. _  _ 4 
The North, the South and the 
superpower glacier 
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Page 28 

Asean wants answers on Chinese 
support for Southeast Asian in- 
surgents, but is unlikely to get 
them in Peking. 


Page 45 

Strange though it may seem, the 
United States and communist 
Laos are moving closer together. 


Pages 56-57 
Thailand moves 
to take majority 
control of a lique- 
fied natural gas 
export scheme 
and the present 
operator, an Ame- 
rican firm, puts up 
stiff resistance. 


Diplomacy: In search of new links —— 45 
A puzzle apparent ... 45 
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Takeovers: Bye-bye buy buy in 
Malaysia 
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Pages 58-60 

India's Maruti signs up with 
Japan's Suzuki for joint-venture 
production of low-cost vehicles 
while another Indian company 
runs into trouble over claims that 
it stole an italian company's 
scooter design. 


Page 62 

A Soviet-owned bank seeks to 
open a branch in Tokyo in a move 
E with diplomatic ramifica- 
tions. 


Pages 71-74 

As tremors of uncertainty about 
Hongkong's political future con- 
tinue to buffet the territory, vari- 
ous Asian countries seek ways to 
woo money and manufacturers 
which they think may want to 
leave Hongkong. 


Page 78 

Pakistan's untying of the rupee 
from the US dollar fails to stimu- 
late export growth. 


Page 86 

Regulatory authorities for a third. 
time dent a bid by Malayan United 
industries to buy growth. 


Page 91 

Hongkong's Island Line under- 
ground railway extension faces a 
huge financial crisis because of 
the property market's collapse. 


Companies: Japan's slow-go- 
shosha —— — 32 2-5 unc 89 
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South Australia 

‘swings to Labor 

The opposition Labor Party 
won the state elections in South 
Australia on November 6, sig- 
nalling a possible nationwide 
trend. Led by John Bannon, 
39, Labor secured a’ swing of 
more than 7%, But as many of 
its gains occurred in the seats it 
already held, the party will 
govern with a majority of only 
one. David Tonkin, the state 
leader of the defeated Liberal 
Party, said the result was a 


‘warning to Prime Minister 


Malcolm Fraser. 

The federal government is 
trying to comfort itself that the 
result has no ramifications for 
the federal scene, arguing that 
voters differentiate between 
‘state and federal issues. But 
‘the economy has emerged as 
‘the major election issue. Un- 
employment has soared to 
7.4% and is expected to rise 
further. — ANNE SUMMERS 


The Dalai Lama is ready 
for talks with China 
The Dalai Lama, the Tibetan 
.god-king, has indicated his 
willingness to have talks with 
the Chinese Government. The 
Chinese, according to him, 
have sent feeler” for direct 
talks but he would rather wait 
and see, implying that he pre- 
ferred to choose his own timing 
for the talks. The Dalai Lama 
recently returned to his exile 
headquarters in north India 
after a seven-week tour of 
Europe and the Soviet Union 
‘which he described as spiritual 
and not political. The. Dalai 
Lama has sent fact-finding 
teams to Tibet in the past three 
years and his emissaries have 
been in contact with Peking. 

— MOHAN RAM 


‘Colombo faces Latin 
wrath on the Falklands 
Sri Lanka's aspirations to rep- 
resent Asia in the United Na- 
tions Security Council for the 
1985-86 term- may have suf- 
fered a setback when the Co- 
lombo delegation sided with 
Britain in the November 4 gen- 
eral assembly vote on the 
Argentine-initiated © -Falkland 
Islands resolution. The 32-na- 
tion Latin American bloc is un- 
likely to forget that Sri Lanka 
was one of 11 countries — in- 
cluding New Zealand, Fiji, Sol- 
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отоп Islands and Papua New 
Guinea — to join the British in 
opposing the measure, which 
calls for a negotiated settle- 
ment of the South Atlantic dis- 
pute. 

Voting for Argentina’s pro- 
posal were 90 countries, a mix- 
ed bag including Vietnam and 
Laos and three of their Asean 
rivals (Indonesia, Malaysia and 
the Philippines) as well as 
India, Pakistan, China, Demo- 
cratic Kampuchea, Mongolia 
and Japan. Criticism focused 
on Sri Lanka because of what 
was seen as its betrayal of the 
non-aligned movement, of 
which it is a leading member 
and to which all of Latin 
America is avowedly dedi- 
cated. Singapore and Thailand 
split with the rest of Asean by 
abstaining, along with Austra- 
lia, Bangladesh, Bhutan, 
Burma, Maldives, Nepal, 
Samoa and Vanuatu. 

— TED MORELLO 


Japanese Finance Minister 
Michio Watanabe told foreign 
correspondents in Tokyo on 
November 9 that it would be 
very difficult for Japan to go 
beyond the 7.3% increase in 
defence spending it has tenta- 
tively budgeted for the next fis- 
cal year, which begins on April 
1, 1983. 
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Indonesia is increasing drasti- 
cally a tax that residents must 
pay before they go abroad, ina 
move aimed at curbing the out- 
flow of foreign exchange from 
the country. Finance Minister 
Ali Wardhana announced that 
the foreign fiscal tax will go up 
to Rps 150,000 (US$221) from 
Rps 25,000. He said that 
600,000 foreign tourists visit 
the country each year and more 
than 400,000 Indonesians holi- 
day abroad, but he implied that 
departures are growing faster 
than arrivals..— MANGGI HABIR 
Jakarta signs an 

alumina contract 

As part of efforts to vertically 
integrate Indonesia's alumi- 
nium industry the government, 
represented by PN Aneka 
Tambang (the state mining 
company), signed a contract on 
November 8 with a consor- 
tium of West German contrac- 
tors led by Klóckner for the 
construction of the Bintan 
alumina plant off Sumatra's 
east coast. 

Expected to come on stream 
in 1986, the plant will process 
bauxite on Bintan island into 
alumina to feed the Asahan 
aluminium plant. The island's 
bauxite will be mined at a rate 


` of 1.7 million tons a year to 


= exported. 


Watanabe: the target stays. 


Washington has been push- 
ing Japan to spend more 
money faster to improve its de- 
fence capability. Watanabe 
also said that in future the gov- 
ernment will seek to maintain 
its present target of defence 
spending within 1% of Japan's 
gross national product. 

— MIKE THARP 
















produce 600,000 tons of 
alumina..a. year, of which 
450,000 tons will be sold to 
Asahan while the rest will be 
— MANGGI HABIR 


wun 
A general agreement on the 
importance of cooperation in 
working towards the effective 
operation of various interna- 
tional commodity agreements 
was reached at the third meet- 
ing of the Asean-European 
Economic Community Joint 
Cooperation Committee held 
in Pattaya from November 2-4. 
But delegates failed to decide 
on specific measures to boost 
depressed commodity prices 
which have been affecting most 
Asean exporters adversely. 
According to the Thai Am- 
bassador in Brussels, Thep De- 
vakula, who co-chaired the 
meeting, the Asean side re- 
quested better access to EEC 
markets and fair prices but 
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EEC representatives те- 
sponded that prices will im- 
prove once the sluggish EEC 
economies pick up. 

— PAISAL SRICHARATCHANYA 


eun aer oot а 

гаге deficit 
The Hongkong Government 
will suffer a budget deficit this 
fiscal year (ending March 31, 
1983) — one of the few deficits 
in its history — Financial Sec- 
retary John Bremridge said in a 
speech to the local Legislative 
Council on November 10. The 
deficit is due mainly to “a pro- 
nounced fall in revenue from 
| land sales," Bremridge said. 
His comments came after the 
government withdrew prime 
Central District land at Vic- 
toria Barracks from sale be- 
cause tender prices were too 

low. 

The government had origi- 
зару projected а budget 
due of HK$4.9 billion 
US$734.6 million) in the cur- 
a year (compared with an 
actual surplus of HK$7.7 bil- 
lion in 1981-82). The govern- 
ment has some HK$16 billion 
of free fiscal reserves. But with 
land sales likely to form a less 
significant component of gov- 
ernment revenue in future the 
financial secretary again men- 
tioned the possibility of having 
to raise taxation, cut expendi- 
ture or raise loans in future. 





Meanwhile, with Hongkong’s 
manufacturing sector depress- 
ed by poor export order books, 
the government does not in- 
tend to "reflate out of diffi- 
culty,” Bremridge said. Public- 
sector spending was already 
“too high” and would be kept 
within tighter limits next year. 
— ANTHONY ROWLEY 
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THE BUSIN ESS TRAVELLER? 


Have you ever felt that globe-trotting has become just a little too popular from the business’. 


traveller's point of view? 





The International Airline Passen: пыра Association, anticipating your feelings has put together a d 


range of exclusive privileges design 
And not only your flight-path. 


IAPA members benefit even before they leave the ground. 


to smooth the path of the busy traveller. АЛ 


As ап ТАРА member you can take advantage of preferential rates for one of the most e 


comprehensive insurance schemes, underwritten wi 


certain underwriters at Lloyd's, London. — 


ou benefit from substantial discounts in over 2200 different hotels, motels and restaurants _ 
throughout the world, plus = discounts from the following car hire agencies: i 


Godt D 
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You are E. prompt help and 
assistance whenever luggage or possessions 
are mislaid. Our unique Bag-Guard™ Service 
ра s protect against the loss of baggage. And 

e unlikely event of luggage going astray 
our Baggage Retrieval System help locate 
it fast and se for its return without delay 
wherever possible 

Clearly, joining the IAPA saves more than 
just a lot of time and trouble. Which is why 
more and more regular business travellers are 
taking up membership every year. 

Send the coupon now and discover how 
the IAPA card gets you the treatment that à 
serious traveller deserves. 


LAPA INTERNATIONAL AIRLINE 
PASSENGERS ASSOCIATION + 
PO Box 113, London SW1P 1DF England 








Yes! I am a traveller, not a tourist. Please send me more = , 
information about the International Airline Passengers | 
Association. . k 
To IAPA Inc., PO Box 113, London SW1P 1DF, England. rhy 
Phone: 01-828 5841. Telex: 8813743 IAPA G | " 
OR IAPA (F.E.) Lid., PO Box 98848, Tsim Sha Tsui, 

Hong Kong. Phone: 3-7221106. Telex: 40898 IAPAL | 


Mr/Mrs/Miss 
— Roe Hum 
Address СА Я x 3 .5 IRAE | 


The Club with Exclusive Privileges 
for the Busy Traveller. 


Sanwa Bank is one of Japan's 
leading banks, with more than 
6.7 million clients, ranging from 
large corporations to small 
businesses and individuals. 
Internationally, Sanwa pro- 





vides a full range of in-depth 
banking services in key financial 
centers throughout the world. 
For a fast and far reaching 
response to your financial - 
M requirements, contact the bank 

that speaks your language. 
Contact Sanwa Bank. 

Big éh 

€ 

(о see evond profits 

Sanwa International Finance Limited 

1305-1308, Gloucester Tower, The Landmark, 11 Pedder Street, Hong Kong 

Tel.: 5-261351 Telex: 64836, 64837 SIFLX Cable: SANWAINTFN 

ES Sanwa Bank 

Tokyo, Osaka and 244 offices in Japan 

INTERNATIONAL BANKING GROUP: 1.1, Otemachi 1 Chome, Chiyoda-ku. Tokyo 100 Telex 122384 Têl (03)216-3111 e 

Hong Kong Branch: Sanwa Building, 30/32 Connaught Road, Central, Hong Kong Tel, 5-255081 Telex: 802-73423 Los Á 

Singapore Branch: 17th Floor, Clifford Centre, 24 Rafties Place, Singapore 0104 Republic of Singapore Tet- 92321 Telex: B7-21669 $ are " y 








Oakland, Sacramento, San Jose, Mountain View, San Diego, Honolulu, Toronto, Panama, Mexico, São Paulo, Buenos Aires 
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When Prince Norodom Sihanouk 
makes his second return to. 
Cambodia, probably early next 
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Democratic Kampuchea coalition, 
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PHILIPPINES : 
& President Ferd 


Shourie was sacked from his post as executive f i 


editor of the Indian Express {№оу. 5}. More 4 


than 100 people died in a cyclone on the west 
coast, the Press Trust of India said (Nov. 9). 


|| INDONESIA 
Pakistan's President Zia-ul Hag arrived: on | 


an official visit (Nov. 3). 


JAPAN M 
- Units of the United States Army and ihe Ja: 


panese- Self-Defence Forces launched ‘their | 


first joint field-training exercise at the foot of 
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United States Defence Sec tary Cis 
Weinberger said that US’ defence comi 
ments to Southeast Asia were ade 
face of the current threat from 
Union-and Vietnam ( 


tweenthe Vatican and the Catholic Church in 
~ China (Nov. 6). Six former senior officials of 
^ Yunnan province “were held» responsible 
tor the deaths of 17,000 people during the. 
| sentenced to jai 





a year's hard labour for 





"akistar spoke : 


ically about party politics in 
ountry and engaged 
s about 


| about what ap- 
| ission: tobe seen 


n the day be! ore his depar- 

re e he made am ve that must have given 

im at least a few lines in every newspaper 

the world which caters for Muslim read- 

i decided to give 

J (to mark the beginning of 

5th century of the Muslim Hijra 

ar) worth Rs 1 million (US$91 000) 

alaysia's first prime minister; Tunku 

ul Rahman, for his services to. the 
community. 


four-day ‘visit included 


ions with Prime Minister | 


hy : 

uk Seri Mahathir Mohamad and his 

et ministers, с announcement of 

е award is. likely have more im- 

ediate and Яттан effects both in 

ysia and in other. Muslim countries. 

en the:status of. the tunku, who was 

g other things the first secretary.of 

the Organisation of the Islamic Confer- 

| ler of the Islamic Deve- 

ment Bank, the award presentation, 

ssibly in March next year, will focus the 

tention of the Muslim world squarely on 
lamabad. 

i the state 


was. fulsdine.- 
aysia's economic 


predeces 
ened up in not visiting Malays 
sly, But now that he had а 





“to support fully Malaysia’ s.move 
an Islamic bank. © 


Оп Malaysia's desire to include 


elements in its administrative system, 
, again it was a matter of extending any as- 
‘sistance that was.asked for. Pakistan was 


prepared to give extra university: places to 


Malaysians to study medicine, engineer- 


ing and other technical subjects. : 
A subject on which Zia appeared rather 


I | coy was whether Pakistan was keen on re- 


joining the Commonwealth. Не said re- 
entry must be "with honour," ànd'when 
asked to clarify that, he declared that 
some things were best not spelled out. De- 
spite Mahathir's strong objections to the 
way the Commonwealth operates, it is be- 
lieved that Malaysia may play a role in tak- 
ing Pakistan back in the face of objections 
raised. by: India. а the Commonwealth 
Heads of | Government ^ Meeting 
(CHOGM) in . Melbourne. last. year 
(REVIEW, Oct. 9,81). 

Observers here said that in view of 
India's position on the Cambodian ques- 
tion’. — recognising the- Vietnamese- 
backed Heng Samrin government — there 





Kuala Lumpur and New Delhi. 

on the other hand, has sided w 

and voted for the United Nati | 
tion to deny the Phnom Penh government 


. entry to the world body. While there will 


be ‘no confrontation with: India on the 
question of Pakis in Cc 
monwealth, Me 

possible by. 
the time the next CHO M: convenes: in. 


desh. 


N ot surprisingl 

issued at the end of: Zia's s visit Moy 
condemned the Soviet Union for thi | 
pation of Afghanistan and the 

for their involvement in Ca 
condemnation of Israel was a 

bly severe. 


or not; his country's décision tomake the —— 


Hijra Award to the Malaysian ex- prime 
minister is. likely to have far-re 


A joint Indo-Pakistani commission could boost ties, bu l 
problems of war and peace remain кыр ng 


By Mohan Ram l 

New Delhi: The decision to'set up a joint 
commission. for Indo-Pakistani: coopera 
tion, taken during President Zia-ul Haq's 
meeting with Prime Minister Indira Gan- 
dhi here on November 1, may be the first 
tangible step towards detente between 
neighbours who have fought three wars 
since independence in. 1947- (REVIEW, 
Nov. 5). The commission would provide a 


^ | permanent. mechanism for economic; 


technological, cultural, and other ex: 


changes and would go a long way towards | 


supporting a political agreement. 
The agreement on the commission is à 


significant diplomatic . gain. for India, | | 


which had proposed such a body in Feb- 


ruary during.the visit to New Delhi ot. 
| ашна then foreign m 


Although Shahi ГА the: 
principle, little progress was made Pakis- 
tan wanteda no-war pacttopr sed: 





commission vested with à a political role: 
and suggested that the armed forces of 
each country should be represented on it... 
India thought that, as in the case of similar 
institutions it has set up with-32 other 
countries .— including the Soviet Union, 
the United States and Bangladesh — the 
ssion should not have a politi- | 

j Military. representation on. 

it of question in any 


e armed forces. a 








fects on the local political scene. The 


tunku is a former president of the United | 


Malays National Organisation (Umno) 


and the award will give legitimacy to the. |. 


claims of the present Umno leadership to 
be the true champions of Islam in this 
country. The award comes at a time when 
the opposition theocentric Party Islam 
(PI) is starting to campaign for the right to 
be the true leader of the Muslim commu- 
nity. a 

Umno strategists are likely to use the 
award to make it clear — not only to the 
rural Malays in PI strótibholds but also to 
those who are now wavéring because of 
the PI campaign on the lines that Umno is 
un-Islamic — that the'àwärd was given to а 
man chosen from 38 ofthemost respected 
Muslims in the world; including Ayatollah 
Ruhollah Khomeini of Iran. PI has long 
made it clear that Khomeini is one of its 
chief inspirations. The tunku, on the 
other hand, has gone on record roundly 
condemning Khomeini for his excesses in 
the aftermath of the Iranian revolution. 

Zia may have thus created problems for 
the PI here which even the most optimistic 
Umno strategist. could not have hoped for. 
Zia teld the REVIEW that the Hijra 
Award, the first made since it was created, 
was the Nobel Prize of the Muslim world 
and would be awarded every year to the 
man who had done most for the Muslims 
of the world and lived an exemplary life. 
Given the fact that the tunku is a liberal 
who still thinks there is nothing un-Islamic 





in his unorthodox lifestyle (including 
horse-racing and a small intake of al- 
cohol), Zia may have started something 
he never intended. 


» Manggi Habir writes from Jakarta: 
Zia’s last stop before Malaysia was In- 
donesia — and though the joint com- 


munique issued at the end of his visit 
stated that both Pakistan and Indonesia’ 
are determined to increase cooperation in’ 
economy, trade, industry and technology, . 
the emphasis of the discussions in Jakarta’ 
appeared to be on global and regional 
issues. 

One important result of Zia’s visit was 
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cooperation. Islamabad wants the com- 
mission to include several sub-commis- 
sions, each assigned a specific area of op- 
eration. Once the commission sets the 
pace for bilateral cooperation, the pro- 
posed South Asian forum will become a 
meaningful institution for regional coope- 
ration. 

The absence of normal relations be- 
tween India and Pakistan, both of which 
have good relations with all other South 
Asian countries, has been the weakest link 
in the plan for a South Asian forum 
(REVIEW, Aug. 13). Pakistani sources are 
confident that once their exchanges with 
India become institutionalised through a 
joint commission, the South Asian forum 
will take shape as a viable seven-nation 
grouping. 


he next meeting of the foreign secre- 

taries of South Asian countries is due 
later this month and is to be followed by a 
meeting of the countries' foreign ministers 
in September 1983. However, if progress 
is made in Indo-Pakistani cooperation, 
the ministerial meeting may be held even 
earlier. A South Asian regional grouping 
similar to Asean is a distinct possibility, 
according to Zia. 

When Indian and Pakistani officials 
meet in New Delhi in the fourth week of 
December, the discussion will focus on the 
two contentious drafts — of the original 


no-war pact proposed by Pakistan and of 
the friendship treaty India has offered. 
With one or two important exceptions, the 
clauses of the two treaty proposals are 
similar. 

Pakistan thinks New Delhi's draft is 
along the lines of the Indo-Soviet 
friendship treaty of 1971, creating a link- 
age, however indirect, to the Soviet Union. 
In Islamabad's view, any such treaty 
should follow a process of normalisation 
and detente, the starting point being а 
non-aggression pact. For its part, India is 
insisting on some preconditions to the no- 
war pact proposal. One is strict adher- 
ence to bilateralism. At the summit meet- 
ing between Mrs Gandhi and then Pakis- 
tani prime minister Zulfikar Ali Bhutto in 
Simla in 1972 — after the 1971 Indo-Pakis- 
tani war — the two countries agreed to 
solve all issues, including the knotty 
Kashmir problem, bilaterally. 

Indian officials point out that Is- 
lamabad, while professing to stand by the 
Simla agreement, has been asserting its 
right to take the Kashmir issue to the Unit- 
ed Nations. The Pakistanis, while recog- 
nising the need for a bilateral approach to 
problems, do not want to foreclose their 
options. 

Stemming directly from the first Indian 
condition is the second one: a no-war pact 
has to be based on inviolable borders. A 
UN-supervised ceasefire line has existed 


in Kashmir since 1948 with some minor 
changes in its alignment after the 1971 
war. If this line is accepted as the firm 
frontier, the two countries would in effect 
be agreeing to freeze the Kashmir dispute 
on the basis of the status quo. Zia has’ 
ruled out such a settlement, saying that“ 
the future of Kashmir is to be decided by 
the Kashmiris themselves. More specifi- 
cally, he wants the problem solved 
through a plebiscite, a solution which 
India has opposed all along. , 
The third Indian condition relates to the 
right of either country to lease out bases or 
provide other forms of military facilities 
on their soil to third countries. India’s ap- 
prehensions in this regard can be traced to” 
Pakistan’s membership of US-sponsored 
military alliances in the past and its pre- 
sent military relationship with the US and 
other countries, which India feels might 
import big-power rivalries and conflicts: 
into South Asia. t 
While setting up a joint commission will- 
not be a difficult task, the stalerhate over 
the two larger proposals on war and peace’ 
will be difficult to resolve when officials 
meet in December. The next summit be- 
tween the two national leaders, scheduled 
for March 1983 when Zia will be in New” 
Delhi for the non-aligned heads of govern- 


ment meeting, could provide another o¢-" _ E 


casion to test their resolve in pursuing de- 
tente. / LL | 
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an abstained when the 





€ speculation that he might 
.. have brouglit a message from Peking for 
— "Indonesia. However, this was denied by 
| Zia. "I have brought no message from any 
_ state whatsoever,” he told reporters. 
. Concerned with the increased super- 
_ power rivalry in the region, both countries 
= Called for the establishment of a zone of 
peace in the Indian Ocean in accordance 
- With the UN resolutions. Zia also con- 
` firmed his country's support of PNE 
. proposal for a zone of peace, freedom an 
b атаму in the region and briefed In- 
E mesian President Suharto on Pakistan's 
- proposal for the establishment of a nu- 
. *lear-free zone in South Asia. 
—— As members of the non-aligned move- 
ment and the Organisation of the Islamic 
Conference, both countries have similar 
—. views on major world issues. Both coun- 
— tries have called for the withdrawal of 
` foreign troops from Afghanistan and 
Cambodia and stressed the rights of the 
—. Afghan and Cambodian people to deter- 
— mine their own destinies free from outside 
_ intervention, subversion, coercion or con- 
straints. : 
-They also expressed their concern over 
> the Middle East situation and called for 
the complete withdrawal of Israeli forces 
_ from Arab territories and emphasised the 
tights of the Palestinian people to estab- 
— lish an independent state in their home- 
— land under the leadership of the Palestine 
| Liberation Organisation. | 
= Calling for increased discussions and 
` есопотіс ties among the countries of the 
— South, Pakistani ministers held talks with 
their Indonesian counterparts on ways to 
. promote more trade’ between the two 
... countries. There were no specific details 
— . mentioned on the results of the talks but 
а with last year's two-way trade amounting 
to only US$53 million it is expected that 
. thestress Оп Indonesian-Pakistani ties will 
. Still be more оп politics than economics 
for the near future. ^ 
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PPP supporters believe the 
a cat-a 


By John Fullerton 

Islamabad: Bhutto is still a name to be 
feared or revered in Pakistan. Nearly four 
years after prime minister Zulfikar Ali 
Bhutto was executed, his 53-year-old: 
widow and leader of her late husband's 
Pakistan People's Party (PPP) is ill with 
suspected lung cancer, creating an unwel- 
come controversy for President Zia-ul 
Haq's military government over her diag- 
nosis and treatment. 

It was in July that an operation revealed 
that Mrs Nusrat Bhutto was seriously ill, 
possibly with lung cancer and heart dis- 
ease. The following month the leader of 
the banned PPP appealed to the au- 
thorities for permission to travel to 
Europe for specialised treatment. The au- 
thorities instructed a medical board 
chaired by a general to examine Mrs 
Bhutto. At Karachi on October 31, the 
board studied previous reports placed be- 
fore it by the PPP leader's personal physi- 
cians, who are also members of the board. 
It was announced that the findings were 
inconclusive and, that further examina- 
tions would be necessary to arrive at a 
diagnosis. 

In а statement issued by the Health 
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Ministry here on November 4, the board 
claimed that, after some reluctance on her 
part, Mrs Bhutto underwent X-rays and 
blood tests at a medical centre of her 
choice. As a result of the tests the board 
concluded that bronchoscopy and a biopsy 
would be needed'tó reach a definite con- 
clusion. The' decision, in writing, was de- 
livered by hand to her on November 1. 

Meanwhile, an international move over 
the issue gained momentum. At a press 
conference in Londóh on November 4, Dr 
Thomas Bates, a medical specialist, said 
Mrs Bhutto had less than a year to live un- 
less she was allowed to travel abroad for 
urgent treatment. The press conference in 
effect marked the launching of a campaign 
overseas to persuade the Pakistani mili- 
tary authorities to provide Mrs Bhutto 
with a passport before her condition 
worsened. j 

Lord Avebury, a British Liberal per at 
the forefront of Pakistani dissident affairs, 
said there was no doubt the campaign 
would succeed, but questioned whether it 
would do so in time. Bijat Herari, Mrs 
Bhutto's sister, said Zia's government was 
impervious to reason. She claimed Mrs 





Back to the hustings 


In the wake of the UNP's victory in the presidential election, 
a referendum is called to extend the life of the parliament 


By Manik de Silva 

Colombo: Seven days after President 
Junius Jayewardene won his second term 
in office last month, the government de- 
cided to go to the people yet again. It an- 
nounced a referendum — possibly to be 
held in mid-December — to extend the te- 
nure of the incumbent parliament by six 
years. Opponents of the ruling United Na- 
tional Party (UNP) challenged the legality 
of the referendum in the Supreme Court 
and lost, but the move itself did not sur- 
prise analysts. 

It was fairly well known in political cir- 
cles that the government had been toying 
with the idea of a referendum to retain the 
massive majority it enjoys in parliament if 
the presidential election demonstrated 
that the required simple majority could be 
obtained safely. Government strategists, 
led by the president, are confident that the 
UNP's performance on October 20 as- 
sures a favourable result at the referen- 
dum and have prepared the party for the 
plunge. 


Predictably, all opposition groups in the 
country, led by former prime minister 
Sirimavo Bandaranaike's Sri Lanka Free- 
dom Party (SLFP), are solidly opposed to 
the UNP's plan to hold on to its massive 
parliamentary position through a simple 
majority in the referendum. Liberals, in- 
cluding many people who voted for 
Jayewardene, are also unhappy about the 
government's decision. But post-election 
revelations about an alleged plot to un- 
leash a wave of violence and terror if 
Jayewardene had lost has shaken some of 
the liberals — making them less likely now 
to oppose the president's plans. 

Jayewardene told his party's MPs on 
November 2 that he decided on the re- 
ferendum only because the SLFP had 
come under the control of an *anti-demo- 
cratic, violent and Naxalite [anarchist]" 
group last month. He charged that this 
Ek had led SLFP candidate Hector 

obbekaduwa's presidential campaign 
and had planned to plunge the country - 































overseas. Mrs Bhutto's supporters claim 


деў to-have been one of those con- 


cerned about the fate of Mrs Bhutto} jy 


(REVIEW, Nov. 5). 


n November 5, Mrs Bhutto told re- 

porters in Karachi that her health was 
steadily deteriorating. Despite this, she 
said, the government would not allow her 
to, seek treatment abroad. "The govern- 
ment is delaying permission so that my 
condition deteriorates further. If I am al- 
lowed to go abroad af,gll,” she added, “I 
will not be ableto return home on my feet, 
but in a coffin." 

-She said she was, 400 weak to have 
another exploratory. operation as 
suggested by the medical board. She 
pointed out that she had had several blood 
samples-and about 40 X-rays taken and 
that her doctors had told her the patches 
on her lungs were spreading. There were 
signs also of heart disease. Further surgery 
would exacerbate the cancerous growth, 
she said, while a general anaesthetic could 
result in cardiac arrest. 

The same day Zia reportedly told à 
Malaysian newspaper that Mrs Bhutto 
was free to seck medical treatment abroad 
if her condition could not be cured in 
Pakistan. He was quoted as saying: “All 
we are trying to do is to assess her disease 
and if she is suffering from a disease which 
is not curable in Pakistan, I will be the first 


into a bloodbath following the victory they 
had expected on October 20. Their hit-list 
had included Jayewardene himself, some 
of his ministers, the military chiefs and 
Anura Bandaranaike, Mrs Ban- 
daranaike’s son. Mrs Bandaranaike her- 
self was to be imprisoned, the president al- 
leged. 

“In other words [they planned] on the 
strength of their victory to establish a mili- 
tary government, tearing up all constitu- 
tional procedures as they announced at 
their election meetings. Their actions, 
which amounted to a coup, are now being 
investigated by police,” Jayewardene told 
grim-faced UNP MPs. 

In this context he said that he had to ask 
the people if they would give him the op- 
tion of governing the country with a demo- 
cratic parliament, “or permit a set of poli- 
tical hooligans to enter parliament in large 
numbers and, while wrecking democratic 
parliamentary | procedures, , strengthen 
themselves to form their Naxalite govern- 
ment at the next election." Jayewardene 
also said that he believed that democrats 

in the SLFP should be given time to assert 
their authority and gain control of their 
party. 

Despite the charges of a communist 
conspiracy, UNP opponents laid out their 
arguments against the referendum. While 
the opposition, still licking its wounds 
after its October 20 defeat, claimed that 
Jayewardene — who had once promised 
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to say, ‘Madam, please go and get yourself 
treated’.” 


The following day Mrs Bhutto told the 


press that she was willing to furnish a 
guarantee to the military government that 
she would not indulge in political activity 
while being treated in Europe and that she 


would not even hold a press conference 


while out of the country. She said that she 


did not need foreign exchange, either. 


That could be provided by her sister, who 


is at present in London. She once again 
appealed for a passport and told a report- 
er: “L become breathless now when I walk 
from one room to another.” 

The war of words demonstrates the 


Jayewardene: rolling up the map. 


to “roll up the; electoral map of Sri Lanka 
for 10 years" — was steering the country 
towards a dictatorship, it was left to the 
local Civil Rights Movement (CRM) to 
make the most cogent case against the 
government's intentions. 

Ten years ago, Mrs Bandaranaike and 
her Trotskyist and communist allies of the 
united front government of 1970-77 ex- 
tended the parliament under a new con- 
stitution promulgated in 1972. The UNP 
says it has proposed to extend the sitting 












„the most f of the [ ага- 
leaning. opposition | 'in the country, 
is the Bhutto family — in the form of the 
ailing widow and her 29-year-old daught- 
er, Benazir, who remains in detention at 
the family home in Larkana. 

The authorities clearly fear Mrs Bhutto 
would, once overseas, lead the dissidents- — 
in-exile from London, the centre of much j 
of the anti-Zia movement among Pakis- 
tanis living abroad. The influential e 
vative Urdu-language — newspa К, 
Jasarat, accused Mrs Bhutto of T mixing | 
personal matters with politics and hin І 
that she was following a course of action 
which had resulted in her late husband's 
fall from power and eventual hanging. — я 

PPP supporters, however, believe the — d. 
authorities are playing a deliberate cats — 
and-mouse game with their leader’ inis b «д 








They believe the authorities are making: 
show of acting out of humanitarian E. 
cern, while in fact having no intention of — — 
allowing Mrs Bhutto ош of.the country — — 
where she could do more harm to the au- 
thorities than she could from her villa in — 
Karachi. They say that Zia is well aware — 
that Mrs Bhutto's arrival in Londonorany — 
other European capital would do a great — — 
deal to mend the rifts among PPP sp b. 
porters in exile. | 
Zia does not want a martyr on his H 
hands, but, at the moment, allattentionis — — 
on. his forthcoming official visit 
Washington. Mrs Bhutto may simply have — 
to wait until the president is back home, _ 
before the medical board — or the governi — — 
ment — relents. 




















parliament only with the consent of the б. 
people at a referendum and thus its ap- 
proach is quite unlike the Bandaranaike _ 
government's capricious use of its two- 
thirds parliamentary majority a decade - 
ago. "We have a bigger majority, but y 
aren't doing what they [the SLFP] did," — 
the UNP asserts. 

The CRM, expressing shock and alarm, - f 
described the proposal as an “ хч 
cedented step which threatens c: f 
basis of parliamentary government _ 
founded on periodic elections of the - 
people's representatives" and a breach of 
Sri Lanka's obligations under the i пона 
tional covenant on civil and ical - 
rights. "Sri Lanka, which only last vest 3 

celebrated 50 years of universal franchi 
has a history of periodic elections of its 
legislative assembly which [is] now a [e 
of the fabric of the life of the people. This 
is now under threat. A referendum is 
substitute for an election," the movem 
declared, setting out a score of 
why the government should abandon the 
proposal. 

The core of the CRM argument is that | 
the present parliament, elected in 1977 on 3 
the old system of a simple majority in each 
electorate, did not reflect the true support 
enjoyed by the parties among the voters. _ 
Thus the SLFP had polled 39.7% of the |. 
votes at the 1977 general election but 
won only eight seats in the 168-member _ 
parliament. The UNP, with 50.9% of the 
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vote, had won 140 
ed Liberation Front, 
minority Tamil areas, got 6.8% but won 
18 seats, enabling it to nominate the 
leader of the opposition. 

During his presidential election cam- 
paign, Jayewardene acknowledged that 
some of the UNP MPs have become un- 
populap;with their voters. He asked the 
voters not to get involved in petty squab- 
bles relating to their local MPs. *You are 
not voting for a’ particular MP but for a 
president. As leader of the team I know 
who is playing foul and who i is not. I will 
look after them after victory,” he prom- 
ised. 


J ayewardene plans to replace some of his 
MPs and has already accepted undated 
resignations from his entire parliamentary 
group so that he can make the changes he 
desires. The constitution provides that an 
MP vacating his seat will be replaced by 
the nominee of his party. However, there 
has been no clear indication of when and 
how many UNP MPs will be weeded out 
by Jayewardene, though newspapers have 
written speculative stories suggesting that 
as many as 40 may lose their seats, 20 of 
them before the referendum, 

It may be necessary for the government, 
which has already arraigned one of its MPs 
before a special presidential commission 
on corruption charges, to demonstrate its 
seriousness about getting rid of the dead 
wood in its ranks before it asks the people 
to vote in a referendum. But that can 
create a situation in which those axed 
would campaign against the extension of 
parliament, even if such campaigns are 
unlikely to be of much consequence. 

Jayewardene won 52.9% of the 6.5 mil- 
lion votes cast on October 20 while the 
SLFP won 39.1%. This indicates that the 
UNP can hope to get more than half the 
votes at a referendum. But there is a 
strong feeling that Jayewardene's per- 
sonal popularity is running way ahead of 
that of his party. 

The referendum regulations provide 
that a simple majority is enough to pass 
any law that needs the people's consent at 
a referendum provided more than two- 
thirds of the registered voters cast their 
ballots. If the voting is less than that, at 
least a third of the registered voters must 
support the proposal. This would mean 
that the UNP must win the support of at 
least 2.7 million of the 8.1 million voters 
on the register — and a simple majority to 
extend the incumbent parliament. 

The alleged coup conspiracy could 
prove a convenient issue in the UNP's re- 
ferendum campaign. In a clear attempt to 
split the SLFP's following, UNP leaders 
have charged that non-democrats are in 
control of the SLFP politburo. However, 


'Mrs Bandaranaike and Anura have been 


carefully referred to аз democrats. In 
another clear indication that hardline anti- 
communism will be a major campaign 
platform, the government has banned the 
Moscow-aligned communist daily A ththa 
which was the PEDI propaganda in- 
strument in Kobbekaduwa's presidential 
campaign last month, u 


16 





‚пиа! 
November 15 several members of the 





Second-generation leaders will move on to the PAP's executive 
as the party seeks to rebuild relations with voters 


By Patrick Smith 
Pi Minister Lee Kuan Yew will 
shortly take another interim step in his 
long-standing policy to replace the old 
guard of the ruling People’s Action Party 
(PAP) with younger leaders. Early this 
month the party disclosed that at the an- 
meeting of party cadres on 


party's central executive committee would 
be replaced with activists identified with 
Singapore’s second generation of leader- 
ship. 

These would be the first changes in the 
12-member committee since late 1980. At 
the same time, the party elite is expected 
to approve changes in the party constitu- 
tion which will include a redefinition, of 


PAP rally: back to the people. 
the PAP as a national movement, not sim- 
ply a political organisation. 

The new committee is to. be elected 
from 18 candidates, eight of whom are 
standing for the first time. Among the 
newly nominated cadres are Ch'ng Jit 
Koon, a senior parliamentary secretary in 
the Prime Minister's Office and a leading 
official in the administration of the repub- 
lic's community organisations; Wan Soon 
Bee, a deputy secretary-general in the Na- 
tional Trades Union Congress and, since 
last month, a political secretary in the 
Prime Minister's Office; Tay Eng Soon, 
minister of state for education and chair- 
man. of the Vocational and Industrial 
Training Board, and S. Jayakumar, minis- 
ter of state for law and home affairs and 
chairman of the Hindu Advisory Board. 
Jayakumar, who has previously served as 
Singapore's ambassador to the United Na- 





tions, has recently been tipped as a possi- 
ble successor to Foreign Minister S. 
Dhanabalan. 

Four members of the current committee 
are to step down from their party posi- 
tions. These are deputy prime ministers 
Goh Keng Swee and S. Rajaratnam, Toh 
Chin Chye, who was removed as party 
chairman in 1980, and Lee Khoon Choy, 
an old-guard PAP cadre and a senior 
minister of state in the Prime Minister's 
Office. The new central executive, like the 
current one, will be divided between 
senior party leaders such as the prime 
minister and his c associate, Law 
Minister E. W. Barker, and younger lead- 
ers such as Defence Minister Goh Chok 
Tong and Minister With- 
out Portfolio Lim Chee 


n. | 
The departing members 
of the committee has for 
some time been expected to 
begin relinquishing | their 
posts. Toh, for instance, 
was a founding member of 
the PAP but has become 
disaffected over the past 
several years and now is 
known to believe that the 
party has betrayed its origi- 
nal principles. Goh Keng 
Swee has long been known 
as a technocrat preoccupied 
with the economy and to 
care little for party politics 
or administration. At the 
same time, a number of 
those. introduced to the 
election slate are currently 
active in key areas of the ad- 
ministration, such — as 
labour, community organi- 
sations and education. 

The November 15 meeting will be the 
party elite’s first since last year, when the 
PAP lost its first parliamentary election in 
nearly two decades. More than anything, 
the new central executive membership i is 
likely to reflect the party’s desire since 
then to rebuild its somewhat frayed rela- 
tions with the electorate. This is also the 
intention behind the proposal to redefine 
the party as a national movement — the 
implications of which are not as yet clear. 
A number of party objectives left from the 
colonial era — such as the establishment 
of an independent state of Malaya — are 
to be expunged from the party constitu- 
tion. At the same time the party is seeking 
to identify itself more strongly with na- 
tional aims — an identification to which it 
had grown accustomed in the 16 years dur- 
ing which it faced no elected opposition in 
parliament. a 
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With our head office in London and more than 
200 branches and offices in over 40 countries, 
Grindlays means different things to different people 
around the world:— 
our traditional presence in the Middle East, Africa and 
South Asia, 
our expanding role in Asia Pacific, Europe and 
North America, 
our success in developing relationships in Latin 
America, 
our corporate and merchant banking capability in 
London and other key centres. 

Whatever Grindlays means to you, we can 
provide eurodollars, bid, performance and other 
construction and supply bonds and guarantees, 
local currency finance, foreign exchange, export 
finance, leasing and a wide range of other 

banking services - internationally. 
That is why we say you can bank 
on Grindlays around the world. 
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Grindlays Bank p.l.c., 
Head Office: 23 Fenchurch Street, London EC3P 3ED. 
Tel. 01-626 0545. Telex: 885043/6 GRNDLY G. 











Hong Kong: Grindlays Bank p.l.c 

Office of the Regional Director, Pacific Basin, PO. Box 9707 
14th Floor, China Building, Queens Road Central, Hong Kong 
Tel: 266577. Telex: 75132 AVREN HX 


Branches or offices іп: - Australia - Austria : Bahamas - Bahrain - Bangladesh - Brazil - Canada · Colombia Cyprus - England · France - Germany - Ghana 
Greece : Hong Kong · India - Indonesia · Iran - Japan - Jersey - Jordan - Kenya - Republic of Korea · Malaysia : Mexico - Monaco · Oman · Pakistan · Qatar · Scotland 
Singapore - Spain · Sri Lanka · Switzerland · Taiwan : Uganda - United Arab Emirates · United States of America · Zaire · Zambia Zimbabwe 








begins at 36,000 feet. 


Qantas is Australia in the sky. 


Stepping on board a Qantas flight is like 
walking into Australia. 

Australian wines, Australian newspapers and 
all the friendliness and warmth of the Australian 
people (as personified by our stewards and 
stewardesses). 

Plus of course, all the free advice and guidance 
you need before you arrive in our vast continent. 

We offer a choice of luxury First Class Sleeper 
Chairs, theoriginal Qantas Business Class or the 
friendliest economy service in the sky. 

So contact your local Qantas office today. 

Because Australia begins with Qantas. 


QANTAS (~ 


The Australian Airline 


From Asia, Qantas flies to Perth, Adelaide, Melbourne, Sydney, Brisbane, Townsville and Darwin. 





QF163/82E/MDA 


Advanced 
telecommunications 
is why. 


Mellon means world class 


Mellon has what it takes to be the 
best cash management bank in the 
world, with the most sophisticated 
computer and global telecommuni- 
cations systems available. 

We also have the people who can 
adapt them to your individual 
requirements and anticipate your 
future needs. 

Some of the new cash management 
products developed by Mellon— 
and made available to our corre- 
spondent banks—include: 
CONCENTRATION OF FUNDS: The 
first system of this type, designed 
specifically for foreign correspon- 
dent banks. By consolidating idle 
cash, you can take advantage of 
investment opportunities and 
reduce borrowings. We'll even fund 
accounts that fall below target 
balances. 


Mellon Bank 





BALANCE REPORTING: Our auto- 
mated system provides multi-bank 
balance reporting with multi- 
currency capabilities. Most of our 
correspondent bank customers get 
balance reports at the very begin- 
ning of every business day. 


These services are made available 
through Telecash*, Mellon's time- 
sharing communications system. 
Telecash moves information and 
transactions in seconds. It lets you 
monitor and control your account 
activity and cash positions from 
virtually anywhere in the world. 


If you'd like to know more about 
these and other Mellon cash man- 
agement services, contact any of 
our offices worldwide or write: 
International Cash Management 
Section, Mellon Bank, Mellon 
Square, Pittsburgh, PA 15230. 
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Benson & Hedges Special Mild leads 
the trend towards lower tar cigarettes. 
Carefully blended from fine virginia 
tobaccos to give the perfect balance 
between low tar and taste, with all the 
quality youd expect from the House of 
Benson & Hedges. 
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Outcasts in the islands 


France is introducing reforms in New Caledonia but 
the Melanesians see the moves as too little, too late 


By Peter Hastings 


here are several indelible impressions 

of New Caledonia today. One is the 
visual impact, from the air, of the huge, 
contoured, man-made scars along the cen- 
tral mountain spine of Grand Terre, the 
territory's main island. Indifferent to new 
conservation techniques, the once all- 
powerful Société Métallurgique Le Nickel 
(SLN) has torn and gouged its way with- 
out a seeming care. 

Another is the capital, Noumea, itself. 
It was once a somewhat exotic slice of 
France, a bit seedy and run down, improb- 
ably dumped in the Pacific. Today it is a 
large, sprawling French provincial town, 
smug, white and bourgeois, an expensive 
tourist centre with high-priced restau- 
rants, excellent patisseries, pleasant 
squares and well-stocked shops. 

The third impression is the paucity of 
Melanesians, They are in the town, but 
keeff а remarkably low profile, all things 
considered. They live in poor housing or 
around some of the beaches; they drink, 
they are resentful. Race tensions are pre- 
dictably much higher than they were in 
neighbouring Vanuatu, in the pre-inde- 
pendence days when it was an Anglo- 
French condominium. There are that 
many more Europeans. 

Some Melanesians work in unskilled 
jobs in Noumea. But most of them are out 
in the bush, on reserves and, on the whole, 
increasingly angry over what in the past 
was, even by Pacific standards, a curiously 
sordid story of oppression, exploitation 
and land alienation. 

France annexed New Caledonia in 
1853. It is an overseas French territory and 
its inhabitants, Melanesian, Polynesian 
and Europeans, are French citizens. For a 
long time it was a notably cruel penal set- 
tlement, the predicted escape of its 
brutalised prisoners considerably exercis- 
ing the apprehensive colonists of New 
South Wales last century. 

The Melanesians were herded into re- 
serves on Grande Terre. Of its 1.5 million 
ha., the territory government holds 
950,000 (largely mountainous and infer- 
tile). As few as 1,000 French and mixed- 
race cattlemen and farmers live on 
380,000 ha. of the best land while the 
Kanaks, the original inhabitants and land- 
owners, live on the remaining, generally 
poor, 166,000 ha. 

The Kanaks have staged three violent 
uprisings, the last in 1917, in defence of 
their land and culture but over the years 
many have drifted into poverty, al- 
coholism and cultural disintegration in the 
same way that the Australian Aborigines 
have, Another 30,000 live in the Loyalty 
Islands, and other outlying areas, where 
their land is reserved for them. But anger 
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is not simply over land alienation or the 
frequently glaring differences in white and 
black living standards. There is also the 
problem of "foreigners." 

At one time Melanesians outnumbered 
all other racial groups in the islands. They 
are now outnumbered by the total of all 
other groups. In addition to the 60,000 
Kanaks there are 50,000 whites (prepon- 
derantly French), 17,000 Polynesians (ap- 
proximately 10,000 from nearby Wallis 
and Futuna Islands and about 7,000 from 
distant Tahiti and Eastern Island groups), 
plus about 5,000 Indonesians and 2,000 
Vietnamese — descendants of estate 
labourers — 2,000 ni- Vanuatu and about 
3,000 others who have come from all parts 
of the former French empire from Guyana 
to Pondicherry. 

About 30,000 of New Caledonia’s 
whites, many of them second generation, 
even third, were born in New Caledonia. 
Their language and culture remain French 


Y 


New Caledonia nickel mine: the scars of exploitation? 





but New Caledonia is as much home to 
them as Zimbabwe is to former white 
Rhodesians. They are more likely to holi- 
day in Sydney or on Queensland's Gold 
Coast than in the Ardennes or the Au- 
vergne. Many, in fact, own property in 
Australia and send their children to school 
there. Unofficial estimates put the 
number of Caldoches (white New Caledo- 
nians) visiting Australia at 9,000 yearly. 
Of New Caledonia's 50,000 whites, 42,000 
live in Noumea with relatively little con- 
tact with the Kanaks. 


T: Polynesians are as big a problem to 
the Kanaks as the whites. Half the 
10,000 Wallisians were in fact born in New 
Caledonia, regard it as home and want 
land — which the Melanesians, angry 
enough over land alienation, will not tol- 
erate. Some of the Tahitians, viewing in- 
dependence as the wave of the future, 
have made some overtures to the Melane- 


sians, though with rather indifferent results. 

The other Wallisians — fleeing from 
two over-populated, priest-ridden islands 
— mostly keep their distance, hoping the 
French willstay indefinitely. They have no 
assured future once France goes — and 
Wallisian departures from New Caledonia 
are beginning to outpace arrivals. 

France has skilfully exploited ethnic 
tensions to retain its control of the islands; 
until relatively recently its whites domi- 
nated the territorial assembly by marshall- 
ing the votes of the Polynesians, Indone- 
sians and Vietnamese, and frequently 
those of its resident or visiting military 
forces, to keep the Melanesians out of — 
power. Until relatively recently ‘the | 
Kanaks themselves were divided and un- ` 
certain about where they were heading - 
and what they wanted. 

This is now increasingly less the case. 
With the advent of President Frangois 
Mitterrand's socialist government and its 
glittering promises in France in May 
of last year, political development began 
to spced up. It gained further momentum 
with the assassination of Pierre Declercq, 
a French-born member of the Front Indé- 
pendantiste (FI) in September of last year 
(REVIEW, Oct. 9, '81) — allegedly en- 
gineered by rightwing whites — and with 
the subsequent announcement from Paris 
of proposed reforms for New Caledonia. 

In June the FI, an umbrella organisa- 
tion for various black 
independence. parties 
ranging from gradualist 
to Marxist, together 
with the centrist white 
Fédération pour une 
Nouvelle Société 
Calédonienne (FNSC), 
gained a majority of 
the 36 seats of the as- 
sembly and agreed to 
share territory political 
government (REVIEW, 
July 23). This proved a 
catalyst for vicious if 
sporadic violence that 
began the following 
month when rightwing 
anti-independence de- 
monstrators invaded the assembly and 
started brawling with pro-independence 
politicians. 

At the time of the brawls the assembly 
was debating the reforms which had just 
been promulgated in Paris by decree and 
which were an indication of the French 
Government's good intentions. The most 
controversial of the four reforms sets up а 
tribunal for the transfer of land alienated 
by European owners to their original 
Kanak customary owners. This has not 
only infuriated hardline Europeans; it is 
also singularly difficult to resolve equita- 
bl 





Many of the customary claims from the 
past have been usurped by those of virtual 
squatters, are extremely difficult to verify 
or are in dispute. j 

The other three reforms аге far lesscon- — —- 
troversial. One sets up an office for — 





Melanesian cultural development. 3 
Another makes provision for the integra- 
PRIA 
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| ` Vanuatu's prime minister 


_ hints at overtures 

to the Soviets 
mu р ne of the more interesting straws in 
` the vind 6 emeige from the recent 


. Commonwealth Heads of Government 
. | Regional Meeting in Suva, Fiji, was 
` | Vanuatu Prime Minister Walter Lini's 
— | Spirited threat to throw open his beauti- 
_ ful, sceniccapital, Vila —ahavenofduty- 
' free shops and French restaurants (as 
| well as a tax haven) — to Soviet war- 
` ships. Lini has already shown a willing- 
ness to look beyond the shores of Vanu- 
atu. For instance, he has shown anger 
‘with Australia's Prime Minister Mal- 
: colm Fraser over what he characterises 
as Australia's continuing ill-treatment of 
Aborigines. He also believes that Papua 
New Guinea should take a tough line 
3 over Indonesia’s intervention in East 
` | Timor and its ill-treatment of the 
A ‘Melanesians of Irian Jaya. 
| . And he has clearly indicated from 
E time to time that he regards the United 
| States presence in the Pacific as oppres- 
sive and that a bit of even-handedness 
8 towards the Soviets would not do any 
D harm. He is at pains to point out that he 
2 will not permit the US, or the Soviet 
Union to open missions in Vila. But he is 
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tion of elements of customary law into 
French civil law. The third deals with 
economic development for the areas 
where most Kanaks live. But it is not only 
_ the whites who dislike the reforms, par- 
ticularly the land reform provisions. Many 
— . of the Kanaks see them as too little and 
too late, as a deliberate French tactic 
aimed at gaining Kanak acceptance of a 
- . Jarge degree of internal autonomy in a 
situation where most blacks look to inde- 
ndence. 
- All black parties are bent on indepen- 
dence — but on Kanak terms. The largest 
of them, the Union Calédonienne (of 
which Declercq. was secretary-general) 
wants it in 1984. Others might accept 1986 
as a target date. They would see a larger 
measure of internal autonomy as an in- 
terim measure only. The Indépendan- 
tistes want firm indications from the Mit- 
terrand government that independence is 
the goal, together with a timetable. 
ere is no doubt that, unlike its pre- 
decessor, the Mitterrand government sees 
future independence as inevitable. But on 
the questions of the nature of indepen- 
dence and the date it clearly reserves judg- 
ment. 

What the French would like is a multi- 
racial French-speaking independent coun- 
try in which blacks, whites and Polyne- 
sians work side by side as Caledonians and 
equal partners. It is a proper aim. But the 
24 | 





not above flashing the Soviet card in an 
attempt to extract a little more aid from 
Australia. He is not alone in this. Solo- 
mons Prime Minister Solomon Mana- 
loni hinted recently at a similar ap- 
proach to Moscow, which just happens 
to coincide with his conviction that Aus- 
tralia ought to provide the Solomons 
with a fast naval-type patrol boat for reef 
reconnaissance, 

The Soviet ambassador in Canberra 
subsequently disavowed any Soviet in- 
tentions of using Vila. This fact should 
not disguise Lini's strong desire to re- 
dress wrongs, specially those committed 
in the name of colonialism. 

— PETER HASTINGS 


notion might have been more palatable if 
the history of white colonialism had been 
less condescending and more accepting, if 
the Polynesians had not been used by the 
French as political mercenaries and if 
there had been intermarriage between 
French settlers and Melanesians. 

At all events, few blacks seem to want 
multi-racial independence. They see inde- 
pendence for New Caledonia as Kanak in- 
dependence, as independence primarily 
for the Melanesians. They see an indepen- 
dent New Caledonia as a country in which 
whites and Polynesians may live with 
Kanak citizenship but in which Kanaks 
come first by right. Unless France comes 
rapidly to a timetable for independence, 
the future is at best very uncertain and 
quite possibly violent. France's new high 
commissioner was booed and catcalled on 
arrival in Noumea recently. 


La year, and again this year, Melane- 
sians showed their inherent power by 
virtually blockading roads into Noumea 
— where 80% of New Caledonia’s whites 
live — and on one occasion peacefully tak- 
ing over the town. 

Another pressure on France has been 
the emergence in the past decade of inde- 
pendent Melanesian states, all of which in 
one degree or another are increasingly 
restive over the policies of a metropolitan 
power already in their bad books over 






Pacific nuclear testing. During the presi- 
dency of Valery Giscard d'Estaing, active 
antagonism to France had wide support in 
Papua New Guinea, the Solomons, Fiji 
and Vanuatu. Mitterrand was seen in à 
different light. Papua New -Guinea and 


Fiji, influenced by Australia and New 
Zealand, and mindful of their interests in 
maintaining good relations with Europe, 
were inclined to give his governmeg the 
benefit of the doubt. France-was at last on 
the right track. 

The Solomons and even more Van- 
uatu — where Prime Minister Walter Lini 
is highly suspicious of France — remained 
as sceptical as before. But the mood is 
changing again because of rising suspicion 
in the Pacific that the Mitterrand govern- 
ment is no less preoccupied than its pre- 
decessor with France's status as a world 
power — they cite the president's hardline 
policy on continued nuclear testing on 
Mururoa atoll in French Polynesia — and 
that it is fighting a rearguard battle under 
the guise of gradualism. 

South Pacific scepticism is not entirely 
justified. The French are in a dilemma. 
But there is substance to South Pacific 
fears that France's reluctance to come to 
grips with a timetable only polarises 
Kanak resistance while inviting a possible 
unilateral declaration of independence by 
whites. 

Events in New Caledonia increasingly 
require of Australia and New Zealand, 
important South Pacific powers, fine po- 
licy judgments. Both countries have close 
economic links with France. Both have 
historical ties confirmed in two. world 
wars. Both would prefer a successful 
multi-racial solution in the interests of all. 
Both would see benefit for the Pacific in a 
continuing French connection after inde- 
pendence. 

By the same token both, especially Aus- 
tralia, are also aware that France 15-а dis- 
tant country in Europe and that their im- 
mediate Pacific neighbours are small 
countries inhabited by Melanesians hav- 
ing a close interest in the fortunes of 
60,000 Melanesians in New Caledonia. 
And in the end that is the cause n feel 
they must support. u 
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Jimmy Stevens is back in jail, but fears 


of secessionism are still r 


A" episode was added recently to 
one of the Pacific's more bizarre sagas 
when Jimmy Stevens — former leader of 
the rebellion on the Vanuatu island of Es- 
piritu Santo just before independence — 
was returned to his whitewashed cell in the 
former British prison at Vila with another 
30 months added to the 14-year sentence 
imposed in 1980. | 

me weeks ago, the colourful, garrul- 
ous Stevens and six other prisoners broke 
out of jail, stole a motor boat and headed 
for the open sea; they were spotted from 


` the air a day or so later. What made the es- 


cape bid interesting was not simply that 
the aging Stevens had so adroitly talked 
himself into the breakout, organised by an 
Australian serving a sentence in the jail, 
but the port for which the boat was appa- 
rently heading — Noumea in New 
Caledonia, a French overseas territory. 
Thereby hangs a story recalling the French 
connection with the revolt. 

At 59, Stevens is an unlikely seditionist. 
Illitesate, vain, cunning, part cargo-cult 
racketeer, part genuine reformer, Stevens 
is a 20th century mixed-race Caliban wish- 
ing to redress a century of wrongs over 
Melanesian land ruthlessly alienated by 
church and state. In the 1970s Stevens 
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headed a land grievance movement on Es- 
piritu Santo called na Griamel. It was 
heavily manipulated by the 1,000 or so col- 
ons, French colonists, on the island and 
was financed in part by the rich, rightwing 
Phoenix Foundation of the United States, 
which sought large tracts of land on Es- 
piritu Santo where it could build a com- 
plex of millionaires' retirement homes. 

Stevens was catapulted to international 
fame by two events — agreement on the 
1979 New Hebrides Constitution and the 
massive, unexpected electoral victory of 
the predominantly Anglophone Vanuaku 
Pati under Fr Walter Lini, now prime 
minister of Vanuatu. 

The constitution devised for coming in- 
dependence abolished all land titles held 
by non-indigenes. This, together with the 
governing Vanuaku Pati's threats to do 
away with leasehold titles as well after in- 
dependence, threw French settlers into a 
panic. They began to talk rebellion in Es- 
piritu Santo. With the active, if largely se- 
cret, support of the French resident com- 
missioner and his political staff in Vila, 
this rapidly turned to concrete plans for 


secession. 
In May 1980, the British, anxious to be 
quit of the condominium, finally forced 


Like it or lump it 


The French Government sets - 
redistribute white-held land cla 


By Patrice de Beer 
Paris: The French Government is pushing 
ahead with a series of reforms in New 
Caledonia. designed to diffuse a poten- 
tially dangerous situation as ethnic 
Melanesians press for the independence 
of the overseas territory. Now ruling the 
territory by decree, Paris has drawn up 
three decrees creating boards to deal with 
land reform, cultural matters and deve- 
lopment and a fourth on the application of 
the French labour code to New Caledonia. 
The decrees clearly show that the 
socialist government of Francois Mitter- 
rand has abandoned its efforts to talk re- 
calcitrant white settlers into accepting 
changes which would go some way to satis- 
fying the aspirations of the Melanesians 
but fall short of independence. Secretary 
of State for Overseas Departments and 
Territories Henri Emmanuelli warned 
during a speech to the territory's assembly 
last year that if reforms could not be 
agreed in discussions with the islands’ 
leaders they would be imposed by Paris. 
In January the French National Assem- 
bly accepted the government's decision to 
rule by decree after a debate in which 


a board to recover and 
med by the Melanesians 


former secretary of state for overseas de- 
partments and territories Olivier Stirn, 
who is now in the opposition, advocated a 
well-prepared independence. The same 
month fiscal reforms introduced income 
tax into the territory. 

In June, the local rightwing government 
was ousted and a new coalition was 
formed, including four members of the 
Front Indépendantiste (FI). One of the 
FI's leaders, Jean-Marie Tjibaou, of the 
Union Calédonienne, was named vice- 
president of the council, which is headed 
by the French high commissioner 
(REVIEW, July 23). Since they achieved 
their aim of obtaining power in Noumea, 
FI leaders have adopted a more moderate 
approach to independence. Their centrist 
partner in the coalition — the Fédération 


pour une Nouvelle Société Calédonienne. 


(FNSC) whose defection caused the 


downfall of the former government — also 
agrees to independence under certain con- 
ditions. PAPE, 
The leaders have realised that a certain 
number of white settlers have now ac- 
a of a break with Paris. 


cepted the i 
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the reluctant French to agree onadatefor 
independence. When the date, July 30, — 
1980, was announced, the Espiritu Santo — 
colons began to plot secession in earnest. — — 
Their model was what had happened in 
the French Indian Ocean island of  — 
Mayotte in the Comoros. "Doing a 
Mayotte" was a phrase in frequent use. 
This was a reference to events in the’ 
Comoro islands which lie astride the. 
northern approaches to the Mozambique 
Channel. 1293 
In 1974, majorities on three of the four 
main islands in the Comoros — then a _ 
French possession — voted for indepen- _ 





























Tjibaou has mentioned 1984 as the-date — 
for independence, but some disagreement 
persists between Tjibaou and Paris. In - 
August, Tjibaou had said: “Only the indi- 
genous people, excluding French people 
established here, will be consulted on the - 
eventual possibility of acceding to inde- _ 
pendence.” On the other hand, Paris. 
wants the solution to be “worked out 5 
within the framework of the institutions, — 
but with the participation of the majority | 
of the territory's inhabitants respecting 
the two identities, that isto say the Kanak — 
identity as well as the identity issued from 
colonisation." 3 
Of the three boards created, the most E 
important is that dealing with land reform, - 
one of the principal Melanesian demands. 4 
The board will be empowered to buy or 
expropriate land claimed by Melanesian — - 
clans. At present the claims cover 120,000 — 
ha. and it is aimed to redistribute about. 1 
40,000 ha. a year. А 
bre second decree creates a cultural | 
andtechnical board, to promote and "rec- — 
ognise the Melanesian cultural identity." — . 
A development board has also been 
created. The land reform board will start _ 
working as soon as its members are - 
selected. The four decrees have been ap- 
proved by the Union Calédonienne, but 
rejected by the local assembly. While the — 
FNSC agrees with the aims of the new re- 
Ыг, it remains opposed to the proce- - 
ure. , 








It’s not the size of the fiel 


66 The world has huge re- 
sources. The tropics have more 
arable land than the actual 
cultivated area in the rest of 
the globe — 1.8 billion hectares, 
or 4.5 billion acres. But how 
can we make use of these re- 
sources? 

First we must decide which areas 
we can best cultivate. Kemira is ready 
to help with soil surveys. We also 
have 60 years’ experience in the field 
of choosing the right kind of seed. 
Finally, fertilization and plant protec- 
tion are needed — and here Kemira is 
one of the world’s leading fertilizer pro- 
ducers and a pioneer in protection 
research. 

That's why Kemira can find the ls 
best compound of basic and auxiliary 
fertilizers for every type of soil and 





























plant. 99 JOHAN KORKMAN, RESEARCHER, 
KEMIRA FERTILIZER DIVISION 
NEW FERTILIZING METHOD 


Kemira is taking part in an FAO 
trial project in East Africa. Our RFD 
work has made possible a new meth- 
od, which we are now experimenting 
with — placement fertilizing. The 
fertilizer is placed straight under the 
furrow, where it can best feed the 
eventual root systems. 

The results are promising. Nor- 
mal fertilizing adds 5096 to the crop. 
Placement fertilizing adds another 
10-30% more in a dry climate. 

This „method also works well 
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| but the size of the yield. 


in the very different conditions of 
Finland, the most northerly country 
in the world with complete self-suf- 
ficiency in basic foodstuffs. Without 
fertilizers, such a situation would be 
impossible. 


THIS IS KEMIRA 

Kemira is a Finnish multi-product 
chemical company and one of the 
world's leading manufacturers of fer- 
tilizers. We want to do more than 
just sell our products: we want to 
solve our customers' problems. 

Kemira has specialist knowhow 
in the important branches of the 
chemical industry. We develop prod- 
ucts that improve the output of 
food and other basic human needs. 

But we are not too large to 
ignore problems of a smaller size. 
Kemira uses the chemical industry 
to solve our customers' problems. 
What is your problem? 


Kemira Oy, Fertilizer Division: fertilizers, 
pesticides. Industrial Chemicals Division: 
industrial and specialty chemicals. Safety 
equipment. Säteri: viscose fibres. Vuori- 
kemia: titanium dioxide. Vihtavuori: ex- 
plosives. Technical Exports: complete p 
jects. Tumover 1981: USS 750 million. 
Personnel: 6,800. For further information, 
please write to our Director-General: Mr. 
Yrjö Pessi, Kemira Oy, Malminkatu 30, 
00100 HELSINKI 10, Finland. 


wy 
A KEMIRA 


OF FINLAND 
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t presi-. 


nt. As the crisis developed; watched by 
nsive Pacific mini 


бөз дү French protection, 
Santo and the far southern 
dof Tanna, while an ener- 


jij id, was pedi hu ipe as 
И, then president Val- 


he теш had comic 
rtones it was in fact immensely 
It not only threatened Vanuatu's 
dence and viability, and those of 
lanesian state, but resulted in 
acks and whites fleeing Espiritu 
tott ids, sustained looting 
‘non-French houses, 


of not French speaking residents. 
olution has left a permanent dis- 
rance in Melanesia and obliged 
rench nationals. to- move to 
oumea. There they remain, quarrelling 
the French Government over com- 
hile Paris in turn tries to get 
Government to take them 


(Or go y elsewhere. 


-na Griamel- 


sulanond travels to Peking 
17 at a time when. he anı 


tant to the region. But, judgin ore th 
Chinese leaders’ past performance, 2 
unlikely that Prem will: receive > anything 
тоге than half-answers: 


One issue on which Peking can be ex 
pected to be firm and open about is the |. 
common ground which it shares with: 


Asean in supporting the Cambodian resis- 
tance coalition in its campaign to rid Cam- 
bodia of Vietnamese troops. China wants 


-to humble Vietnam, which it sees as а 


Soviet mercenary proxy disrupting Pe- 
king's influence in the region, and the 
Asean countries want Cambodia to be a 
neutral buffer between themselves and 
Vietnam. So though the motives are dif- 


ferent, this is a common Chinese-Asean 


cause. 
But there are other issues on which the 


By John McBeth | » 

Bangkok: The Thai military's claim that it 
lias won the 17-year-old struggle with the 
Communist Party of Thailand (CPT) may 
be just a little premature, but there is no 


doubt the party has been dealt a crippling 


blow through а combination of. cir- 


cumstances which the government mani | 
pulated to its advantage to win back- 


ground lost following. the bloodshed of 


1976 and the subsequent flight of young : 


radicals to the jungle. 
The CPT indirectly acknowledges gov- 





ll probably be more inscrutable ` 
eking's obvious desire (0 
n the friendly relations it en- 


“current cooling 


States, or wh 
prove relatio 


Caught i in ithe козен 


The Sino-Vietnamese quarrel has weakened the CPT an 
the Thai Government seizes me е opportunity to st 


tural conduit for i fil ati 


ernment. claims that the strength of its | wt 


guerilla army has dropped from 12,000 io. 
| no more than 6-7,000 over the past three - 
"| or four years and; at the same ge admits ; 


i omen BAI where: a 


ments of the party have traditio 


тоге self-reliant. 

Probably the worst single setb: ky was | 
| the loss last year of its Khao Kor 
| hold. i 





Taiwan and Washington's reluctance to 
offer advanced technology to the Chinese. 
It is doubtful whether the Chinese will 
give Prem any firm insight on this issue. 
Peking apparently wants to keep everyone 
guessing. 

Ironically, Vietnam is probably more 
concerned about the Sino-Soviet talks 
than Asean. Vietnamese Foreign Minister 
Nguyén Co Thach was quoted in 
Bangkok, where he stayed briefly on his 
way back from Indonesia to Vietnam ear- 
lier this month, as saying that the talks 
could produce positive results for Hanoi. 
But analysts say that, on the contrary, the 
Vietnamese' are worried about the pros- 
pects of friendly relations between their 
main supporter and supplier, Moscow, 
and Peking: They constantly cite what 
they see as the threat from China as the 
reason they have to remain in Cambodia. 

Another issue which Prem is expected 
to raise in Peking more on behalf of other 
Asean countries than his own is the ques- 
tion of China's continued relations with 
outlawed communist parties in Southeast 
Asia. This'is a subject on which the 
Chinese have been particularly evasive, 
though théy have cut material aid to all the 
regional párties'except the Burmese Com- 
munist Party. 

Asean has noted à statement by Gen- 
era,Secretary Hu Yaobang at the recent 
12th party congress in which he implied 
that Peking had abandoned its previous 


Base areas are described as having de- 
generated into guerilla areas and these in 
turn are said to have become considerably 
smaller, “partly due to the ferocious rep- 
ression by the ruling reactionary class, 
The armed force [of the CPT] is reduced in 
size and numbers, the masses in active 
areas encounter numerous and varied prob- 
lemis.. . . andare also affected by the situa- 
tion of the international communist move- 
ment." The document added: "Those 
party personnel still in the zone of armed 
struggle under the direct leadership of the 
CPT are in a confused state of thinking, 
vacillate politically and are disorganised in 
action. Their fighting spirit and morale 
have weakened considerably when com- 
pared to the years 1973-77." 


here is little doubt that the root causes 

of the conflict within the CPT's ranks 
lie inthe wider conflict between China and 
Vietnam, in which the party has found it- 
self the loser on both counts, with Peking 
pulling the plug on the CPT's Yunnan- 
based radio station and Vietnam persuad- 
ing Laos to evict the Thai communists be- 
cause of their traditional pro-Chinese 
leanings. 

Fortuitously for the Thai Government, 
and somewhat paradoxically, the urban 
activists it succeeded in driving into the 
jungle served only to sharpen internal de- 
bate in the CPT and focus increasing at- 
tention on the party's entire approach to a 
stillborn revolution which is based on 
what many of its critics consider an out- 
moded and unrealistic model which ig- 
nores significant changes in Thai society. 
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SS 2 - WET 
policy of trying to promote revolution. He 
said: "The success of the revolution in 
each country depends on the ripeness of 
conditions for it and the people's support. 
To issue orders or run things for others 
from outside is absolutely impermissible." 


FS Asean countries, which have been 
plagued by Peking-backed communist 
underground movements, that was strong 
stuff. In the past four years, China has as- 
sured Asean that it no longer supplied 
communist insurgents in the region, but at 
the same time it has said it cannot break 
party-to-party relations. That has an- 
noyed certain Asean countries, particu- 
larly Malaysia, which is still waging a cam- 
paign to eliminate the limited threat from 
the Communist Party of Malaya (CPM); 
Indonesia, which still has-vivid memories 
of the abortive communist coup in 1965 it 
accused China of instigating; and Singa- 
pore, which, while facing no internal com- 
munist threat, reacts in amultra-sensitive 
way to any form of communism and links 
between its majority Chinese population 
and Peking. 

In the case of Jakarta and Kuala Lum- 


CPT jungle fighters: a diminishing force. 


Clearly, Thai authorities decided it was 
an opportune time to tackle the CPT 
head-on, adopting enlightened tactics 
which placed more emphasis on political 
rather than military action. The pace with 
which the campaign has progressed is 
probably as much the result of the 
momentum of the conflict within the party 
itself as anything, but there is also little 
doubt the government is anxious to do as 
much damage as possible before a change 
in the international arena persuades the 
CPT's former supporters to revise their 
thinking. 

Fears that Vietnam may seek to re-es- 
tablish links with insurgents in the north- 
east, many of whom it trained during the 
Indochina war years, are very real, and 
there are still deep suspicions that while 
China may have cut its support for the 
CPT in favour of improving state-to-state 
relations, it can just as easily go into re- 
verse if it decides that priorities have 
changed. 

Those suspicions were underlined in 


pur there is also an ethnic element in the - | 


equation; the CPM is strongly ethnic 
Chinese in composition, while many In- 
donesian leaders entertain doubts about 
the loyalties of the nation's economical- 
ly powerful Chinese minority. Within 
Asean, there is an underlying. concern 
over Peking's attitudes towards the Over- 
seas Chinese. 

China has generally had an unsympa- 
thetic hearing when it has tried to explain 
to Asean privately that, however reluctant 
it is to continue relations with regional 
communist parties, it is obliged to 00,50, 
for historical reasons. While not mention- 
ing the Soviet Union or Vietnam by name, 
the Chinese also imply that if they with- 
drew support -other communist powers 
might try to fill the vacuum. T 

But when Chinese Premier Zhao 
Ziyang visited Malaysia last year, it is reli- 
ably reported that Malaysian Prime Minis- 
ter Datuk Seri Mahathir Mohamad and 
other senior officials harangued him on 
the issue;of Chinese support for the CPM. 

Since then, Kuala Lumpur has report- 
edly been more.relaxed on the issue, par- 
ticularly as the CPM has steadily di- 





July when assistant chief of staff for army 
operations Maj.-Gen. Chaovalit Yong- 
chaiyut claimed Peking was supplying 
arms to the CPT through minority factions 
along the Thai-Burmese border in Chiang 
Mai and Mae Hong Son provinces. It was 
the first time in years that a senior Thai of- 
ficial had accused China of continuing to 
provide material support to Thai guerillas, 
presumably through the Burmese Com- 
munist Party, which is still the recipient of 
an uninterrupted flow of Chinese 
weapons. 

“Not many people in the military have 
been suckered into thinking China will re- 
main their friend forever,” said one West- 
ern diplomat. “Generally, they see Viet- 
nam as the short-term threat and China as 
the/long-term threat." In the meantime, 
the CPT is faced with a protracted struggle 
for survival, with solid evidence emergi 
that the party's fourth congress in mid- © 


year achieved little in terms of unifying — 


opinion and heading off the prospect of 
further damaging rifts. 
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‘think that Peking will never e 


nourice® party-to-party: telations because 


| they constitute a diplomatic leve: hich 
: could be used incany downturn in 
| China relations: In any case, the С 
| currently іта very demoralised state; not 
| only because it has lost its supply. channel 


from: China and: Vietnam, but also: be- 

cause of government forces’ successes. 
Another issue of particular importance 

to Thailand; and also to the rest of Asean, 


which Prem will definitely raise in Peking. | 


is China's troop-strength on its border 


with Vietnam. Since Vietnam's invasion: 


of Cambodia: in December. 1978, the 
Chinese military. threat to Vietnam has 
been a ‘crucial factor. determining the 
strength of ‘successive Vietnamese dry- 


|.season drives against Cambodian resis- 


tance forces near the Thai border. - 
; Thai intelligence estimates that Viet- 
nam has deployed eight full-strength divi- 


sions. in western Cambodia ready to: 
launch. an offensive against the Khmer 
- Rouge and other. Cambodian resistance 
| forces based.near the Thai border during 


the.current dry season. Chinese troops 
along their border with Vietnam аге esti- 
mated to be tying down 60% of Vietnam's 
elite troops, stationed between Hanoi and 
the border in case the Chinese. launch 
another incursion: 


ee of role 


utive committee meeting adopts a less 


ctive stan and'iooks. at fundamenta 


tal refugee issues 


rather than settle abroad and some are 


.| economic refugees, not political exiles 


| Moreover; the majority of refu 
in. developing countries which í 


carry the heavy burden without substan- 


fernational assistance. Also, the 
borderline between the social and e 
nomic problems created by a refug i 
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- Where is the frontier between humani- ; 
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assistance. towards self-sufficiency 


development aid often overlap 
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This is Prem’s second trip to Peking. 
While he will be looking for answers and 


the i impression that he | 
mands ог specific. request 
well aware that it is viewed by some of its 


“Asean colleagues, particularly Indonesia" = 


and Malaysia, as being too close to China 
on the Indochina issue. As:ane Thai offi- 
cial commented: “We resent any. impres- 
sion that what China is doing is for Thai- 
land." But Asean will be monitoring the 
visit, the only one by an Asean leader to 
Peking this year, with. a great deal of in- 
terest. OW 
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and General Assembly. 

The executive committee expressed 
concern over the decrease in resettlement 
opportunities for Indochinese- refugees 


| and urged governments to maintain the 
| level of resettlement. The committee also 


commended the high commissioner for his 
efforts to: promo 


е г tures Programme. 
the Chinese delegation po 
the so-called disorderly departure of: У Jiet- 


_who left their country wa 10 
igher than the p "s 





ATLANTIC ОСЕАМ 


PACIFIC OCEAN 


The first American bank to place 
bankers in all seven of these critical energy 
capitals. Energy bankers that work from the 
North Slope through the Overthrust Belt of 
Colorado, south across the Gulf of Mexico, 
and throughout all of Latin America... 
Energy bankers who span the globe from 
the North Sea to Australia. We're there. 

From project and production finance 
through trade finance, in oil, gas, coal, geo- 
thermal and minerals, we've been involved 


a 


wi \ „аы! ET 
is Secs se wxnerlends MONET ‚Л 
And we have the experience, the exper 


tise, and the assets of over 36 billion do ars 


all poised in key energy capitals. 

As the only bank system covering all 
eleven western states, and with offices 
worldwide, we're ready to work with you, 
from search to sale. Anywhere in the world. 
Call your nearest First Interstate Bank office 


Member FDIC 


First Interstate Валк 
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Kuopio isn't the biggest city in the world. 
In fact, it's not even the эшш aly in Finland—there 
3 are several other cities 
ahead of it. 

But that doesn't 
mean they're ahead of 
| Kuopio in the ability to 
think ahead. 

Which is why, when 
Kuopio went shopping 
for a telephone sys- 
tem, they bought our 
System 12^" 20,000 
equivalent lines of it. 
| System 12 is a 
e e t unique telephone 

ec o, Finland ulation | | j 

75.000) ання ITT's Lis 12. fully ai ВИ that's 

And since digital transmission is the fastest, most 
accurate way to send data, it's essential that a telephone 
network be able to accommodate it. 

Not just sometime in the future, either, but right now. 

System 12 can. What's more, it handles voice just as 
well as it does data— in the same switch. 

That means no complex interfaces or expensive side- 
by-side systems. 

Exactly the sort of things that some telephone adminis- 
trations are ending up with. 

And thanks to System 12's fully distributed control it can 
grow or change as Kuopio does. 

So ten years from now Kuopio will look just as smart. 

Maybe smarter. 








Every guest will have a 
spectacular view of The River of Kings 
at the new Royal Orchid. 


It's the river thai carried the Kings 
of Thailand in their golden barges to 
and from the old capital of Ayuthaya 
Nowadays streams of heavily laden 
rice barges ply down-river from the 
Central Provinces. Longtailed water 
buses scud past in showers of spray 
And in the evening it reflects one of 
the grandest sunsets in all of Asia 

And the room that overlooks this 
view will have every comfort and 
convenience a deluxe hotel can offer 
A marble bathroom, a plentifully 
stocked bar, a selection of in-house 


video movies and something unique 
to the Royal Orchid, a specially 
designed business area that gives you 
room to work as well as relax 

The Royal Orchid will have ten 
restaurants and bars, including river 
terrace dining, catering to every taste 
from traditional English roasts to 
speciality Japanese cuisine. Leisure 
time can be enjoyed by the pool. 
trimming down in the ultra-modern 
health club or souvenir hunting in 
The Royal Orchid's extensive shopping 
arcade 


РУ 
d 


The Royal Orchid 
Bangkok 


A member of Mandarin International Hotels Limited 
The Royal Orchid will open in late 1982 
Pre-opening address: Thai Airways International Building. 485 Silom Road. Bangkok 5. Thailand 
Tel.: 2343100-19: Telex: TH82359 THANTER 
For reservations at The Royal Orchid. Bangkok please call: the nearest office of HRI 
The Leading Hotels of the World, your travel agent. the hotel direct or any other 
Mandardin International hotel 








WWF Kojo Tanaka, BCL 


The 
Giant Panda 
needs your help. 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money – your money. 
Please send contributions to the WWF 
National Organisation їп your country or direct to. 


WWF International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 





Thoroughbreds. By Citizen. 


Sleek. Slimmer than ever. Great lines. Precise timing 
The result of years of careful breeding. And always ahead of the field 
Quartz Dress Circle watches. By Citizen 
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THE ONLY 
LARGE THING 
ABOUT IT 
IS THE SIZE OF 

THE COPIES 
ITMAKES. 


Small copiers are fine if you want a small number of small rate of 21 per minute. 

copies. But what do you do when you want a small copier With all this performance, you might expect the NP210 to 
that can do more than that? be a big bulky copier. But that's not what Canon had in 
You get a Canon NP210. It delivers full-size АЗ copies twice тіпа. Our NP210 is a genuine compact that doesn't take 
the size of this page. And its fixed copyboard makes it easy up much desk space. 












to copy bulky originals. Add in Canon's advanced technology and high reliability 
Then there's speed. Enter the number of copies you want and you might start thinking we'd made an extraordinary 
and touch the start key. A4-size copies emerge at the copier. You'd be right. 





CANON INC. TOKYO, JAPAN For further information, please contact 
Hong Kong Jardine Marketing Services Ltd. Р.О. Box 30748 Tel. 5-7909011 Taiwan Ability Enterprise Co., Ltd. Taipei Tel. 5213366 Singapore Canon Marketing Services Pte. Ltd., Tel. 273-5311 
Malaysia Guthrie Sendirian Bhd. (Guthrie Trading) Selangor Tel. 573344 Indonesia P. T. United Champion Р.О. Box 2198/Jkt. Jakarta Tel. 412508, Р.Т. SAMAFITRO Jakarta, Tel. 356621 
Thailand FMA Corporation Ltd. Bangkok Tel. 233-4245 Philippines Datagraphics Inc. Р.О. Box 1524 Metro Manila Tel. B5-50-11 Sri Lanka Metropolitan Agencies Ltd. Colombo 

Tel. 598706 India Chowgule Industries Private Limited, Bombay Tel. 231182 Pakistan Paramount Business Machines Ltd., Karachi Tel, 513830 Nepal Commercial Enterprise (P) Ltd. Р.О. 
Box 148 Kathmandu Tel. 21072 Guam Town House Р.О. Box 7 Agana Tel. 477-9721 Australia Canon Copier Australia Pty., Ltd. Melbourne Tel. 201331 Мем Zealand DRG Business 
Equipment P.O. Box 5409 Auckland Tel. 790-800 Tahiti Morgan-Vernex, B.P. 449 Papeete Tel. 2-03-09 Papua New Guinea Burns Philp (New Guinea) Ltd., P.O. Box 75 Port Moresby Tel. 2202 
Fiji Islands Pacific Mercantile Co., Lid., Р.О. Box 240 Suva Tel. 312-722 New Caledonia Menard Freres, Noumea Tel. 275222 Solomon Islands Harvest Pacific Ltd. P.O. Box 517 Tel. 131 





If risk is an essential part of your 
business life, then surely safety should be 
your priority for your private trust account. 


Our world-wide reputation for handling and foreign currencies as well as the Heel ree 
managing trust and discretionary accounts is firmly stock, bond and bullion markets. We know м the h 
based on our abil maximize ше pe an. importance today's finar iS 
eme AE st fully Т ee Ў 








EXPLORE A FRENCH CH 
EVERY TIME YOU F 





No-one knows French wine better than selection from the world's finest vineyards: ^ remains constant: the warm smile of your 
зе French. And no airline can choose Bordeaux and Bourgognes to enhance your hostess or the attentions of a knowledgeable 
nd serve it like Air France. On Air France meals, excellent Champagne to delight your wine steward add an extra dimension of 
remiére and Concorde we offer you a palate. Whatever your choice, one factor 


pleasure to each and every sip. 
AIR FRANCE 7, 
FOR QUALITY. 


e THE bloopers roll on — this 
week in heat s. mostly from the 
region's newspapers. 


cuum — | | Oil slut wallops US. 
Qadir wrecks oil companies profits 
havoc again : 5 | 


e A BUSINESSMAN resident in Peking was convulsed 
Participants of њай ИЖИ ргортат when visiting the city's Friendship Store to soot a large crate | 
able to increase productivity: Minister addressed to Her Britannic Majesty's Ambassador at the 
British Embassy. The rest of the address caused some hila 
— ity — and caused him to ask whether this is what they call a 
Chinese: сору. ; 





` Probe into 
| Plague causes homosexual 
[tae preste ring | 


Belfast, Feb. Id (AFP) ~. 


for liquor, foreigners, dogs 


— indonesian Observer 


| Irish Family 3 | | Pregnancies | 
Planning (ME double among 
Act a big flop | US virgins — 


| Radio Reaches Rural Teachers 
in-Nepal—but Do They Have the Кн 
to Tum It Ont: 
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* The old- and new-look Chun: reviewing troops on his retirement; pinning a medal on visiting Malaysian Foreign Minister Tan Sri Ghazali Sha 











Chun emasculates the opposition but brings a period of stability 


Buying time for change 


By Mike Tharp 

Seoul: Lee Young Ho, vice-minister in 
South Korea's new Sports Ministry, has а 
dream. He sees the opening ceremony of 
the summer Olympic Games which will be 
held in Seoul in September 1988. There, 
sitting in the royal box, is Chun Doo 
Hwan, the country's current president. 
Next to him, in Lee's dream, will be South 
Korea's next president, due to take over 
when Chun's seven-year term expires in 
March 1988. 

That may well be the dream of many 
South Koreans. If it comes true, it will 
mean that for the first time in its political 
history, this country will have witnessed a 
peaceful transfer of power from one ruler 
to another. In turn, that would mean that 
the modernisation of the country's politi- 
cal institutions had finally matched its 
economic performance. "There comes a 
point when a Yi dynasty political system 
and a modern economic system cannot co- 
exist," said one Western diplomat in 
Seoul. This dynasty was founded by a gen- 
eral, Yi Song Gye, in 1392 and lasted until 
1910 by which time Korea had become a 
Japanese protectorate. Under the Yi 
dynasty а Chinese-style centralised 
bureaucracy was set up and Confucianism 
was adopted as the official state ideology. 

Reality is different from: dreams. The 
reality is that Chun, like late president 
Park Chung Hee, seized power by force, 
Chun in December 1979 — he became 
president in August 1980 — and Park in 
May 1961. Since Syngman Rhee became 
South Korea's first president in 1948, 


there has not been an untroubled transi- 
tion of government. 

An even more important question than 
what is likely to happen is whether this 
probable destiny is good or bad for the 
South Korean people themselves. Three 
years have passed since Park was assassi- 
nated by his intelligence chief, Kim Jae 
Kyu, in October 1979. In many ways this 
period has been the most turbulent since 
the end of the Korean War in 1953. It has 
also been the most crucial period for 
South Korea's future as а maturing na- 
tion. Three years after Park's death, and 


slightly more than five years before | 


Chun's term ends, what are the prospects 
for South. Korea's people and for their 
country's political and economic develop- 
ment? 


Ее the next year or two, those pros- 
pects appear better than they have been 
in the past several years. But what tran- 
spires in the long term depends largely on 
what happens in the next year or two. Ko- 
rea's history also shows that things can 
change quickly and dramatically, given 
the country's geopolitical position (page 
43) and the Korean people's record of re- 
solving conflict by force. Nevertheless, 
some generalisations can be made: 

» South Korea is now poised to renew 
the phenomenal economic growth it en- 
joyed from the mid-1960s to the late 
1970s. While that growth is unlikely to 
reach the double-digit levels recorded ear- 
lier, South Korea's performance will eas- 








ily exceed the paltry 2% annual average 
growth for, 1980-82. 

» Stronger economic vitality will pro- 
mote domestic tranquility and vice versa. 

» Chun himself now seems in his 
strongest position since troops loyal to 
him, backed by tanks, installed him as 
South Korea's leader. 

Chun has prevailed primarily for two 
reasons. One is the sufferance of the 
South Korean people. They know any im- 
mediate alternative would be the same — 
another autocratic soldier, or, worse, 
North Korea. The second is that the presi- 
dent and his supporters have, by repres- 
sive methods, eliminated other conten- 
ders for power. And, because. of the 
North's battlefield capability, South 
Korea's military will continue to dominate 
the South's power structure. In effect, the 
army will act as the country's most influen- 
tial political party. 

Despite a great amount of lip service to 
the contrary, it is in the interest of the 
United States Government to support 
Chun's rigid controls on. dissent. One 
American businessman who has lived in 
Seoul for many years could have been re- 
flecting the point of view of the adminis- 
tration of President Ronald Reagan as 
well as his own when he said: “It is in our 
own selfish interest to һауе a strong gov- 
ernment that controls the students and 
labour so everything will blossom and we 
can continue to make profits." 

Some of these general conclusions may 
disturb those within and. without who 
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favour the introduction of Western-type 
democracy in South Korea. They may 
wonder why the US and other allied 
troops fought alongside the South Ko- 
reans from 1950-53 to prevent a takeover 
by godless dictatorial communists, only to 
find themselves dealing with a political 
system which bears little resemblance to 
parliamentary democracy. "The basic 
starting point of this government is vio- 
lence and massacre," says one South Ko- 
rean critic of the president. “They have to 
give the people a chance to select their 
own leaders. Like it or not [South] Ko- 
reans have grown up politically in the past 
20 years." 


here can be little argument that do- 

mestic opposition to Chun has been 
emasculated, Since the harsh crackdown 
on massive student demonstrations in 
Seoul in May 1980 and the killing of sev- 
eral hundred civilians at Kwangju the 
same month when the army put down a re- 
bellion, dissidents have known what to ex- 
pect for their defiance. In recent months 
the government has stationed scores of 
plainclothes police on campuses to quash 
student protests. Christian critics of 
Chun's rule have been jailed, nearly 90 
university professors with. anti-govern- 
ment sympathies have been dismissed and 
any independent labour movement has 
been coopted. The press is a puppet. 

These events have been played out on a 
political landscape denuded of potential 
rivals to Chun. Kim Dae Jung, who re- 
ceived 46% of the popular vote in his 1971 
presidential race against Park, languishes 
in a prison south of Seoul, serving a life 
sentence for treason. Kim Young Sam — a 
former opposition party leader popular 
with the foreign press — remains under 
house arrest. Kim Jong Pil, leader of the 
former ruling party, the Democratic Re- 
publican Party, has been barred from tak- 
ing part in politics for life. 

At least as important as these purges 
have been Chun's appointments of mili- 
tary loyalists to key posts in the Defence 
Security Command, responsible for the 
capital's security, the South Korean intel- 
ligence service and strategic commands 
throughout the army. The same young ex- 
officers who served with Chun during his 
military career continue to form the cor- 
don of advisers around him in the Blue 
House, the presidential palace. “For the 
present he seems to have the support of 
those people who supported him when he 
came to power;" said a Western diplomat. 

The result has been an enforced stabil- 
ity. Minor eruptions recur, such as the 
eight days of public protests in Kwangju in 
October after the death of a jailed student 
who staged a hunger strike. But compared 
to the three years of confusion and chaos 
which followed Park's death, the country 
has now recovered something of its morn- 
ing calm. 

Often ignored or forgotten in the de- 
bate over dissent in South Korea is the 
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burgeoning middle class, which, with the 
farmers and fishermen, comprises the 
bulk of South Korea's population. They 
prefer stability over instability, and, re- 
gardless of his methods, Chun has finally 
given them that. 

In addition, South Korea's domestic 
economy has performed better than any- 
one expected. Real growth in gross na- 
tional product for 1982 will be 5-6%, 
lower than the government's original 8% 
target, but quite good during a global re- 
cession. The biggest improvement has 
come on the inflation front, with con- 
sumer prices projected to rise only 4% 
over last year and wholesale prices only 
2% — {һе lowest rates in South Korea yet. 
With wage rises ranging around 10% for 
the year, disposable income will grow for 
the first time in three years. Farmers will 
also have a good year in 1982, after a disas- 
trous one in 1980 and a lacklustre harvest 
last year. 

The middle class, and probably other 
segments of South Korean society, have 
been preoccupied with the state of the 
economy in recent months. Unemploy- 
ment is probably а few percentage points 
higher than the government's figure of 
4.5% , but people with skills and education 
are finding jobs. And, despite 20 months 
of falling inflation, consumers remain 
sceptical about whether double-digit an- 
nual price increases have been whipped. 

The government has cleverly 
capitalised on these feelings. By em- 
phasising the precariousness of the global 
economy and continued structural weak- 
nesses in the domestic economy, it has 
tried to justify its political inflexibility. 
Most South Koreans understand this and 
so far have been willing to accept the gov- 
ernment's rationale. “If you don't make 
very bad mistakes, you'll survive — at 
least in the short term," observes one 
South Korean academic. “Dissidents and 
overseas critics who expect the fall of our 
government at any moment are under à 
great deal of illusion." 


M: Chun has relaxed the rules 
in a few highly visible areas. Early 
this year he lifted the curfew running from 
midnight to 4 a.m. which had been in ef- 
fect since the end of World War II. It is 
now much easier for South Koreans to 
travel abroad on non-business trips and to 
take more money with them when they 
do. Regulations concerning school uni- 
forms and hair styles have also been 
eased. Critics correctly call these changes 
cosmetic, but they affect the daily lives of 
the people and léave an impression of a 
government which is less austere than its 
predecessor. 

The president himself seems to be win- 
ning a little more genuine popularity. In 
recent weeks he has started wearing wire- 
rimmed glassed in public. Besides helping 
him to see better, the glasses soften his 
image of remoteness. 

What all this has done is to buy Chun 


IN 
HONG KONG 
THE MOST 
DEMANDING 
TRAVELLERS 
STAY WITH 





The Furama side of the 
harbour is right in the heart of 
the Central business district, 
only steps away from 
international banks and 
corporations. 


The other side isn’t. 


INTER” CONTINENTAL 
ON YOUR SIDE 


Hotel Furama Inter - Continental, 
No.1 Connaught Road Central, Hong Kong: 
For reservations call: Hong Kong 5-255111 
Telex: 73081 FURAM HX Bangkok 2515764 
Manila 89.4040 Singapore 2202476 


41 








ES ere tar ton rin t0 
. One is a global economic 


recovery, which 
‘would almost ensure another South Ko- 
. — mean take-off. About a third of GNP is ac- 

2e counted for by exports, which are ex- 




































Ё ted to grow only 2% this year over 
8 981. If overseas markets recover, South 
M ДУ _Когеап manufacturers, whose plant has 
"been running at only about 7096 of capa- 
, will rebound. The ripples will benefit 
I| classes and the government will take 
credit. ` 
South Korea’s cadre of 
ntéd technocrats is not about to 
nortgage the country's prosperity to such 
29 uncertain economic variable as 
олде recovery. These technocrats 
"ure persisting with austere reform pro- 
кре which have been under way for 
= re than two years. Despite their ef- 
` forts, many South Korean businessmen 
3 ain uncertain. “Frankly speaking, our 
` export competitiveness is not as high as it 
- should be,” said Roh In Hwan, executive 
deputy chairman of the Federation of Ko- 
rean Industry. *We feel it will be difficult 
: for a while.” 
` — The second thing for which Chun and 
his supporters have bought time involves 
litics. They now have a breathing space 
ae in which to prepare something essential if 
_ that dream of the vice-minister of sports, 
is to come true. The government must 
` «ome up with some kind of mechanism or 
institutional framework which will en- 
у urage a peaceful transfer of power іп 
ау Ea And, if that is to come about, then 













The go-between seeking a 
peaceful transition of power 


Chun has repeate« 

licly andi in private to senior American of- 
ficials, that he will step down after his 
seven-year term expires. South Korea's 
political history provides ample evidence 
which could lead people to view the 
pledge with scepticism. Rhee resigned 
only after weeks of student demonstra- 
tions threatened to develop into an insur- 
rection. Park changed the once-sacrosanct 
constitution to allow him to serve yet 
another term and he died violently, after 
18 years in the Blue House. But many 
people apparently believe Chun. Their 
faith is unusual, not only because of South 
Korea's political experience, but because 
there has been almost no substantive poli- 
tical liberalisation under his rule. Al- 
though he has said several times that he 
would delegate more responsibility to the 
National Assembly — a third of its mem- 
bers are appointed — decisions are still 
made at the top. 


Мс, there have been a few 
faint stirrings of participatory politics. 
A recent example was the decision by the 
assembly in October to delay for several 
years the implementation of a law which 
would require the use of real names on 
bank accounts. In many cases at present 
false names are used. The law, an off- 
spring of the kerb-market scandal 
(REVIEW, May 28) was strongly endorsed 
by reform-minded bureaucrats and ini- 
tially backed by the Blue House. 

The measure goes to the very heart, of 


scrutiny aad control. Resistance was so in- 


grained in many sectors that a com- 
promise was reached. The bill became 
law, but its provisions will be im- 
plemented at the discretion of the assem- 
bly. Cynics charge that the result was a 
face-saving ploy designed to keep the poli- 
tical-money laundromat at work. That 
may be true, but it is also the first time 
since Chun took over that the assembly 
has acted like anything but a rubber 
stamp. The outcome also showed that a 
fairly reasonable solution could be found 
to a serious problem without кюн to 
bloodshed and riots. 

Many analysts, South Korean and 
foreign alike, believe some framework 
must be created to bring more people i into 
the consensus-building process. rul- 
ing Democratic Justice Party addressed 
that issue with its plan to enrol 1-2 million 
people as members of the party in an or- 
ganisation designed to bring local con- 
cerns to the national level. There has also 
been broader participation by South 
Korea's private sector. ` 

What seems to be needed is a group or 
institution whose main job is to study the 
































. Seoul: The military will stay out of the po- 
litical arena in South Korea as long as the 
| civilian politicians behave responsibly, 
| according to Oh Se Eung. At 49, Oh is a 
| veteran of this arena, having served for 11 
years with the New Democratic Party — 
the former chief opposition party — and, 
since 1981, with the Democratic Justice 
| Party (DJP) of President Chun Doo 

Hwan. Oh, elected to the National As- 


. | sembly in 1970, was appointed minister of 


state for political affairs in May. 

In an conversation with the REVIEW, 
| which ranged widely, Oh said that his 
main job was liaison between the assem- 
bly and the administration, among the 
parties and between the government and 
the ruling party. Oh sees his major func- 
tion as being to influence the ruling party's 
will to go ahead with reforms. "I try to 
convey the value of reform to the ruling 
party and to the administration," he said. "I 
also encourage cabinet members to keep 
their commitments to the ruling party. If 
they say they will study an issue, I want 
them to report back to the assembly.” 
+. Some critics have maintained that the 
` assembly, the DJP and the opposition par- 


po an" 
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ties are simply rubber stamps for the Chun 
government. “I don't feel we are a rubber 
stamp,” Oh said. “I admit our National 
Assembly is not like the British, French, 
American or Japanese parliaments, but 
my party has the will to give whatever 
power the National Assembly needs to 
democratise towards a better system . . ." 
He said that he was unsure whether South 
Korea was prepared for an assembly with 
a full system of power such as those in Bri- 
tain and France. "With my long experi- 
ence and from academic theory, I found 
that when the National Assembly is given 
this power, it is apt to go wild, without 
having full responsibility." 

Nevertheless, he maintained that the 
assembly did influence and create policy. 
Oh cited the case of a law which would re- 
quire real names to be used on bank ac- 
counts instead of false names, as is now 
often the case. In October the assembly 
decided to delay by several years the bill's 
implementation. Oh noted that the assem- 
bly had pointed out some unreasonable 
aspects of the legislation, particularly con- 
cerning the period of preparation for the 
change. “The party and cabinet joint con- 


Oh: mistakes will be corrected. 





ference decided to leave everything to the 
National Assembly where people can ex- 
press their views through their con- 
gressmen. Then we took the assembly’s 
advice that it is better for the country to 
have more time to implement the law.” 

Asked about the possibility of the 
reinstatement of any politicians who had 
been banned from engaging in political ac- 
tivity, Oh noted that the government was 
criticised on the grounds that “the people 
who were banned are not as bad as we 
thought.” He said that if mistakes had 
been made, the government was ready to 
correct them. However, he added: “If we 
lift the ban on some people, but not 
others, there will be criticism from some 
who say, ‘I'm not as bad as that риу.’ So it 
is not conceivable that politicians who 
were not helpful to the new republic can 
return until after 1988. 

Asked why he believed Chun хома 


to See whether its provisions are adequate 
for such a transition. If Chun is serious 
about stepping down, one of his top 
priorities should be to set up a commission 
to deal with the succession. 

On the other hand, most South Koreans 
do not derive as much satisfaction from 
voting for their president as many Wester- 
ners do. Korea has been a tributary state 
for centuries, riven with factionalism. In 
the last years of the Yi dynasty, royal fac- 
tions made secret treaties with Russians, 
Chinese, Americans and Japanese to try 
to stay in power. In 1948 there were more 
than 300 political parties vying for power. 
In 1980, leaders of the opposition New 
Democratic Party argued Каты into 
oblivion. There is an old saying: “Опе Ko- 
rean is stronger than three." 

If the Korean national character makes 
a participatory transfer of power difficult 
and if the South Korean people prefer a 
Confucian strongman operating within a 
military-civilian coalition then they are 
entitled to that system. In that case Chun 
should build up a group of men to whom 
he could transfer power, grooming them 
in public so they can demonstrate their 
leadership. The alternative might be more 
violence and chaos. Chun and the mem- 
bers of his government have some time to 
make up their minds. And as one senior 
university student said, when asked 
whether South Koreans preferred stability 
or democracy: “Better people make a bet- 
ter democracy. We need some time." 


keep his word, Oh said: “Our past politi- 
cal instability has occurred due to one- 
man dictatorial arrangements. Presidents 
[Syngmán] Rhee and Park [Chung Hee] 
were very bad to stay in power so long. If 
our present government tries to do that, 
we will oppose it. We are determined not 
to let that happen again. Our duty is to 
support [Chun] until and unless he breaks 
his commitment." 

Oh stressed that South Korea had never 
before experienced a peaceful transition 
of power and that the DJP wanted such a 
transition. This was one of the reasons 
why the DJP had started a programme to 
train a million cadres for the DJP's reform 
movement, "We teach them what we have 
to reform," he said. “We hate the military 
coming in. One lesson we teach is that the 
military should stay out of politics, which 
they will do if we are responsible." 
Looking ahead to the elections for the 
assembly in 1985, Oh noted that there are 
92 districts with 276 seats at stake. In the 
1981 elections, 90 DJP candidates were 
elected and the party got two-thirds of the 
appointed seats, giving it 151.seats. "If we 
lose only 10 seats, we lose our majority,” 
he said, adding "So the election system is 
good for the opposition parties. The 
reason I joined the ruling party was to take 
wer. I thought that was better than stay- 
ing in the opposition just to criticise the 
government." — MIKE THARP 
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Seoul: When North Korean President 
Kim Il Sung visited China in 1975, after 
the fall of Saigon (now Ho Chi Minh City), 
he made declarations deemed provocative 
and belligerent by South Koreans and 
Americans in Seoul. He said, for instance, 
that if there were another war on the Ko- 
rean peninsula, all that would be lost 
would be the Military Demarcation Line 
running along the demilitarised zone 
(DMZ) dividing the two Korea's at the 
38th parallel. 

When Kim: visited Peking in Sep- 
tember, he adopted a markedly different 
tone. South Korean analysts describe his 
remarks as no more than “general political 
demagoguery." They believe Kim was 
more interested in getting. Chinese en- 
dorsement for the succession of his son, 
Kim Jong Il, than in seeking approval to 
go to war against the South. 

Kim's visit and the South's reaction to it 
are yet another reminder that — perhaps 
more than anywhere else in Asia — events 
on the Korean peninsula involve the in- 
terests of the region's major powers. 
Developments here affect both the 
strategic and tactical concerns of the Unit- 
ed States, the Soviet Union, China and 
Japan. Morton Abramowitz, a veteran 
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the superpower glaci 


American diplomat and a long-time _ 
Korea watcher, describes the relationship — 
of the two Koreas with the major powers 
as moving the glacier. S 

Recently, there have been other events _ 
on the peninsula which could move the ~ 


glacier. Considered separately, none'may — — 


be enough to start the ice inching along _ 
and, even together, their impact may be f 
slight. But, with about 1.2 million armed _ 

men facing one another across the DMZ Шш 
and tactical nuclear weapons held Бу 


American troops, these events cannot be — 


ignored. In addition to Kim's trip to Pe- — — 


king, Chinese authorities have disclosed — 


that elder statesman Deng Xiaoping and — 
communist party General Secretary Hu — 
Yaobang travelled discreetly to Pyong- JA 
yang in April around the time of Kim's — 


70th birthday celebrations. These recip- — 


rocal visits, together with 40 Mig21s which —.— 
China gave or sold to Pyongyang, lead ~ 


some observers to suggest that North — — 


Korea is engaging in one of its periodic 
tilts towards China. 

That interpretation gets more support 
when viewed against the backdrop of the — 
October visit to Seoul by four Soviet citi- — . 


zens, three from the official Tass news- — — 


agency and one official of the Soviet Gov- — 
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ernment's Cultural Preservation Depart- 
ment. This was the first time Soviet citi- 
zens had visited South Korea. Most 
analysts believe that Moscow was sending 
a clear signal to Pyongyang not to get too 
chummy with the Chinese and that Mos- 
cow could play its South Korea card. 

Other explanations of this unpre- 
cedented foray are that the Soviets wanted 
to lay the ground for their attendance at a 
meeting of the International Parliamen- 
tary Union, to be held in the South Ko- 
rean capital in September 1983, as well as 
for their participation in the 1988 summer 
Olympics, which will be held in Seoul. 
Many South Koreans thought that the visit 
indicated a change in Soviet policy to- 
wards their country. While that possibility 
cannot be ruled out, it is more likely that 
Moscow was simply sending signals and 
testing the water. It remains to be seen 
whether Moscow will invite either Kim or 
South Korean Government officials to 
visit the Soviet Union. South Korean pro- 
fessors and journalists have already made 
such Visits. 

So far there has been no formal re- 
sponse from the North Korean Govern- 
ment and no-mention of the visit to Seoul 
by Soviet citizens in the North Korean 
press. An article in the Tokyo-based, Eng- 
lish-language People’s Korea on October 
23 strongly criticised the Soviet Union for 
allowing its citizens to visit the South. But 
it is not known whether that article reflects 
Pyongyang's thinking, and the article has 
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Kim in China: like frogs in a well. 


not been reprinted in the press in North 
Korea. 


j: the past, Pyongyang seems to have 
avoided escalating disputes with both the 
Soviet Union and China over ideology. 
Some two decades ago the Soviet party 
newspaper Pravda and the official North 
Korean newspaper, Rodong Sinmun ex- 
changed barbs over differing philosophies 
about the international division of labour, 
but the argument was settled quickly. In 
1967, during the Cultural Revolution in 
China, Chinese newspapers castigated the 
cult of personality in North Korea. Pyong- 
yang retaliated in print, and then the mat- 
ter was dropped. Essentially, North 
Korea remains strongly in favour of Sino- 
Soviet rapprochement, believing it would 
help the North's bid for reunification of 
the peninsula. 

These visits occurred when some trade 
was also being done between the diploma- 
tic adversaries. South Korea and China 
have exchanged millions of dollars worth 
of goods, mainly through Hongkong, for 
the past several years, though the level 
dropped substantially this vear. Some 
US$310,000 worth of commodities also 
changed hands between the US and North 
Korea from 1979-81, according to US 
Commerce Department figures (REVIEW, 
Oct. 22). 

Although South Korea's Foreign Minis- 
ter Lee Bum Suk vigorously denied that 
there was any trade between North Korea 
and the US, there was also some debate 
about whether South Korea should con- 
tinue to oppose all American contact with 
North Korea. The rationale, according to 
foreign-policy experts in Seoul, would be 
that such contacts could ease South 
Korea's own relations with Moscow and 
Peking. 

These is also some highly unusual 
speculation in Seoul about whether South 








Korea should make its own preliminary 
tilt towards the Soviet Union, at the ex- 
pense of both the US and China. “By the 
force of recent events, South Korea would 
revise its previous policy of equidistance 
and lean more to the Soviet Union," says 
one foreign-affairs analyst. The REVIEW 
has learned that in addition to the four 
Soviet citizens, two Lao and one East 
European also recently visited Seoul, the 
first such trips by citizens of those com- 
munist countries. 

A few prominent South Koreans be- 
lieve the US has been duped for seyeral 
years by the Chinese. One former senior 
government official described China as 
the toothless lion. However, the Ameri- 
cans and Japanese were putting teeth, one 
by one, into the lion's mouth in the form of 
technology and loans, he added. 

Clearly, the meaning of these disparate 
moves remains elusive. Further, they can- 
not be considered apart from the big- 
power relations which shape history. 
What happens, for instance, on detente 
between Washington and Moscow, or on 
normalisation between Moscow and Pe- 
king, or over Taiwan between Peking and 
Washington, tends to overshadow deve- 
lopments on the Korcan. peninsula. 
Nevertheless, the recent events are impor- 
tant, if for no other reason than that they 
indicate there may be no further stiffening 
of hostilities on the part of the nations, big 
and small, involved with the peninsula. It 
is probably too soon to forecast any 
changes in basic policy, but these develop- 
ments do suggest more flexibility than has 
been shown for some time. 

A Korean epigram says Koreans are 
like frogs in a well, with the world being 
simply what can be seen in the small 
sphere of sky above. Koreans may not be 
out of the well yet, but the well-mouth 
seems to be getting bigger. 

— MIKE THARP 
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n the hunt: for missing: servicemen could 
| ington 


ations and assistanc 


Lao' Government “hails the: ed inten- 
ons.of the United States in trying to-de- 
velop relations between the United States 


and the Lao People's Democr: ic. c Repub: | 


pen and even effu- | 


O'Donohue's hosts, the same offi- 
cials said, felt that what the US official had 
totell them was very constructive. 

difficult. to say. at. the moment 
exactly: what brought’ about this new. 
warmth betweenthe former adversaries as 


| e HS 





would appear likely, how- 
ohue made some specific 


parading diplomati 


from. he pug сане, ач es | pil 


in Hawa ait Yor training in 
“remains; a proposal for 
joint US-Lao recovery teams to look for 
servicemeü's remains, and perhaps а sys- 
tem of incentives to encourage Lao coope- 
ration. 


he NLF delegation, which also visited 


Vietnam, returned feeling that obstacles. |: 


to the solution of the MIA issue were ofa 
very different nature in the Indochinese 
countries..and were more likely to be re- 
solved in Laos. Vietnamese officials had 
been open and quite friendly, the delega- 
tion said at .a . press. conference їп 
Bangkok, but had made и clear that the 
principal hurdle: to cooperation on the 
MIA issue was the US Government's pre- 


sent policy оп Vietnam, The. Lao, on the 


improve relations with the US 
| tits close ties with Hanoi 


Washington: The 
_reception extended Бу v to vi 


.| ranging 
Ё from F Ha 


| Depattmient ofiiciay de. 
ону working 





months in the contentious and long- 


standing matter of accounting for US 
servicemen missing in action (MIA). 


“After the cordial reception given to the 
"American National League of Families; 
-who were taken to former Lao battle | 


areas in September, O'Doriohue set out 
to sniff the wind for signs of chang 
Vientiane. E 
He was not disappointed — as the’ 
Government statement made cl 


тошеп still ina very foals stage," 
the O'Donohue visit has strengthened 
hat “Laos may well. 








Lao went to the unprece 
taking the delegation to tw 
one in Viengsay in nor 
other in Pakse in the sout 
sions the government seta 
dent м by oe members 


ea e, part of the. oun wa wh 
ed the Pathet Lao. command d 


aie. said to have 
died in the late 1960s. T! 

p and. dismal. place, 
` group later told journalists. in P 
_ another delegation 


previously been the quarters. of 
Souphanouvong, now. Lao pre 
-Pakse the group visited what 
be the crash site ofa C1 
covered two frag ; 
In discussion 
officials stresse 
- rian assistance, their wil 
-erateon the MIA issue and t 
the. upgrading of. diplomatie 
They also intimated they woul pe 
the participation of members af the 
and the US: Army’s Central Identi 
Laboratory in mixed Lao-US teams 
would search crash sites. 
Members of the delegation: 


one which the pre 
persona inter s in," 


ane тау! E attempting to 
tions to offset Hanoi $ 


spearheaded 


Democratic Kampuchea coalitio 


moves — and officials here stress thi 
all still very tentative — the US w 
ok for greater concrete cooperation с 
the MIA issue. Laos, it is th | 
be looking for aid, though. this | 
specifically. mentioned du 











,the 

= ment for development assistance for the 

locality visited. Broader, long-term Lao 
| Cooperation would encourage the NLF to 
press for a full-scale development pro- 
gramme. The delegation is, in fact, re- 

orted to have taken home a request list 

E the Lao, detailing the sort of deve- 
, lopment assistance Vientiane would like 

from Washington. The list is thought to in- 

` . elude schools and dispensaries. 

On their return to Washington, mem- 
__ bers of the delegation appeared before the 
sub-committee of the House Foreign 

elations Committee. One member of the 

oup, Col Earl Hopper, а retired official 
the Defence Intelligence Agency, told 

'ressmen that the ball was “now in the 
IS Government's court," and called for 


: 3 ot diplomate among them the upgrading 
_ of diplomatic relations — in response to 
entiane's new-found goodwill. 






M 














{115 not yet clear how far the US Gov- 
_ Bernment has decided to follow the NLF's 
_ advice, and US officials contacted by the 
| REVIEW were unwilling to speculate on 
here the ball actually does lie. Officially, 
_ O'Donohue's visit to Vientiane was said 
to have been part of his annual trip around 
.the region. His predecessor, however, 
es not seem to have gone to Laos, and 
E in Washington say that 
 O'Donohue's Vientiane stopover was 
. added to the itinerary only when the suc- 
. cessful outcome of the NLF's visit became 
. US diplomats said that O'Donohue 
. conv his government's appreciation 
. to the Lao for the cooperation on the 
=- MIAs and the ^ fon added cautiously 
` that a process Of improvement in US-Lao 
tions has started. Other diplomatic 
ces say, however, that the US may 
e suggested improved diplomatic rela- 
n: material incentives in return for 
er Lao cooperation on the MIA ques- 
n and езше fae Lao gestures in return 
= which would maintain the present 
то ntum. 
—... One reason that the State Department 
I ight want to keep the momentum going 
{ t the present moves, reportedly, do 
E have unanimous support in 
\ оь. ite the impeccable con- 
- servative credentials of a group like the 
- NLF, the overtures to Vientiane have met 
_ with some opposition from the Right and 
_ from the Department of Defence. Penta- 
e officials, according to one source in 
. Washington, have expressed their unhap- 
~! ncs at the idea of apparently buying 
Ет es. 


For the time being, efforts to improve 
| relations are focused on the MIA issue. In 
_ the long term, however, some US officials 
. may be hoping, or half hoping, to wean 
_ Laos away from Vietnam. So far the Viet- 
—. патеѕе have not commented on the new 
.. developments, but officials close to Hanoi 
say that they regard recent events as being 
| positive. a 
в 
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Noe and wisdom, happiness and 
tragedy are uniquely combined in a 
pocket-sized, 132-page handbook which 
describes the introduction of the electric 
telegraph system in England in July 1837 
and its use since then: Live Wires by 
Angus McGill with Kenneth Thomson 
pn cy and . Robertson. £1.95 
[US$3.50]). 


Two Englishmen, who were knighted, 
won their historic patent for *Improve- 
ments in Giving Signals and Sounding 
Alarms in Distant Places by means of 
Electric Currents transmitted through 
Metallic Circuits." They were William 
Fothergill Cooke, described as *a gifted 
amateur," and Charles Wheatstone, 
professor of experimental philosophy at 
King's College, London (who also in- 
vented the concertina); and their first 
electric telegraph, which connected the 
railway stations of Euston and Camden 
Town, only a mile or so apart, could 
transmit five words a minute — provided 
the words were short. 



























grams on line, as it were, until 
1844, under the direction, natur- 
ally enough, of Samuel Morse. 
He sent the first American tele- 
gram (appropriately): WHAT 
HATH GOD WROUGHT? 

"From then on, the electric 
telegraph raced away," McGill 
and Thomson record. “Tele- 
por lines followed railway 

ines wherever they went, first in 

iron tubes, then slung high on 
the new telegraph poles. In 
towns they were strung across 
the rooftops, wrapped around 
chimney pots, looped from 
parapet to gable end. In the country they 
went from tree to tree, and soon Europe 
and America were covered in a spider's 
web of copper wire.” Worldwide instant 
communication was on its way. 

Live Wires gives an r рЫ if (or 
because?) condensed — report, but the 
authors have concentrated on a clas- 
sified collection of the world's greatest 
— if often shortest — cables exchanged 
by the world's greatest leaders, writers 
and personalities over the years. 

"The electric telegraph began life,” 
they point out, “the year Queen Victoria 
came to the throne and in time they were 
to celebrate their diamond jubilees to- 
gether." Queen Victoria, it seems, pre- 
ferred to send telegrams around the 
world rather than to write letters — in 
war or peace. Her message on that 
shared jubilee in 1897 was a telegram: 
FROM MY HEART I THANK MY BELOVED 
PEOPLE. MAY GOD BLESS THEM. 

Scotland Yard soon got in on the tele- 
graph scene. (Scotland Yard's tele- 
graphic address is still HANDCUFFS, LON- 
DON.) The detectives first used wireless 
































The Americans didn't get their tele- 








telegraphy in July 1910, to capture tl 
distinguished London cellar murdere 
Dr Crippen, and his girlfriend who w 
disguised as his son, when they landed 
Montreal. Thirteen cables were є 
changed between the captain of the vt 
sel in which Crippen was escaping а 
Scotland Yard, which rushed its dete 
tives aboard a faster boat that beat Cri 
pen to Canada. ; 

Authors, poets and playwrights, it a 
pears, have revelled over the years 
sending cables rather than letters. Nc 
Coward had a great weakness for frai 
cables — in verse. Here is one of his c 
bles to Gertrude Lawrence when she w 
married to Richard S. Aldrich: 


DEAR MRS A. HOORAY HOORAY 
AT LAST YOU ARE DEFLOWERED 
ON THIS AS EVERY OTHER DAY 
ILOVE YOU. NOEL COWARD 


I was personally gratified to find th 
several notables, including Sir Winstc 
Churchill, Gen. Archibald Wavell ar 
former Australian prime minister S 
Robert Menzie 


the Bible to coi 
vey their tel 
graphed me 
sages. When I w; 
filing more fn 
quently to one « 
my London pul 
lications, TI 
Economist, my u 
bane foreig 
editor and I ofte 
concluded our c; 
bled messagt 
with an appropriate biblical chapte 
and-verse notation. Sometimes censo: 
in Moscow and certain Asian countric 
suspected me of using a code and I had t 
point out the biblical quote — I still сап 
a Bible on my travels — and explain th: 
I was a part-time religious reporter. 

In November 1943, Churchill ii 
formed President Franklin D. Rooseve 
that he still wanted their summit confe 
ence (which I reported) to be held j 
Cairo, despite FDR's objections, t 
merely telegraphing: SEE ST. JOH) 
CHAPTER XIV, VERSES 1 TO 4. 

The passage reads: 

Let not your heart be troubled; ye bi 
lieve in God, believe also in me. 

In my Father's house aré many mati 
sions: if it were not so I would have tol 
you. I go to prepare a place for you. 
And if I go and prepare a place for you, 
will come again and receive you unt 
ee: that where I am, there ye may b 
also. ' 

And whither I go ye know and the wa 
ye know.* T 


FDR agreed. 
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We at Minolta feel that the mark 
of a fine plain paper copier is how 
well it can reproduce halftones. And 
making perfect halftone copies is a 
lot like making toast: it's easy to make 
them too light or too dark. Most 
conventional copiers cannot copy 
halftones faithfully: their halftone 
copies are usually too white or too 
black 





fine in texture. The 
solids. Superb half 





inolta PPCs 


Our PPCs give the user out 
standing halftone reproduction 
halftone copies that are often cleaner 
and crisper than even the original 
And, naturally, line portions and solid 
portions that are made with great 
larity and precision, too 
Minolta PPCs combine many 
advanced technologies to aive them 
their superior halftone copy quality 
and consistency Опе, the Minolta 
Micro-Toning System. accurately 
eproduces the tonal gradations of 
the original while applying a more 
uniform deposit of toner onto the 
copy paper A ‘softer’ image is thus 
derived, giving superb definition to 
halftone copies 


— 








make perfect 


Our Automatic Image Density 
Control and Automatic Bias Adjust- 
ment systems help insure that each 
following copy will be exactly like the 
first. With no guessing. No fiddling 
with knobs, dials or levers. With no 

oops, too light... oops, too dark 
halftones and a wastebasket over 
flowing with expensive discards 

Consistently-excellent halftone 
reproduction is why more and more 
users are turning to Minolta EP-series 
plain paper copiers. Because if you 
can copy a halftone perfectly, line 
and solid portion copying is a snap 

And that, folks, is why Minolta 
EP-series copiers are known as “the 
toast of the town’! 





EP710/EP530R/EP530/EP320/EP 310 
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RA СО LTD. Business Equipment Division 


30, 2-Chor Azuchi- Machi, Higashi-Ku, Osaka 541, Jopar 


See the full Minolta EP-series PPC lineup at these Minolta 
subsidiaries and distributors 





LL 
Е а 
————— ڪڪ“ س ج س‎ 





Taiwan: Aurora Corporation 8th Floor, No 148, Sung Chiang Road 


Taipei Phone 563-9971 
Hong Kong: Minolta Hong Kong Ltd. 6 hatham Road Soutt 


antre, KOW е 3-676051 


Singapore: Minolta Singapore (Pte) Ltd 5th Floor, Chiot Hong Bldg 


110, Middle Road, Singapore 0718 Phone 3365441 

Malaysia: City Marketing Sendirian Berhad Lo! 3. Jalan 223 
Petaling Jaya, Selongor Phone 577476 

Thailand: Technical Supply Co, Ltd. 1808-1812 Kasemra! Roar 


Kloengtoey Bangkok 10110 Thailand Phone 391-( 





Philippines: Floro Enterprises, Inc. 500 Carlos Polanco Street, Quiap: 
бана нле | 


1 
18-28-91 


Indonesia: РТ. Perdana Nirwana Abadi Со. 6 7Е Krekot Raya 


Jakarta Pusat Phone 372609 


India: Methodex Systems Pvt. Ltd. 60 7-8 Meghdoot 94 Nehru Place 


Jew Delhi-1 10019 Phone 682475 6824 7€ 

Pakistan: Allied Equipment Ltd. First f Nelson Chambers, 1. 1 
hundrigar Rood, G P( Box 680. Karact | Phone 210146 
Bangladesh: Brothers International Limited GPO Box 767 


Montuhee ) Phone 232293 
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*xcellence is achieved only th 
‘onsistency and innovation. 


And daring. 
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That dramatic moment when 36 
pairs of hands join together in the midst 
of an azure sky is not merely a lark. 
Itisachieved through constant practice, 
hard work and ingenious techniques. 
And people inspired by a common pur- 
pose to work as one. 

It is this common purpose and 
teamwork which provides the ability to 
perform consistently under pressure. 

To work with confidence through proven 
experience. Daring. It is part of a real- 
life philosophy, which, when practiced 
properly, yields handsome rewards. 





how they work for you. 


Bankers Trust was asked to finance a 
first in world industry—a unique 
floating polyethylene plant. The plant, 
developed and sold by Union Carbide, 
was built in Japan, then floated 14,000 
miles to South America, where it 
became one of the largest producers of 
polyethylene on that continent. 

The necessary Eurodollar financing 
required the expertise of Bankers Trust's 
World Corporate bankers. Our Loan 
Syndication specialists. Our Corporate 
Financial Services professionals. 


And our Latin America and Foreign 
Exchange units. 

People from three continents were 
brought together to work as one, 
carefully guided by one of Bankers Trust's 
experienced relationship managers. 
Someone who had the daring and exper- 
tise to realize the potential of people 
working with a common purpose. People 
inspired by the pursuit of excellence. 

It is this kind of performance 
into which our philosophy translates. Per- 
formance which makes Bankers Trust 
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stand out in our industry. And the kinc 
of performance which helps make our 
clients first in theirs. 


Bankers Trust 


Company 
Worldwide 
An international banking network in 
35 countries. 
280 Park Avenue, New York, N. Y. 10017 ; 


Member FDIC © Bankers Trust Company. 








Household appliances is written with a “Z” 


Every single working day 16,000 domestic appliances roll off 
our production lines. 

Bound for kitchens anywhere in 111 countries. 
Because we are Europe’s biggest manufacturer of domestic 
appliances ...and its most innovative. 

Constantly finding new and better ways to wash and dry the laundry, 
do the dishes, keep your food fresh, cook your meals. 
To bring you technology you can really feel at home with. 
Because Z is for Zanussi. 





ZANUSSI 


people working for people 


Industrie Zanussi spa 
O. Box n. 218 - 33170 Pordenone (Italy) 
Tel. (0434) "e. Telex 450363 - Cables: Zanussi spa Pordenone 








LI Ж vk 
iT ^. dg E 35 


%۹ 


К 





t 


my 


-Z LN 


In New Zealand you'll 
into hot water. 


In New Zealand, you'll find haze of sulphur and steam. Bangkok and Singapore you 
more places to get into hot And when it's time to cool сап fly to New Zealand, the 
water than anywhere in the off head for our Southern Pacific Islands, U.S.A. and 


oy getting 


world. Because at Rotorua Alps, where you'll enjoy Asia on our Circle Pacific 

we have hundreds of hot some of the world's best Fare. Or travel one way to or 
spots. Ranging from lakes to skiing. You can even take a from the U.S.A. on our South 
small pools, where you can skiplane and land on a Pacific Explorer Fare. For 
laze in the warm thermal glacier. Then head down to details call your Tre Pacifics 
springs. After a relaxing dip, our fiordland where you'll travel agent, or ^ Number One 
you'll be ready for the discover cascading water- Air New Zealand. 

spectacular sights. Steaming falls, rain forests, and the Come home 

geysers shooting high in the quiet majesty of Milford with us soon. We 

sky. Pools of bubbling brown Sound. promise you a 

mud surrounded by a hellish From Hong Kong, warm welcome. 
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HE NEW REGIONAL TRANSPORT AIRCRAFT 
е 42749 раѕѕепдегѕ 


RANSOME AIRLINES, U.S.A. 
COMMAND AIRWAYS, U.S.A. 
FINNAIR, Finland 
WRIGHT AIRLINES, U.S.A. 
AIR LITTORAL, France 
AEROCESAR, Colombia 
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When man is an island 


Sour Sweet by Timothy Mo. Andre 
Deutsch. £7.95 (US$13.70). 


ALTHOUGH only the second novel by 
Hongkong-born Timothy Mo, Sour 
Sweet was rightly nominated for Britain's 
Booker Prize for literature this year and, 

also rightly, did not stand up to opposition 
from writers such as Anita Desai and 
Thomas Kenneally, the eventual winner 
— rightly because, though the book works 
wonderfully well on one level, it tries to 
accomplish too much and what could have 
been a great novel is merely a good one. 

Where it works is as a study of the ordi- 
nary lives of the Chen family — husband, 
wife Lily, son Man Kee, sister-in-law Mui 
and, latterly, grandfather Chen. It lov- 
ingly describes their origins in the New 
Territories and their arrival over the vears 
in London — first for Chen to work as a 
waiter in a Soho restaurant, then for the 
whole family to work together, son and 
all, in a tiny take-away réstaufant in a re- 
mĝte south London suburb. 

It is a slow, almost 19th-century ap- 
proach, describing the minutiae of every- 
day life — but describing it so well that it is 
as gripping as any thriller. Will little Man 
Kee make it home on the bus from school 
alone? Will unlicensed: driver Lily be 
picked up by the police? Will the taxman 
finally catch up with the Dah Ling Restau- 
rant? Who is the father of Ah Mui's baby? 
Soap opera, maybe, but soap opera on a 
Dickensian scale. 


Where the book, iri this reviewer's opin- 
ion, goes wrong is in the parallel story, 
about the struggle between two rival triad 
groups and the struggle for power within 
one of them. The triad connection is 
necessary to the plot, because of Chen's 

ripheral — and finally fatal — connec- 
tion with them (though even this is a touch 
of melodrama which, if anything, detracts 
from the charm of the main theme). 

However, one cannot escape the feeling 
that the triads, complete with ancient 
ritual and codenames such as Grass San- 
dal, White Paper Fan and Red Cudgel, 
though completely authentic, were 
brought in as a touch of local colour and a 
sop to Western readers. 
One inter-triad fight, for 
instance, comes straight 
out of a kung fu movie and 
is almost laughable in its 
violence. 

This may seem unfair: 
the picture that the book 
paints of the London triads 
is perhaps valid. Their iso- 
lation is as deep as that of 
the Chen family. The old- 
style triad members are 
represented as an anachro- 
nism in a society in which 
gangland is gangland and 
there is no room for senti- 
ment, for attachment to 
either persons or cultures. 

And there is a fascinating 






























comparison of the various lifestyles - 
Chinese in London — the Soho milieu 
the Chinese restaurant waiters, wor 1 
all hours and taking their re 
Chinese-language cinemas or ga 
dens; the triad members, running tl 
tle world and obsessed by dreams of 
ple boxers or Chicago gang watfare, 
finally the little Chinese island of the Ch 
family alone in anonymous suburbia. 

But it is all too tempting to believe ti 
Mo felt that Western readers would not} 
able to take a simple everyday s 
Hongkong immigrants seriously and 
it had to be spiced up with a dollop o 
Manchuism — just as the tasteless 
pellets Chen serves tö his undiscrimit 
ing customers are spiced up' with 
orange sweet-and-sour sauce. If this is. 
itisa great pity. 

The microcosmic study of the Chi 
‘family, its intra-family 1 © 
lationships and its relation- - 
ships with its tiny handful — 
of friends could have been _ 
a notable first for a Hong- _ 
kong writer — a studyo fo 
Hongkong people as 
people rather than as h 
mere backdrop to a story o 
big business or crime orna- _ 
tural disaster. It could have - 
ranked i in Hongkong of 7, 







Prawer Jhabvala on India. _ 
Its stature has unfortu- - 
nately been lowered by s 
apparent pandering to 
supposed taste for the e O- 
tic. — M. Mac! 3 jd 
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An innocent abroad in Hongkong 


Filthy Rich by Keith Colquhoun. John 
Murray. £7.50 (US$12.95). 


THE REVIEW has been remiss in not tak- 
ing notice earlier of this, the sixth novel by 
our former news editor. But it is perhaps 

ropriate that it should be reviewed 
along with Sour Sweet, as it is also about 
alienation, this time the alienation of the 
gwailo or foreigner in Hongkong. While 
British press comments on Timothy Mo's 
book were generally laudatory, the re- 
sponse of the press in iem ард, to Colqu- 
houn was not so encouragi ne review 
in the South China Mose Post was par- 
ticularly scathing. 

However, it may be that this is because 
the expatriate in Hongkong has come to 
expect a certain aura in books about his 
adopted homeland — Chinglish adapta- 
tions of Cantonese (which few authors can 
do as well as Mo), bags of descriptive stuff 
of the “lacquered-ducks-glowing-red-in- 
the-lamplight" school, rambunctious typ- 
hoons and the rest. Plus, of course, a 
pedantic obsession with the correct trans- 


Last sje giga ntt c tlc 


literation of Chinese words and place- 
names. 

Colquhoun, true to his understated 
type, has avoided such frippery (includ- 
ing, unfortunately, the correct translitera- 
tion of place-names). His typhoon, for in- 
stance, peters out, as do so many Hong- 
kong typhoons, into days of drizzle. But 
there are some descriptive gems in his 
work — such as the description of the 
tenement o ite protagonist Michael's 
flat in Old Bailey Street and that of the 
outlying island of Cheung Chau. 

In short, Colquhoun's | descriptive 
technique is much like Mo's. Mo does not 
blind the reader with descriptions of Soho 
nightlife. But he shows his powers of real 
Observation in a description of a suburban 
wasteland — or of the improvised winter 
clothing of a Chinese girl in snowy Eng- 
land. 

But, like Mo's, this book also has a seri- 
ous — perhaps fatal — flaw in the plotting. 
It concerns Michael, aged 18, summoned 
from his English boarding-school to 
Hongkong by his father — a faraway fig- 


ure of whom he knows nothing, not even - 
what he does for a living. His arrival in 
Hongkong is a series of rude shocks and. 
mysterious encounters with mysterious . 
people, but he is set up in a flat and even - 
provided with a girl by his father, who — i Z 
15 not difficult to guess — is a policeman i. r. 
and a corrupt one. А 
The 18-year-old innocent abroad is a 
perfect vehicle to show the loneliness of 
the stranger in a strange land, and the mys- _ 
terious encounters add to his alienatio: п. 
His aimless wandering through the 24) 
beautifully described, as is his developin 
but arm's-length, relationship with. t| 
Chinese girl, oe provided throu 
blackmail by his father. ДГ 
The allegory is sound and even tl 
melodramatic denouement has a сег 
aptness. Where the false notes occur is 
the total suspension of belief required to _ 
explain the lack of communication Без 
tween father and son; similarly to accoun! 
for the fathers somewhat 
method of storing his ill-gotten gains, 
in Colquhoun's tendency to overdo 


mysteriousness. Too much G 
bad as an overdose of Fu Manch meh, D. 
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Texas Pacific fights a Thui bid to control the key LNG scheme 


Guns out over gas 


e - By Paisal Sricharatchanya 
Bangkok: Four months after the govern- 
. ment formally decided to allow the export 
| of liquefied natural gas (LNG), Thailand's 
ambitious LNG plans appear to be 
shrouded in uncertainty and confusion. 
` The major obstacle centres on a simmer- 
` ing conflict between the Thai Government 
` and Texas Pacific Thailand Inc. — the 
- United States concessionaire whose gas 
discoveries in the Gulf of Thailand will 
supply the LNG project — for majority 
control of the export scheme. 
— Inamove which caught Texas Pacific by 
rise, the government decided to set up 
a wholly Thai-owned pilot company to 
undertake necessary arrangements for 
LNG exports in August, one month after 
the cabinet go-ahead. Official plans call 
for the government and Thai interests 
Е ed to own a combined 60% of the 
| es, leaving the remaining 40% option 
Texas Pacific or other foreign in- 
` terests. The tentative arrangements have 
-— brought strong protest from the American 
pe which, though welcoming govern- 
nt participation, insists оп majority 
К of the project. 
| lInacountry where government involve- 
X Ши in large projects often results in long 
. delay and where the efficiency of direct 
3 government management in business ven- 
[ures is questionable (given the examples 
_ Of numerous loss-making state enter- 
prises), Texas Pacific's reluctance to go 
. along with the official plans is understand- 
| able. Perhaps more important, the Ameri- 
ug. can company believes it has the right to 
- produce, sell or dispose of petroleum — 
12 dr luding exports in the form of LNG — 
under the Thai Petroleum Act and the 
concession agreements. 
.. The government, however, sees things 























be of maximum benefit to the Thai public, 
L ` the authorities feel local interests should 
have a majority stake in the export 
scheme. The sheer size of the project has 
` apparently sharpened nationalistic con- 
B _ siderations: a fully developed, two-train 
— LNG complex involving up to US$3.7 bil- 
—. lion in investment and capable of produc- 
— ing 3 million tonnes of LNG a year stands 
` toearn roughly US$1 billion in foreign ex- 
` change. 
. The massive project was originally con- 
ceived as a joint venture between Texas 
Pacific, which will develop the upstream 
sector, and the PSA group of companies 
— a Bangkok-based, diversified business 
group engaged in finance, manufacturing 
and exports, headed by well-known Thai 


entrepreneur Paul Sitthi-Amnuai — 
which will be responsible. for the 
downstream aspects including marketing 
the product in Japan and possibly South 
Korea. PSA is a minority partner in Texas 
Pacific's concessions. 

The government strategy to treat the 
scheme as a national project has left the 
proposed joint venture out in the cold. 
Notwithstanding the. broader aim of al- 
lowing a more diversified local private- 
sector participation, there is a feeling in 
some quarters here that the strategy is also 
designed to squeeze PSA out of the pro- 
ject. As one senior government economic 
planner told the REVIEW: "Because the 
project is so huge, PSA cannot expect to 
have the cake and eat it alone. There 
should be a wider distribution of wealth." 





The officially envisaged ownership struc- 
ture of the pilot company will be: 25% 
Thai Government, 35% Thai interests and 
40% foreign interests. 


top-level mission led by Dallas-based 

Texas Pacific Oil Co. president R. M. 
Brackbill and Philip Beekman, president 
of Canada's Seagram Corp., which owns 
Texas Pacific, was due in Bangkok on 
November 10 for talks with members of a 
Thai committee in charge of natural-gas 
development for export to resolve the 
controversy. Following repeated re- 
quests, some of which were earlier re- 
jected, the mission will meet Prime Minis- 
ter Prem Tinsulanond. However, obser- 
vers expect Prem to treat the meeting as a 
courtesy, leaving detailed negotiations to 
other committee members (he chairs the 
committee). Sources said the mission 
secured a meeting with Prem after much 


lobbying, including representations by the 
US Embassy here. 

Because there have been по formal dis- 
cussions since the government decided to 
allow gas exports in July, the outcome of 
the talks remains uncertain. Texas Pacific 
is expected to stand firm on its legal right 


to produce and export — and hence have . 


majority control of the LNG project. The 
Petroleum Act clearly states that such 
rights shall not be abrogated unilaterally. 

There may be one minor catch, how- 
ever. The law says the government shall 
not restrict the export of petroleum except 
in cases covered by Section 61 which 
states: “In the event of necessity in respect 
to the security of the country or for the 
purpose of having an adequate supply of 
petroleum for the demand in the king- 
dom, the [industry] minister shall have the 
power to issue a notification prohibittng 
temporarily the export of all or part of the 
petroleum produced by the conces- 
sionaires . . .” 

But this section seems irrelevant in the 
context of the LNG project. The govern- 
ment has decided to allow gas exports on 
the presumption that there are sufficient 
gas reserves in the Gulf of Thailand — of- 
ficially estimated at about 16 trillion cu. ft 
— for domestic needs, with the excess for 
export. Between the two American con- 
cessionaires which have made successful 
finds, Texas Pacific has about 7.1 trillion 
cu. ft of proven and probable reserves in 
just one structure, while Union Oil Co. of 
Thailand, a local unit of Union Oil of 
California, is said to have about 7 trillion 
cu. ft of proven and probable reserves in 
six structures. Government officials and 
company executives have indicated that 
there is potential for more in unexplored 
areas. id intor i 
Although supply shortfalls from Union 
Oil's Erawan field under its first gas-sale 
agreement. with | the .., government 
(REVIEW, Oct. 1) have raised scepticism 
over the accuracy,,of, they announced 
offshore gas reserves, authorities believe 
the faulty reservoir structures of that par- 
ticular field are unique. On top of the con; 
tracted 250 million cu. ft daily supply from 
the first agreement, which is unlikely to be 
met fully because of the Erawan field prob- 
lems, Union Oil signed a second gas-sale 
agreement with the Petroleum Authority 
of Thailand, the national petroleum com- 
pany,,in May this year covering five addi- 
tional fields in the Gulf, with production 
scheduled to begin in early 1985 at 150 mil- 
lion cu. ft daily, rising to an optimum 400 
million cu. ft later. 

Given the clear-cut provisions under 
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: Bangkok Bank, Siam Commercial Bank, 
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and United Thai Shipping Co. (Unithai) 
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Although Sommai is only one of several 
 gas-export committee members, he has 
зеп entrusted by Prem to 
spearhead arátions to get the project 
ground because of his good connec- 
ions in Japan — potentially the most 
y: market for Thai LNG as well as the 
biggest source of financing. The choice of 
'Sommiai is ufiderstandable since he was 
educated in Japan. and peaks fluent Ja- 
рапеѕег 
During his Tokyo visit in September, 
Sommai held separate discussi 
various Japanese conglomerates and in- 


vited them to submit firm proposals for 
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| Tokyo, PSA has already signed a letter of | i 
intent plus a firm agreement with Nissho- | | 
‘Iwai to sell 1.5 million tonnes of ENG 


starting from: 1987. The agreement is said 
to have been concluded late last year after 
Industry Minister. Chatichai Choonhavan 
unofficially told Brackbill during his 
Bangkok visit in mid-1981 that Thailand 
would allow gas exports. 

After spending about US$150 million 
on exploration, exceeding its investment 
requirements by more than US$100 mil- 
lion, Texas Pacific is obviously frustrated 
by! the кы things have developed. Ina let: 


Bangkok: The nobii episode which 
has grown out of the Thai Government's 
attempt to override. Texas Pacific Thai- 
land Inc.'s plans to export liquefied natu- 
ral gas (LNG). could have a significant 
negative impact on the general foreign-in- 
vestment climate here. 

In a strongly worded letter dated Oc- 


tober’ 8 to: Industry Minister Chatichai 


Choonhavan and copied to Prime Minis- 
ter Prem Tinsulanond; К.М. Brackbill; 


president of the Dallas-based Texas 


Pacific Oil, which owns the Thai unit, 


„charged that the Thai Government's ac- 
| tion bordered on “nationalisation and. 
could force the-company to consider rè- 


medies provided for in thé concession 


could be embarrassing to all concerned 
Your excellency will undoubtedly be con- 
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INDUSTRY 


Transport, Indian style: a new deal for the middle class? 


The people's car revs up 


Maruti of India signs a joint-venture agreement with Suzuki 
to produce a range of low-cost cars, vans and trucks 


By Salamat Ali 

New Delhi: Hopes of modernising India's 
vehicle industry and of bringing car own- 
ership within range of many more Indians 
came a step nearer to realisation with a 
joint-venture agreement signed in Oc- 
tober between Maruti Udyog, a new In- 
dian public-sector company established at 
a cost of US$230 million, and Suzuki 
Motor Co. of Japan. 

According to Arun Nehru, one of the 
government-appointed ^ directors of 
Maruti, the three-cylinder, 800-cc., four- 
door Maruti Suzuki passenger car (along 
with Maruti's commercial vans and pick- 
up trucks) will be the first among several 
new vehicles expected to enter the domes- 
tic market soon. 

Under the Maruti-Suzuki deal, valid for 
the next 10 years, Maruti has also acquired 
an option on technology for a three-cylin- 
der, 1,000-cc. car now being developed by 
Suzuki, and any other four-wheel motor 
vehicle that Suzuki might develop and 
manufacture. Suzuki has an initial equity 
participation of 26% in the joint venture 
and has the option to increase this to 40% 
"either directly or through a business asso- 
ciate." It has the right to participate in the 
management of the joint company and 
place its directors on the board in direct 
proportion to its equity holding. 

The Indo-Japanese joint venture is to 
go into production by the end of De- 
cember 1983, with 33% local components, 
going up to 90% at least by 1988. The pro- 
duction target of 20,000 vehicles in 1984 is 
to be increased to 100,000 by 1988. The 
president of the Suzuki Co. of Japan, 
Osamu Suzuki, met Indian Prime Minister 
Indira Gandhi on October 5 and assured 
her that the first Maruti would roll off the 


assembly line in 1983. He told reporters 
later that his company considered the 
local venture very important and for that 
reason he himself would be on its board of 
directors. 

The main attraction of the "people's 
car," as the Maruti-Suzuki vehicle is de- 
scribed locally, is its fuel efficiency and 
promised low price. The car and the van 
are to give 20 kms and 17 kms, respec- 
tively, per litre. Inclusive of everything, 
the total price payable by the purchaser is 
not to exceed Rs 45,000 (US$4,700). 
Given tax concessions, this price could be 
even lower. Maruti's cost of imported 
components is a closely guarded business 
secret. But other local vehicle manufac- 
turers — all in the private sector — argue 
that the price Maruti has promised to con- 
sumers will not be feasible without prefe- 
rential duties. However, the government 
has been making seemingly contradictory 
statements on this subject. 


posso Minister N. D. Tiwari an- 
nounced at the end of September that 
there will be no official discrimination 
against any group of local manufacturers. 
On the other hand, he told parliament on 
October 6 that a proposal is under consid- 
eration to exempt the Maruti car from 
duty so as to bring it within reach of the In- 
dian middle class. He did not say whether 
the exemption would be of customs duty, 
excise duty or sales tax or all these levies. 

Suzuki's equity participation in the pro- 
ject is not only the largest single Japanese 
private investment in India to date but 
also the largest investment by any foreign 
company in setting up a new enterprise. 
According to official sources, this collab- 





oration has been sought because the local 
motor industry had failed to update 
technology, necessitating the creation of a 
public-sector company to import technol- 
ogy and to protect the consumers' in- 
terest. This view, however, is disputed by 
the private sector. i 

S. L. Bhatter, president of Hindustan 
Motors, the foremost car manufacturer in 
India, argues that the government has 
strangled the car industry through con- 
trols and restrictions on the grounds that 
cars are luxury items. Official price con- 
trols did not allow companies to generate 
sufficient resources to pay for modernisa- 
tion. His company was able to pay its first 
dividend only in 1981-82, after 12 years. 
Also, he said, the government has never 
accepted any request for release of foreign 
exchange. His own company's request, as 
far back as in 1966, for a US$20 million 
foreign-exchange release to pay for mod- 
ernisation, was rejected out of hand, he 
said. 

On the other hand, it is undeniable that 
along with Premier Automobiles, manu- 
facturer of a local version of the Fiat 1100, 
Hindustan Motors' outmoded version of 
the old Morris Minor has held a near 
monopoly of the local market for more 
than a decade. The companies have been 
able to sell their over-priced and some- 
what shoddy cars to a captive market that, 
because of a total ban on car imports, has 
to wait a year or more for delivery against 
orders booked on significant down-pay- 
ments. The balance of the price is payable 
on delivery. 

But, according to Bhatter, the govern- 
ment's new liberalised policy has enabled 
him now to invest US$30 million in the 
purchase of second-hand dies from Vaux- 
hall Motors of Britain and to plan a further 
outlay of US$120 million for manufactur- 
ing a new engine. Bhatter, who is now 
negotiating for a new engine plant with 
manufacturers in France, Japan, Britain 
and West Germany, is confident he can 
produce a new 1,600 cc, fuel-efficient en- 
gine for a car with new axle and transmis- 
sion system plus new steering and suspen- 
sion. He does not fear competition from 
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: The Reuter Foundation invites journalists from developing countries. 
to apply for Fellowships tenable at Oxford University, England, and: : 
Stanford University, USA, for the 1983-84 academic year. : 
The Foundation is a trust set up by Reuters, the international - 
news organisation, to assist journalists by providing special 
opportunities for academic study and research. One of its objectives 
is to help narrow the gap in information technology between the |. 
developed and developing worlds. The Foundation will appoint two 
` Reuter Fellows at each university in the first year of the programme. 
.. Fellowships are open to citizens of developing countries who — 
are employees of newspapers, magazines, news agencies or 
broadcasting organisations. Applicants must be aged between 25. 
= vand 40 and have at least five years’ professioni experience as. 
© journalists. 
“The deadline for receipt of ‘completed applications i is ar 
; Бие! 1982. 
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years, was extended twice until the Indian 
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mastered the technology and began mak- 
ing the Bajaj scooter and exporting it in 
the mid-1970s. It has since licensed its as- 
sembly in Indonesia and Taiwan and was 
planning a similar arrangement in Bangla- 
desh. 

According to a Bajaj spokesman, Piag- 
gio could not ignore the threat posed to 


the Vespa in-world markets and began 
creating obstacles in March 1980, filing.a 


US$50 million suit in a United States court 
charging Bajaj with copying its product. A 
second suit for Dm1 million (US$390,600) 
was: filed in a West German court and 
Bajaj's distributors in Britain have been 
implicated in a third case. Bajaj's asso- 
ciates and. distributors in other countries 
are being threatened with similar court ac- 
tion. So Bajaj has been going about its ex- 
port marketing rather cautiously. Export 
earnings rose from Rs 84 million (US$8.8 
million) in 1978-79 to Rs 133 million in 


-in 1977. Motorcycles accounted for 25% | 
and mopeds 15%. The production mix of | 


two-wheelers is expected to shift with 


| scooters getting a bigger share. 


. A study in August. 1981 revealed a 
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Bajaj: trouble over a look-alike, 


lapsed, Piaggio tacitly agreed to its con- 
tinued manufacture of the scooters. Rahul 
Bajaj, its chairman, said: “How else could 
it have been? We couldn’t be expected 
to invest crores [tens of millions] of 
rupees in plant and equipment and then 
one fine day cease to manufacture and let 
our investment go to seed. And if Piaggio 
had not acquiesced in our action, it would 
haye taken legal action then, not now.” 

Piaggio's lawyer in India, Ashok 
Pratap, argues that the Italian company 
was merely exercising restraint. Bajaj, in 
violation of the agreement, had been 
using Piaggio’s drawings and know-how. 
But as long as this was limited to India 
(whose doors were closed to Piaggio be- 
cause of tight import controls), Piaggio 
found no compelling business reason to 
assert its legal rights. 

However, Bajaj began exports in a big 
way — a serious violation in Piaggio's view 
not because of the competition, which was 
insignificant because Piaggio exports 41% 
of its output of 800,000 scooters while 
Bajaj exports only a few thousand, but be- 
cause the Indian company is misleading 
customers. Pratap says Bajaj (internation- 
ally or otherwise) described its product as 
the Vespa scooter and thus implied its 
continuance as a Piaggio licensee. More- 
over, Bajaj had copied 40-50 design mod- 
ifications introduced by Piaggio after 
1971, he asserted. 

Bajaj's reply is that it went out of its 
way to make its product name and logo 
distinct from Vespa. As for the charge of 
copying, Bajaj says it had made about 
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100 modifications 
in design over the 
decade and it is 
possible that some 
are common. 

Bajaj made its 
export debut in 
Southeast Asia 
where patent laws 
were not very 
strong. As much 
as 90% of its exports were to that region to 
begin with: it was only when Bajaj turned 
to the American and European markets 
that Piaggio began to take action. One 
reason could be that the patent laws in 
these countries were more conducive to 
the kind of case it was trying to build 
against Bajaj. 


Bj Auto is the leader of the 50-year- 
old Bajaj group of companies, which 
has interests ranging from steel to 
machine tools, sugar, cement, and electri- 
cal lamps and appliances. It employs more 
than 22,500 people and its turnover in 
1980-81 was Rs 3.1 billion. Its growth has 
been dramatic, with turnover rising from 
Rs 20 million in 1962-63 to Rs 580 million 
in 1974-75. Its target for 1981-82 was 
Rs 1.3 billion. It attributes its growth to 
advanced technology and quality; re- 
search and development is claimed to be 
one of its main strengths. 

Bajaj claims that its scooter costs 1596 
less than the Vespa in the export market 
and is just as good. Not mentioned, how- 
ever, is that Indian scooters get an export 
subsidy of 15%. In addition the exporter 
gets a 5% “replenishment” allowance on 
exported value in the form of a foreign-ex- 
change entitlement which can be sold at a 
premium. In addition, there is a conces- 
sion on any duty paid o on imported compo- 
nents. Given Bajaj's size, it should retain 
its competitiveness. It has sought to in- 
crease its licensed capacity for scooters 
from 160,000 a year by another 300,000. 

However, it cannot ignore the chal- 

lenges in the export market 
as well as at home. Soon 
Vespas of the most modern 
design and made in India 
will be entering the world 
market, competing with 
Bajaj scooters. At home, 
the competition Bajaj will 
face is not from lack of de- 
тапа but from higher-qua- 
lity local products. Fuel-ef- 
ficient Vespas, more ad- 
vanced than Bajaj's 
machines, could command 
_a higher premium, though 
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Already a legend of excitement 
in global business circles, the 
Tokyo International Trade Fair — 
is gearing up for its 15th exhibi- — 
tion. At the last Fair held in | 
1981, nearly 2,000 companies 
from over 50 nations displayed 
goods of every type imaginable, _ 
and 725,000 visitors from 83 
nations generated business con- 
tracts totaling more than 74 
billion yen. And the upcoming 
Fair is being designed for even 
greater success. 


All the latest products and pro- 
cesses will be exhibited. If you 
want to keep up on what's 
happening in this world, make 
it a point to make it to the fair. - 


7-24, Harumi 4-chome, Chuo-ku, 
Tokyo 104, Japan кй 
Phone: (03)531-3371 Telex: 02523935TITF J _ 


















So far, all foreign technology i 
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< sides the Piaggio licence to Bajaj, In- 
{ nocenti licensed Automobile Products of 





ia to make Lambretta scooters. In- 
|. nocenti, which has since gone out of scoot- 
. er manufacture, has no rights in India 
though production of Lambretta types 
continues. Innocenti also sold the entire 
plant to the state-owned Scooters India. 
Now, Piaggio is returning to India with its 
. two collaboration agreements. 

—.. Meanwhile, Industrie Prototipi of Italy 
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‘been made necessary by the tough com- 

petition Bajaj faces in overseas markets 
from the Japanese. It finds itself under 
avy pressure even in the markets in 
its products are generally preferred. 
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/Mike Tharp _ 

: In a move with diplomatic reper- 
cussions, a Soviet-owned Swiss bank, 
Wozchod Handelsbank AG, has infor- 
mally asked Japanese financial authorities 
about the possibility of opening a branch 
_ in Tokyo, the REVIEW has learned. If ap- 
_ proval is granted — which is far from cer- 
_ tain — the branch would be the first Soviet 
bank in Japan and only the second Asian 
Office of the seven Soviet banks operating 

outside the Soviet Union. 
^. Wozchod Handelsbank was established 
in Zurich in 1966, wholly capitalised by 
Gosban ‚ the Soviet state bank, and the 
iet Foreign Trade Bank, its two largest 
-shareholders. The bank was set up as a 
- local Swiss entity. According to the Bank- 
ers Almanac and Yearbook for 1981-82, 
_ the bank had total assets at December 31, 


ared with Sfr 775.32 million a year ear- 

ier. 

. Financial and trade sources in Tokyo 

_ said senior officials of both Wozchod and 

the Soviet Foreign Trade Bank visited 

- Japan recently and indicated their interest 
in opening a branch in Tokyo. “There was 

Та wishful intent made to the Bank of 

- Japan," said one source, “but this is a mat- 

lier of diplomacy. There was no formal ap- 

plication.” 

__ Reached by telephone in Zurich, Jean 
Ruegger, Wozchod's chief international 
manager, told the REVIEW the bank had 

^no immediate. intention of opening a 

branch in Tokyo because it already had 

correspondent relations with several 
banks in Japan. He confirmed that delega- 
tions from both his and Moscow-based 
banks visited Japan twice this year "for 

“several purposes." He said any decision 
` on whether to apply for a Japanese branch 
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Italian firm, Bajaj is to purchase designs 
and consultancy services. The agreement 
provides not only for restyling the body of 
the scooters but also new engineering ma- 
terials and the latest production tech- 
niques. The Italians are. to be paid 
US$325,000 for designs and drawings and 
also a consultancy fee and other charges. 

The Japanese interest had been limited 
to motorcycles in the past. But now 
Honda is seeking entry, even offering 
equity participation, in the Indian scooter 
industry. The Japanese are also offering 
technology for mopeds. Besides Honda, 
Suzuki is showing interest here. Even 
Bajaj is turning to Japan, forced to think 
of a better scooter than the types it now 
makes. i 
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А wishful intent 

Ina move fraught with complications, the Soviets make an 
rmal approach to open a bank branch in Tokyo 


would have to be made *by our sharehold- 
ers in Moscow, so I cannot give you an 
answer." 

Japanese Government sources said the 
Soviets have wanted to open a bank in 
Tokyo for several years and that approval 
of any n would requiré endorse- 
ment by the Foreign Ministry as well as the 
Finance Ministry. “We do not conduct our 
trade with the Soviet Union separate from 
our foreign relations," said one Japanese 
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Officials at the Finance Ministry's bank- 
ing bureau and at the Bank of Japan, the 
central bank, said no formal application 
had been received from the bank. They 
added that any approval would be difficult 
because Japan's banking law requires 
other nations to provide reciprocity to Ja- 
panese banks seeking to open branches 
Overseas. Cus Japan not have 
banking reciprocity with the Soviet 
Union, China, Eastern Europe the Mid- 
dle East — or Texas in the United States. 
There are no branch banks from com- 
munist countries їп Tokyo, though а 
eee bank has a representative of- 

бе. р 

It was not immediately clear why the 
bank would be interested in opening a 
Tokyo branch, but trade sources noted 
that Japan had increased its imports of 
Soviet gold substantially in the past 20 
months. Moscow Narodny Bank, the Lon- 
don-headquartered Soviet trade bank 
whose Singapore office is now the only of- 
ficial Soviet banking presence in Asia, has 
ordinarily handled Soviet gold transac- 
tions. However, in recent years, the 
amount of gold handled by Wozchod 
Handelsbank has risen rapidly, trade 
sources said. 3 

Between 1980 and 1981, Japanese im- 
ports of Soviet gold rose 10 times in value 
and 14 times in volume. In calendar 1981, 
Japan's total gold imports were US$2.46 
billion or 173,120 kgs. The Soviet Union's 
share was US$535.5 million, or 37,056 
kgs, 20.2% of total value and 21.4% of 
total volume. Through the first eight 
months of 1982, Soviet gold imports total- 
led 30,486 kgs worth US$343.3 million, 
some 22% of Japan's total gold imports of 
138,938 kgs worth US$1.55 bil- 
lion. Gold accounted for about 
25% of Japan's overall imports 
from the Soviet Union last year 
and about 27% through the 
first eight months. 

The Soviet Union is widely 
reported to be suffering from a 
shortage of hard currency to 
help finance its domestic 
economic development. Gold 
exports have been one way the 
country has sought to earn 
foreign exchange, though trade 
sources in Tokyo estimated 
qnis at about 

$$500 an oz to mine gold in 
Soviet Russia, compared to 
about US$300 an oz for pro- 
duction costs in South Africa. 

... The other Soviet banks over- 
seas are MNB, founded in Lon- 
don in 1919, North European 
Commercial Bank, in Paris 
since 1921, Bank Ruso Iran, in 
Teheran since 1923, Ost West 
Handelsbank, іп Frankfurt 
since 1971, East West Unit- 
ed Bank, Luxembourg and 
„44| Donau Bank, established in 
. Vienna in 1971. _ 
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l'orevery day 
collect dust on а 
could collect in 


Don't blame your customer if a slow Letter of Credit ties up a big export salein bright 
red tape. They can't get the goods, you can't get the cash. 

Well that's all history now. Because Chase has brought international trade 
up to the twentieth century. With the electronic Letter of Credit. 


Our equipment takes the buyer's input just once, and stores it. So tell your 
customers the next time they need a repetitive credit, to call Chase and tell us 





our goods 
dock, your mone 
terestina bank. 


"To whom?’ and ‘How much?'. Electronic retrieval does the rest. Instantly. 
So you can clear out your inventories faster. And, unless you're in 
Antarctica, you get your money the instant the documents clear Chase locally. 
. Now, more than ever, time is money. If you'd rather collect interest than 
dust, tell your customers to use Chase for their Letters of Credit. In the race 
against time, the Chase is on. 


— — SS © The Chase ison. 
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Caran d'Ache products 
bear the *Swiss Made" 
hallmark with pride. 
Justified pride, too, reflecting 
the high precision and 
artistry of the craftsmen of 


Geneva. 


They have designed this 
ult с thi x ite А. ir 














cárefully assembled the 84 parts 
composing this ultra-thin 
lighter. 

Its toughness and reliability 
come from the stringent 
tests required throughout 
the creation of this master- 
piece with classic, unique 
Decorated by hand or pat- 





CARAN dACHE 


GENEVE 


Ultra-thin lighter 
with dual gas reserves 


3 and "Highline" pattem. 


Luxury leather articles 
in genuine top-grain calfskin. 


Fountain-pen and pen 
from the Madison collection, 
gold- or silver- plated 


DESCO (JAPAN) LTD. C PO Вох 300, TOKYO 100-91. Tel. 562-1271-85, Telex 24909 
OMTIS LTD. Ка y А * Hom, ) G 0241, Telex HX 40261 
LIEBERMANN OV ING m 2 jou X е 23, Tel. 7345622 TLG, Telex RS 21535 
SWISS-ANGLO CIES PTY LIMITED, 168 Y. эла Road, EAST 3145, Victoria, Tel. 2 211 9908, Telex AA 39111 


From the dawn of the world. to the ends of the earth 


-it's just like coming home 


~~ 


PIA 


Great people to fly.with 


PIA FLIES TO 57 DESTINATIONS ON 4 CONTINENTS: ABU DHASI, AMMAN, AMSTERDAM, ATHENS, BAGHDAD. BANGKOK, BAHRAIN, BEIJING, BOMBAY, CAIRO. CHITRAL, COLOMBO, COPENHAGEN, DAMASCUS, DHAHRAN, DELHI, 
DACCA. DUBAI, ООНА, DAR-ES-SALAAM, О! KHAN. FAISALABAD, FRANKFURT. GILGIT. GWADAR, HYDERABAD. ISLAMABAD, ISTANBUL. JEDDAH. JIWANI, KARACHI. KUWAIT. KUALA LUMPUR, LAHORE. LONDON, MANILA, 
MOENJODARO. MULTAN, MUSCAT. NAIROBI. NAWABSHAH. NEW YORK. PANJGUR. PARIS, PASNI. PESHAWAR. QUETTA, ROME. SAIDU SHARIF, SHARJAH. SINGAPORE. SKARDU, SUI. SUKKUR, TOKYO, TRIPOLI, TURBAT 
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ISTHE MOST EFFICIENT NEW 
JETLINER FLYING TODAY 


With fuel savings of up to 47%, the Boeing 757 can keep Southeast Asian airlines a step ahead of rising 
fuel costs. 

The 757 is equipped with quiet, fuel-efficient engines. It's built with advanced, lightweight materials. 
And it features computerized flight controls for the most economical operation of the aircraft. 

The new generation 757 also has a spacious single-aisle design. Overhead stowage compartments are 
large enough to accommodate carryon garment bags. 

And the 757 has the lowest cost per seat mile of any jetliner in its class. It can carry 186 passengers ina 
mixed class configuration and up to 239 all-tourist passengers. 

Fuel efficiency. Advanced technology. Passenger comfort. Add it all up and you'll see why flying will 
continue to be the world's best travel value. BOEING 


Getting people together 





ETHER TOWARDS TOMORROW; 


We arc providing project management, engineering, design, construction and 
consulting services, for the process and energy industries including oil and gas 
processing, refining, power, offshore technology, natural and manufactured gas. 
Contact Stone & Webster Engineering, 236 Gray's Inn Road, London, England; 
250 West 34th Street, New York, NY 10119; 245,Summer Street, Boston, Mass. U.S.A. 
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Arab Banking Corporation (ABC), with an authorised capital of and subsidiaries in Frankfurt, Monte 
the Bahrain based international bank, US $1 billion, ABC has a paid-in Carlo and Lima. 
has establishedabranchinSingapore capital of US $750 million and since Singapore is bringing us closer to 
offering a complete range of inter- establishment has been a lead or co- our clients throughout the world. You 
national banking services to all Asian lead manager of US $30 billion in can benefit from ABC's point of view. 
countries. syndicated loans to borrowers in Call on us at: 

Another step in our long-term 41 countries, With assets of US$69 Arab Banking Corporation 
programme of steady international billion, we have a solid base for 14th Storey, Shell Tower, 
expansion, the Singapore branch continued expansion. 50 Raffles Place, Singapore 0104. 
increases the worldwide scope of Arab Banking Corporation's growing Telephone: 224 2977. 

ABC and provides access to more international network includes the Telex: RS 28989. 

specialised markets in the highest Head Office in Bahrain, branches in FX Telephone: 224 1811 (10 Lines). 
growth area in the world. New York and London, the representa- FX Telex: RS 28991. 

Founded just over two years ago tive office for Continental Europe, Direct Dealing Reuters Code ABCS 
~ 
Arab Banking Corporation (ABO) 
Head Office: 
Alia Building - Diplomatic Area, PO Box 5698 Manama, State of Bahrain. Telephone: 232235. Telex: 9432 ABCBAH 
New York Branch: 
245 Park Avenue, New York, NY 10167. Telephone: (212) 850 0600. Telex: 427531 ABCNY. же 


London Branch, Licensed Deposit Taker: 
6-8 Bishopsgate, London EC2N 4AQ, Telephone: 01-283 8511. Telex:893748 ABC GEN G 
Continental European Representative Office: 
Morgan House,1 Angel Court, London EC2R 7НЈ. Telephone: 01-606 5461. Telex: 8956601-2 ABC- Be] 
Subsidiaries in Frankfurt, Monte Carlo, and Lima. 
The illustration is of the eye of a Perigrine Falcon, prized by falconers in the Middle East for its speed and tenacity. 


opes to be one of the 


of any capital flight | 


саћу t Hongkong, th 
is lly taken: are expe 


bour force 

um wage is 
diversified 

turing base, there 
nd could be an 


Тог Hongkong investors in the" 


andlong term. For the immediate 
future; however, complicated immigra- 
tion and residence procedures, legal pro- 
hibitions against foreign property-owner- 


"ship and red tape in general could inhibit. 
_ foreign investors, unless government re- 


forms are forthcoming. 

| * The situation was debated during the 
first meeting of the task force on October 
27. ut there: appeared to be no definite 

Bank president 

‘ho was appointed 
| the body because of his con- 
-mections in Hongkong business circles, has 


<, suggested that permanent résidence be 


' given to skilled entrepreneurs, profession- 
als and those who put up a 
-US$500,000 bond which can eithe 


“vested in government-designated priority. 


projects or in government bonds. 

Оп property ownership, the task force 
considered whether — and to what extent 
— individual inve 
г fo own condomin nits (which have 
| Ok over the: past 
two years). Joi ntures, with Hong- 
kong interests in the majority, to own land 


меге also considered. Land is a sensitive: 
‘issue in the country, and Thai laws have 


traditionally banned foreign property- 
ownership. Only joint ventures with a 
majority Thai holding can have such 


rights. Any legal amendments to permit. 


foreign ownership will probably come 
withr ae conditions — or else they 
are unlike ely to be approved. 


business and industry 
véstors appears to be far more simple. 


y that they should 


hould be allowed | 


they can cover a wide range of industries. 
Such a list i is needed to ensure that. 


| n Thai exchange welcomes (ore епп in- | 


stitutional funds, it does.not want mani- | to 


pulators who may create a boom-and-bust 


‘situation which will undermine the mar- 


ket's current gradual recovery after more 


+ than three years of Depression: (Shroff, 
REVIEW, Oct. 22). i 


ma highly unusual action, the Bank of | u 


Thailand — the central bank — report- 
ed. that short-term private remittances 
from Hongkong to Bangkok channelled 
through proper foreign-exchange control 
procedures reached a high of Baht 414 
million (US$18 million) in September — 


against an average monthly remittance of | 


only Baht 1 million in the past.-Central 
bank sources cautioned, however, that it 
is premature at this stage 10 conclude that 
the unexpectedly high September figure 
represents the start of a sustained capital 


flight from Hongkong. Private-sector bor- 


rowings from Hongkong and long-term in- 
vestment funds from the- -colony — the 
other capital movements between the two 
territories monitored by the central bank 
= have been declining. Even with the 
high inflow of remittances in September, 
the amalgamated total remains roughly 
unchanged. 


e the figure of ee 
ck to point out 
t growth.is due 


property: ae 

Pending a fina decisio 
tives and guidelines, new i vestm 
be they from Hongkong or other.si 
— are badly needed. Hard hit by 
sion-induced economic slowdown 
investment has plunged to an all-tim 
since 1979. According to Board of 1 


` ment figures, the number of applicat 
d 


seeking promotional privile 

first eight months this year drop] 
29.4% compared with the Sane рел iod 
year, while the Baht 10. 

value of the applicat 

whopping 85. 4% decline: 


Waiting in the 


Taiwan believes the political climate n 


| By Andrew Tanzer 


сою o wil 
. deteriorate further — and that itis poised to enter r the breac 


Taipei: Can Taiwan turn political uncer- | t 


„tainty in Hongkong to its advantage? The | 
question is of more than passing. interest | | 


here. Some analysts reckon that if the gov- 
ernment plays its cards right it could at- 


| tract enough business, capital and skilled 


persorinel out of the British territory to 


transform the island's economy. And if 
the Taiwan economy is modernised, poli. 
tical change may not be far behind. | 


`The basic premise of this optimistic 


view is the seemingly universal pessimism 


ere about Hong cong's future. Most 


serve confidence and Prosperity 
kong. 

One political analyst argues that on 
the lessons of world history is th 
tonomy plans seldom — if ever 
Observers like to point to Tibi 
example of what Peking 1 means 
tonomiy. In addition, they 
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Conventional wisdom among many 


_ foreign analysts is that if China does а 
good job of reuniting Hongkong with the 
© motherland, then its case for peaceful 
4 reunification with Taiwan might become 
. more persuasive to Taipei. If, on the con- 
~ trary, it does not do well with Нор кеп 

can say goodbye to the prospect of peace- 
ful reunification with Taiwan. Given the 





assumption here that China and Britain: 


will fail to come up with a satisfactory so- 
. lution, it is not surprising that the “Hong- 
kong model" is arousing little serious dis- 
E ` cussion here (debate hrs have to be 
_ kept very private because. strictures on 
- discussion of such topics). - 


t is difficult to sort out die Kuomintang 

(KMT) government's position on Hong- 
kong. Both the Foreign Ministry and the 
Government Information Office declined 
to tell the REVIEW the government's offi- 
cial stance. Foreign Minister Chu Fu-sung 
- twice told the legislature in October that 
` Taiwan would not recognise any agree- 
ment reached between Britain and China 
` on Hongkong. The minister also express- 
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. and welfare of Hongkong Chinese. 
_ But this does not address the question 


would be happy with. The government ap- 
ently does not want to choose sides. 

| analysts : say the KMT finds the “un- 
/ еа treaties" of the 19th century intoler- 
. able, but apparently recognises them 
© under international law all the same; on 
the other hand, the party's view would no 
— doubt be different if it were in power in 
2 Peking. Ironically, it is rightwing elements 
+ of the party — ultra-nationalists — who 
К reportedly favour Peking’s retaking 
. Hongkong at any cost, The issue also 
arouses some emotion in Taiwan. As 

~ David Chou, deputy director of the gov- 

rv © ernment-backed Institute of International 
. Relations, puts it: “Every Chinese would 
' like to w the end of co Onialist rule [in] 


stand to gain most from deteriorating con- 


ditions in Hongkong, most sources believe. 


the government would feel most comfort- 
72 








Las few 
| though Taiwan Soult conceivably 


pow 

munist takeover of Hongkong ‘could at 
least temporarily play havoc with inves- 
tors’ confidence in Taiwan. In view of cur- 
rent government policies, if the Meise 
flag were raised over Ноо ene 
stroke, Taiwan would lose its third bigg 
export market (US$1.9 billion, or herr 
9% of exports, in 1981). Taiwan carries on 
a significant trade with China throu 
Hongkong, but the official line is that 
ultimate destination of exports cannot be 
controlled after the merchandise leaves 
the island. But if China gains sovereignty 
over Hongkong, the government would 
probably place a ban on all trade with that 
market. 


Some time in the next few weeks the 


government is expected to unveil plans for 
a free-trade zone which will probably be 
situated near Taichung, a port city in west- 
central Taiwan. First mooted two years 
ago, plans for the trade zone have been 
expedited in the wake of mounting uncer- 
tainty in Hongkong. Many in the govern- 





ment and private industry have grandiose 
designs for the trade zone (or zones — 
more are expected to follow later). It is ex- 
pected to become rather like a Hongkong 
grafted onto the coast of Taiwan. 

The free-trade zone is expected to help 
Taiwan become a transshipment, trading, 
financial and manufacturing centre in the 
Far East — in short, all the roles Hong- 
kong currently plays. Many observers, 
particularly foreign businessmen, dismiss 
such ideas as pipe-dreams. Businessmen 
may depart Hongkong in droves, taking 
with them their skills and capital, but is 
Taiwan's future much more secure than 
Hongkong's? 

Ideally, the trade zone would mirror the 
free and open environment of Hongkong. 
Taiwan’s track record of a backward and 
inefficient banking system, tight foreign- 
exchange controls, excessive bureaucracy 
and heavy-handed security forces are the 
antitheses of such an environment. The 
establishment of a truly free trade zone 
would require flexibility, creativity and 
boldness — qualities in short supply in the 


$ ae 
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uch prospects 
able yini the current’ government in 
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Taipei. 

evertheless, optimists reckon Taiwan 
has the potential to become a bigger and 
better entrepot than Hongkong. The is- 
land is larger and more populous than 
Hongkong and straddles key sealanes be- 
tween Northeast and Southeast Asia. It 
has four ports. It is at a more comfortable 
distance from China and does not have 
Hongkong's dependence on the mainland 
for food, water and (in future) electricity. 
One analyst forecast that if China ruined 
Hongkong's economy, it might take the 





lesson to heart and tread more lightly with 
Taiwan. 


Lacking skills, particularly in the finan- 
cial sphere, to make such a trade zone 
work, Taiwan knows it must attract skilled 
роте! from Hongkong and elsewhere. 

e island is also keen to lure Hongkong 
manufacturers (and their capital) into the 
fold. As the investment climate in Hong- 
kong deteriorates, sources reckon com- 
panies will move their operations offshore 


t an accelerating pace. Hongkong and 


Taiwan share many of the same industries 
— textiles, electronics, computers and 


toys — so Taiwan makes а natural | bage for 


operations. Hongkong Chine: 

uite at home on the island 
similarities in culture, stand 
and language (albeit in di fere 
One business executive sp 
kong and Taiwan manufacture 
trepreneurs joining forces to produce a 
great Chinese industrial poer. 


might feel 
cause of 







S5. dreams sound too majestic to many 
observers. They question whether, 
given political factors, Taiwan is really 
such an attractive ‘investment environ- 
ment. Would China stand for Hongkong 
Chinese taking up in Taiwan where they 
left off in the British colony, or for Taiwan 
replacing Hongkong as the region's great 
trading port? It seems clear that a growing 
number of Hongkong capitalists are look- 
ing for offshore hedges, and so far Taiwan 
is feeling reasonably encouraged. 

In October, the government received 54 
requests for investment applications, re- 
portedly a big increase over October 1981 
(the month is unusually busy because of 
the large number of Overseas Chinese vis- 
iting for Double 10th — Taiwan's Na- 
tional Day — celebrations). Most inves- 
tors were interested in setting up trading 
companies, but some intend to invest in 
electronics and other industries. In early 
October, Conic Investment Co. an- 
nounced that it had bought land near the 
eastern city of Hualien on which to build a 
printed circuit-board factory. Perfecta In- 
ternational Ltd, another Hongkong com- 
pany, has applied to invest US$2 million in 
à videotape plant. Hongkong's accumu- 
lated investment (not including property) 
in Taiwan over the past 30 years is about 
US$300 million. 

Taiwan's property companies are also 
actively secking investment from Song: 
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Singapore е 


EL 


Your bank in 
New Zealand 


banking is handled through 
us. This leadership position 
makes us the best equipped 
bank to serve you, here and 
around the world. 

No matter where 


You and your clients can tap 
an exceptional.resource in 
New Zealand, simply by 
calling us in Singapore, 
Tokyo, or in the other 
world financial centres 





where we have offices. you are based in Asia, if 
Bank of New Zealand is the it involves business in 
country's largest tradin New Zealand, call 
bank: more than 40% of the nation’s Bank of New Zealand in Singapore. 


Bank of New Zealand, International Division 


Head Office: PO Box 2392, Wellington, New Zealand. Telex NZ 3344 
Singapore: Suite 3105/7, 31 floor, OCBC Centre Chulia Street. G.P.O. Box 3507, Singapore 0104. Telephone: 2226914, 2226915. Telex: RS 22149 
International Offices at Sydney, Melbourne, Brisbane, Perth, Adelaide, London, Los Angeles, New York, Singapore, Fiji. Tokyo. 181 
2 вар‹ 


FAR EASTERN ECONOMIC REVIEW e NOVEMBER 12, 1982 73 


po 
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been exci d by the tlioupht. th 


tional investors could pull out of Hon 
kong because of political uncertainty ove 
the expiry in 1997 of the .99-year Chin i 


ay by visitors Ronald Liof | 
Exchange and Woo Hon-fai 
gkong Stock Exchange of 


ing — two of Hongkong's four cx- | | 
changes. Both. said Hongkong ca i qd 


' кыы ра Singapore retains from trying to 
e an inflow M ruta ken or businessmen 


ike recent responses else- 

) gkong's sudden loss of confi- 

action here to the territory's ills 

n extremely cautious, There have 

) official statements — less a reflec- 

any notion of Singapore's sense of 

ay" than the leadership's wariness 

an influx of Hongkong residents or 
ngkong capital. 

mong the republic’ s concerns is 

iny such influx would have on 

ors of the economy. Singapore 

idy what excessive speculation 

rty market can mean. Al- 


ally been, in labour-intensive industries 
es, which the government is 

trying to discourage. Bae 
Analysts also point to a short- term in- 
vestment mentality in Hongkong that has 


gradually developed as à result of the | 


long-term political insecurity, as well as a 
tendency towards . exaggerated соп- 
sumerism. At the same time, while 
underlying uncertainty has. contributed | 
greatly to moulding a highly adaptable 
workforce in Hongkong. as well as a signi- 
ficant degree of flexibility among inves- 
tors, impermanence and a sense of short- 
term gain аге precisely what the govern- 
ment here is anxious to overcome. 


"hese are all reasons why the government ` 
| has not been waving the national flag. 


in Hongkong's direction recently, though 


: | local property developers have placed ad- 


' vertisements in Hongkong newspapers. 
Indeed; 


thé ` generally accepted view 


ic | among bankers, business executives. vn 


diplomats here is that there is very lit 
chance a sudden exodus from Hongk i 
would have much effect on Singapore any- 
с ial fes are released, but 
- disc 


tral Philippines) tw: 
‘suggested that | ^ 
developed into a free 
vestors who paca withd 


| of £ Hongkong citizens 


been a gradual one 


cade: iden: 
(US$452,500) — either , 
the government prefers nvestment. 
There are now suggestions that the gov- ` 

»ernment is considering adding a $$250,000 
charge for each dependent. If true, would 
this be profiteering or a kind of protection 
policy? Perhaps it is a bit of both. 

While this inflow is expected to con- 
tinue — or even increase, depending à 
events — most sources believe Hong- 
kong's wealthy have been hedging against 
the. political question for years anyway 
and that most of the smart money already 
las an alternative home іп North 
America, Australia or Europe. In this 
context, Singapore is viewed more as ап 
Asian foothold for those who may remove 
most of their assets from the region. — * 

Ironically, the palpable effects of Hong- 
kong's downturn are expected here to 


Asiam investment. Funds from the región 
attracted to ica oe the h 


Hongkong investors, some; 
observers believe тйс will move more 
into: China than Southeast. Asia, tho ; 
the region is certain to benefit. 


the damaging effects = 


speculation. This is 
arate from the poli’ 
Si 
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Commerce and Industry, 
would take a long time to set up; he | 
s the country to try to att ct Hong- | 


Ralph Nubla; i ilet of the. Federa- 
tion of Filipino. Chi se Chambers. of 
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n the Philippines is US$200,000. But the | ment 


| competitive edge, said Nubla, is offset by 


a provision in the enabling presidential de- 
cree that the money must be invested in a 
"depressed area." "No foreign. investor 
would put his US$200,000 in a depressed 
Nubla said. “The decree must 
therefore be amended.” 

Моа said he had raised the matter with 
President Ferdinand Marcos on October 
28 and Marcos was amenable to the sug- 
gestion. Nubla also revealed that the 


Ministry of Trade and Industry was think- 
| ing of organising a mission to Hongkong, 
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Samy) International. Company Limited. 


| US$ 20,000, 000 
` Syndicated Multi- Purpose Шале | 


Arranged by 


on e Hongkong s ‘fre 
ternational finance (the 
depends on, efficient com 


might not find the Philip | 
attractive for their type . 
while those whom Manila: would 


: tract would. be. less likely to 


move. . 
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Bank Bumiputra Malaysia. Berhad 
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Agent: 


Arab African. International Bank 
(Cairo) 
2 Bank of Baroda | 
Union de Banques Arabes et Francaises 
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Sincerity's ri 
"he campaign slogan of former Japan- 
ese prime minister Kakuei Tanaka, 
"Money talks," can be accepted as no 
more than a plain statement of the truth. 
The four current contenders for the Ja- 
X panese prime ministership, for instance, 
~ command funds which would be the envy 
of many a cash-starved corporation. Last 
year alone they reported, as political con- 
` tributions: Yasuhiro Nakasone, US$5 mil- 
lion; Toshio Komoto, US$2.9 million; 
Shintaro, Abe, US$3 million, and Ichiro 
| Nakagawa, US$1.7 million. 
|. These contributions, mostly from big 
- business, properly declared and claimed 
às tax deductions, are what Japanese 
politicians call “front money." Then there 
is "back money," from off-the-books 
sources which only occasionally surface: 
Nakasone, for instance, was mentioned in 
the Lockheed bribery scandal; Komoto 
- founded Sanko Steamship. the world's 
. biggest tanker concern; Abe was promi- 
nent in setting up the Tokyo Go d Ex- 
change, and Nakagawa nets extensive 
E funds from fisheries interests. They are 
М going to need every yen, too, starting with 
б the package worth US$12,000 each has 
Ё just shelled out for lists of the names and 
| addresses of the 1.05 million members of 
| the Liberal Democratic Party whose votes 
` they are currently soliciting. . 
_ _ It should not be thought that, dispens- 
is ing these huge sums of money, Japanese 


~ 


| politicians are regarded as moral lepers 
violating the fundamental norms of their 
society. Power and profit have ever gone 
. hand in glove in Japan, as elsewhere, and 
_ Often in the unlikeliest places, as witness 
_ the recent arrest of Reiko Kida, a lady 
- bureaücrat of the harmless-sounding Ja- 
| panese Cultural Affairs Agency. With a 
- Colleague, Kida is charged with accepting 
bribes in excess of US$700,000 from the 
All-Japan Flower Arranging Association, 
û performing children's troupe, and other 
| artistic enterprises. 
- As the Mainichi Shimbun newspaper 
| commented: “The cultural agency scandal 
` ds the product of Japanese civilisation, 
| which includes the tendency to lean on au- 
_ thority, the bad custom of trying to buy 
.. decorations with money, and the practice 
- of putting money in envelopes and hand- 
_ ing it over. The agency official has created 
. a very Japanese kind of scandal." 


. Even more shocking to the Japanese ` 


| sense of propriety has been the fall of 
| Shigeru Okada, until recently the presi- 
dent of the famous department store 


- chain, Mitsukoshi. Tracing its roots back . 


to 1643, Mitsukoshi is not only the oldest 
department store in the world and the 
original enterprise of the mighty Mitsui 
conglomerate, but a central pillar of the 
Japanese establishment, more of an in- 
stitution than a mere shop. No society wed- 
ding, no capital imperial reception, no €x- 
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change of gifts with a foreign head of state 
was complete without a Mitsukoshi label 
somewhere in the picture. 

So, earlier this year, Tokyo society 
flocked to the Mitsukoshi main store's 
exhibition of ancient Persian art treasures, 
supposedly made in the region of Perse- 
polis in the third and second centuries BC. 
They were, as it turned out, mostly made 
in Japan in 1981 and 1982 by an office 
clerk working іп. his spare time under a 
railway arch їп Yokohama. This gifted 
young man, who had followed styles he 
had seen in an encyclopaedia and sold the 
results to a local art dealer, went along to 
see the real thing at Mitsukoshi and was 





Tanaka truth in perspective. 


amazed to recognise 20 of the precious ob- 
jects on display to be his own, original, un- 
aided work. 


he Persian fiasco was only the start of 

Mitsukoshi's troubles. The store has, it 
appears, an enormous inventory of unsold 
goods, mostly imported. Of these, it 
turned out, some 60% came from enter- 
prises run by a dynamic Japanese 
businesswoman, Michi Takehisa, known 
to friends of the pair as the long-standing 
garu furendo or girlfriend of the dour- 
looking Okada. Together they launched a 
line of women's wear under the label Kas- 
sarin, named for the French film star 
Catherine Deneuve, a frequent guest of 
posh "Mitsukoshi receptions in Paris and 
Versailles. 

The unsaleable stuff was, it transpires, 
actually made by the Orchid Fashion Co. 
of Hongkong, which is in turn owned by a 
Panama corporation, Taisán Partnership, 
believed. to be closely connected with 


Takehisa and her eminent boyu furendo. 





rich rewards in Japan 


The latter has been, in turn, the subject of 
a string of disclosures: it appears that 
Okada charged the firm's delivery sub- 
contractor parking fees, forced suppliers 
to pay for alterations to Mitsukoshi's pre- 
mises, and instructed his sidekick, one 
Masuru Igarashi, an obedient toady of the 
type which commonly flourishes in au- 
thoritarian organisations, to pad Mit- 
sukoshi contractors' bills and divert the re- 
sulting so-called rebates to the construc- 
tion of an immense granite wall around 
Okada's suburban love-nest, crammed, it 
is said, with (genuine) art treasures. 

The hard-pressed Okada, briefly the 
most famous man in Japan, rounded off a 
bad week by punching a Mainichi photo- 
grapher on the nose and being dismissed 
as president of Mitsukoshi by the unanim- 
ous vote of his board of directors, most of 
whom he had himself appointed 
(shareholders count for little in Japanese 
companies, and certainly notin matters of 
lasting consequence like appointing the 
executives). Igarashi, Takehisa and pow 
the unhappy Okada are all under arrest. 

Meanwhile, a Tokyo police annual re- 
port notes a sharp increase in bribery of 
the Japanese civil service, with 489 sus- 
pects already arrested this year for taking 
bribes ` averaging — *1.44 million 
(US$5,250) per bureaucrat, a 15% in- 
crease over last year. The professions 
most respected by Japanese seem to be 
among the worst offenders: distinguished 
surgeons are regularly found doctoring 
their tax returns, famous professors dis- 
close their exam papers for cash and a 
wretched primary school teacher in south- 
ern Japan was arrested last month for of- 
fering a “present” to the school principal 
in order to become his deputy. 

The first thing apparent from the above 
sample of scandals, is that Japanese busi- 
ness and political morality appears to be 
flexible. For years, people seem to get 
away with daylight robbery, and then, 
with little warning, public disapproval 
falls like a Karate chop, with the Tokyo 
police not far behind. This seems inconsis- 
tent, to say the least, and far from the Ja- 
panese view of themselves as highly moral 
people. 

Your average Japanese is, indeed, a 
very moral and principled person, but 
there is more than one moral code in force 
in Japan. There is, for instance, a Fair 
Trade Commission, a Commercial Code, 
and even laws against embezzlement, 
bribery and corruption, all copied from 
the West, but applied in a Japanese fash- 
ion — that is, according to circumstances. 
Or, to be more precise, according to the 
Japanese view of the circumstances. This 
is the point at which Japanese folk-ethics, 
buried under the ill-assimilated imports, 


take over. And here, again, there is a dual 
, system: 
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| TE Sleeve: longed, of course, to a 
samurai official; who exercised his power 
‘the name of the shogun, a military dic- 
only right to office was his abi- 
,in renting out her rubber 
official in charge of flower 
angi ng was simply following the path 
saten by her.male predecessors down the 
nturies. No: doubt she spent a lot of her 


d certainly in the 
e Japanese mer- 
vithout hon- 
sis that hei is 


uffi in tie actual d delivery. To this · 


anese shopkeeper, or car sales- 
that matter, will take anything 

with the slightest nick or dent оп it. 
Birmingham and Detroit please copy. 
: € other hand, ihe code. says no- 


tion pe this treatment Hike. апу deal 


` smell sweeter. 


Now. all Hiis s would be casier for a 


is, снн the “4 to ufque e tioned: 
ience, but he seems to be endowed - 
all the instincts of a Japanese mer- 


ntas well. 


Every Japanese, in fact; is a bit of both, zi 
samurai апа merchant, and this has pro- 


found and unexpected-economic conse- 
quences. Rapid ` economic growth 
everywhere demands an apparent con- 


| tradiction, both heavy saving (for invest- 


ment) and massive consumption of the re- 
sulting flood of goods. The system 
whereby one section of society saves and 
another consumes (the 
West, for instance, or the military in the 
Soviet Union) will take you a certain way, 


Бис for really spectacular results you need 


a whole population which does both. Ja- 
panese thus tend to save Jike the meanest 
Osaka merchant (the highest rates of per- 
sonal Saving, life insurance, post office de- 
posits and so’on in the world) and spend 
like samurai on drink, entertainment, 

cars, TV sets and. Persian antiquities 


‘when, in another mood, it seems appro- 


priate. 


"he link, the element which is pecul- 
лапу Japanese and the rootof an ethical 


“system which appears to sway like bam- 
boo in the breeze; is the Japanese concept - 
of sincerity. While human warmth is held 


up as the most desirable of qualities, Ja- 


-panese life and language аге highly for- | 
malised — everything you own is perfect, || 
including your wife, everything I have is | | 


ly. including mine; everything you dois 
nourable and my own efforts are invari- 


| ably unworthy. The Japanese language it- 
self forces the speaker into continual ex- 
| pressions of humility and gratitude and, 


after a while; they become meaningless. 
How, then, does 


gratitude? 


The matter was put perfectly by 
Yoshiyasu . Yanagisawa (1658-1714), 
minister of' state to one of the shoguns. 


taking a large bribe, Lord | 
-replied 


d: “This man, showe 


mich in: the. 


one convey. real: | 
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he: rules 2 are both strict 

nd complex. Taking a bribe, “rebate” or 
medicine” and then not doing what 
mised is an action abhorrent to all 
anese. Even more so is betraying the 
erests, not so much of an individual, but 
organisation. The sin of the Mit- 

shi boss is thus, in Japanese eyes, not 

‚ or even his Swiss апа Hong- 

ank accounts, but the unsold mer- 

* and the damage he has done to 

and ancient name of his firm by 


caught. An irregular lifestyle has | 


8 been accepted as one of the perks of 
se power. Letting the side down is 


e ultimate organisation is, of course, 
apan itself, and this is where foreigners 
at a perpetual disadvantage. To begin 
ith, it is difficult to. discover what he is 
posed to do, or, indeed, what is going 
n. “When the water is clear, there are no 
sh,” as the Japanese say. Then, it is sim- 
ly not done to offer “позе medicine" too 


nly, and certainly not to discuss the ` 


osage in cold, round numbers. 
he 


ough in two exceptional yea 
up 30% (fiscal 1979) and 3 
1990). Exports in fiscal 1981 (ende 


“30, 1981) were Rs 29.28 billion (US$2.66 - 
billion) and dipped 11.6% in 1982 to Rs 


7 "Western protection 
factor. Also, shortages 
ural gas and water ha: 


26.04 billion. The target for 1983 is Rs 30 | 


billion, Izhar-ul Haq, permanent secret- 


| ary at the Ministry of Commerce, told the 
REVIEW. This is only 2.46% higher than | 


the actual 1982 performance. i 

"Pakistan de-linked the rupee from the 
US dollar on January 8 this year (REVIEW, 
Feb. 5) in the hope that its sagging exports 
would perk up. Exports were slipping be- 
cause the rupee was appreciating au- 
tomatically with the rising dollar, making 
Pakistani goods more expensive for 
foreign importers. Justifying the action, 
Finance. Minister Ghulam Ishaq Khan 
said: “We want to have an independent 
economic management policy with great- 
er flexibility.” 

But the move did not-have the intended 
impact. A senior Western economist said: 


| “The action came too late.” As the rupee 


appreciated, “Pakistan lost considerable 
ground and markets to other competitors, 
including India.” Pakistani monetary offi- 
cials also fumbled the follow-up action, 
denying forward exchange-rate cover 
against imports. It was finally allowed 
only on June 1 — more than five months 
after the unpegging. 

Letters of credit could only be opened 


in US dollars, to the disadvantage of pros- 


pective European and East Asian import- 


| ers of Pakistani goods. Importers into these 


countries — with somewhat weaker cur- 
rencies — 


Government belatedly agreed. to the de- 
‘mands of Pakistani - 
businessmen in Octo 


lost money іп buying dollars to 
| pay for Pakistani goods. The. Pakistan 


Г addition, prices of i 
export items ‘such 

rice have declined gl 

tion not only fell from an 
850,000 tonnes to 700.000 ton 
1982, its price slumped 

US$302 to a range of Us$: 00-25 
Fortunately production. | 
Pakistan's praese fi 


we catch up on rice wec 
besides rice and cotton, he listed carpets 


гаѕ another problem area for exports, as il- 


lustrated by the foreign-sales situation in 
1982. Cotton exports declined 43% in 


| 1982 to Rs 2.98 billion from Rs 5. 2 billion 


in 1981. In the same period, rice exports 
declined 26% to Rs 4.13 billion from 


, Rs5.6billion. Carpets slumped 22% to Rs 


1.68 billion from Rs 2.24 billion. 
`- Haq says one silver lining is that “the 
composition of our exports is changing in 
favour of higher value-added goods." Pri- 
mary commodities accounted for 43.895 
of all exports in 1981, and this was reduced 
to 35% in 1982. At the same time, the 
share of semi-manufactured goods rose 
from. 11.3% to 13.4% over the same 
period, and that of manufactured goods 
from 44.9% to 51.6%. 

The country is now striving to export 
more non-traditional items, such as en- 
gineering goods. Experience in the. past 


-| couple of years shows that these goods, 


now worth only Rs 300 million in por 
may shoot up іп. 
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: It needs a bank with the same kind of drive 


A 200 per cent increase in export 
sales in only three years is a major 
accomplishment for any company. 
But performance such as this is 
typical of Samsung Electronics, 
Korea’s largest electronic 
manufacturer. 
This year, the company expects to 
export $400 million worth of audio 
and video equipment, as well as 
home appliances, to over 100 
countries around the globe. 
Leadership is Constant Goal 

In the highly competitive 
electronics business, leadership must 
be won — never taken for granted. 
Samsung Electronics has developed a 
formula comprised of several 
elements: high quality research, 
market analysis, quick reaction time 
and skilled staff. 

Another key to Samsung’s 
continued progress is having a bank 
that can match its need for swift, 
decisive action. That’s why Samsung 
Electronics has looked to Citibank 
ever since its founding 13 years ago. 
With both money for expansion and 
loans to enable business to move 
through its many cycles, Citibank 
has helped fuel this Korean success 
story. 

Samsung Electronics is one of the 
26 companies that comprise the 
Samsung Group. Together they had 
net sales of $5.2 billion in 1981 and 


account for a robust 7.9 per cent of 
the Republic of Korea’s gross 
national product. 

Founded in 1938, the initial 
Samsung Company quickly gained a 
reputation for quality performance. 
Its steady growth was accelerated 
during the post-war reconstruction 
period and new enterprises were 
added to meet the demands of both 
domestic and international markets. 
Today, companies of the Samsung 
Group are engaged in a wide variety 
of enterprises including petro- 
chemicals, shipbuilding, manufac- 
turing and textiles. Other companies 
handle foodstuffs, insurance, scientific 
farming, trading, and hotels. 

All this in addition to Samsung 
Electronics. 


J.S. Won (left) of Samsung 
Electronics discusses financial 
plans with Citibanker B.K. Abn, 
(right). 





Global Export Targets 

Whatever the field, the Samsung 
Group gives and expects quality. 
That's why it uses Citibank’s global 
services. Only a bank like Citibank 
has offices in almost every one of the 
100 countries to which Samsung 
exports. 

**Whether our need is for loans, 
trade advice or foreign currency 
exchange transactions, we know we 
can depend on Citibank for fast, 
accurate responses,” says J.S. Won, 
General Manager, Financing Depart- 
ment of Samsung Electronics. 
*"They are there when we need them 
— it's as simple as that.”’ 

*'Samsung is a demanding 
customer,'' says Citibank Assistant 
Vice President В.К. Ahn. **That's 
one of the reasons we have such а 
good relationship.’ 

Throughout the Asia/Pacific 
region, hundreds of demanding 
companies turn to Citibank for 
banking services that meet their 
needs — day in and day out. 


Citibank. The local Bank that's 
a global bank — 80 years in Asia. 
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There is no › deut ions! lesding (ор manage- 
ment as to which. publication is considered the - 
most authoritative in the region on coverage of 
Asian business and general affairs. It's the Far 
Eastern Economic Review by an overwhelming 
majority! © | 


x inparalleled coverage! — 

. No other publication in Asia or anywhere for that 
matter provides such depth and breadth of cover- 
age of events throughout the region. Don't just 
take our word for it. Ask the people you look up 
to and respect the most which publication they 
turn to for unparalleled coverage of Asian news. 
The overwhelming response will be the Far East- 
ern Economic Review! 


xunequalled performance! 


since January of 1974, the Review has grown in 
size from just over 20,000 copies per issue to its 
present circulation of more than 56,000 copies 
per issue. 








No other publication i in i the region can match its 4 
performance. In fact the Review’s circulation has _ 
grown by a number larger than the total present 
ulation of any of the publications which - 
during the years in question. 7 









_ A growing number of advertisers have taken full — 
advantage of this impressive growth. The Review - 
has increased its ad page volume from 1,458 in | 
1978 to 2,177 in 1982. E 


Advertisers know beyond question that the © 
Review reaches the highest concentration of |. 
 Asia's most important people. And they know . 
that as an effective advertising vehicle, its perfor- _ 
mance is unequalled. : 













For Advertisers who take Asia seriously — 


FAR EASTERN Ill ECONO 





"Erdos & Morgan — Asian Executive Study 





"The Indonesian C-130H-MP. world's most advanced maritime patrol aircraft. Photo shows a rescue 
raft being dropped from the rear ramp. A loudspeaker is visible on the ramp." 


It takes the strength of Hercules 
to patrol 13.000 islands. 


Thirteen thousand islands make for a lot of ocean to 
patrol. And Indonesia has chosen the new maritime patrol 
version of Lockheed's famed C-130 Hercules aircraft to 
do the job. It's the C-130H-MP — world's most advanced 
maritime patrol aircraft. 

The rugged C-130H-MP brings a high level of cost 
efficiency to maritime patrol. At a 5,000-foot patrol alti- 
tude, Hercules has a mission range of 2,517 nautical 
miles. And it has the superb fuel economy of turboprop 
engines. The C-130H-MP uses four-engine speed to get to 
its patrol station; then it can cut back to two engines for 
added on-duty loiter time. Like other Hercules models, 
the C-130H-MP handles easily at low speeds, in all types 
of weather. 

Large enough to carry the big radars and advanced navi- 
gation systems vital to maritime patrols, the C-130H-MP 
has room to spare in its main compartment for rafts and 


survival gear. Configuration choices include observer sta- 
tions with seats and viewing windows, a ramp equipment 
pallet, infrared scanners, a loudspeaker system, and more. 

Indonesia's new C-130H-MP includes a rest module for 
crew relief during long missions. This module is inserted 
into the cargo compartment and can be removed when 
the aircraft is needed for missions other than patrol 
and rescue. 

The Hercules is no stranger to Indonesia. Lockheed's 
C-130 has long been the mainstay of transport in that 
nation's air force. Now this new, modern version of the 
world's most versatile aircraft will serve Indonesia's 
maritime patrol needs. 

If you want the strength of Hercules on your maritime 
patrol, contact Director of International Sales, Lockheed- 
Georgia Company, Zone 1, Marietta, GA 30063, U.S.A. 
Telex 542642 Lockheed Mara. 


=,rLockheed Hercules 
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IFITHAS ANYTHING To DOWITH MONEY, 
ANYWHERE IN THE WORLD,WE CAN HELP 


To discover and 
develop opportunities at 
home and abroad, corpora- 
tions need a financial 
resource that goes beyond 


traditional banking services. 


A resource that is world- 
wide in scope, and skill. 


By looking forward, 


by preparing to meet the 
challenges of our ever 
changing business environ- 


ment, Security Pacific Bank 
has become that resource. 

We can help corpo- 
rations build in Los Angeles 
or London, lease in New 
York or Frankfurt, buy in 
Miami or Tokyo, sell in 
Chicago or Hong Kong, 
acquire in Seattle or Singa- 
pore, hedge in Boston or 
Bangkok. 


Security Pacific 


experts are committed to 
giving corporations strong 
and consistent support in all 
financial areas all around the 
world, all around the clock 

If you're a corporate 
officer, remember this: Each 
day the sun rises, theres a 
bank that can help you find 
opportunities anywhere 


you want to look for them. 


Security Pacific Bank 
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Head Office: 333 South Hope Se 
With over 600 offices 


n Calif 








Hong Kong Br inches s in Bı 





0 i 
Security Pacific 


® Service Mark Owned by Security 


umpur. Macao. 
Bank Canad 





Pacific Corporation 


Sin gapore ^ T Y 
Toronto. Major es Mera] 
"Looking Forward Worldwide is 









a trademark of Security Pacific Corp 


dong Kong, Manila, Seoul 
San Di San Franc 


New Y 









r Locations: Bahrain 
Bank of Canton 
nneapolis, Seattle 


1981 SPNB MEMBER FDIC 


INTRODUCING 


310B 


Stronger, faster, 
more productive 


The 310B is everything its pre- 
decessor was, and more. A 25 
percent increase in hydraulic 
capacity gives production a 
tremendous boost. In fact, recent 
extensive testing by John Deere 
revealed a 20 percent increase in 
backhoe production. 

There's good news at the loader 
end too, where breakout force has 
been increased to 34 kN (3450 kg, 
7600 Ib.) and cycle times reduced 
to 8.2 seconds. 

The 310B' s 3.10-m (10 ft. 2 in.) 
stabilizer stance and 5990-kg 
(13,200 Ib.) operating weight help 
provide the stability you need to 
do precision backhoe work in the 
toughest conditions. Maximum 
digging depth is 4.45 m (14 ft. 7 in.). 

Along with more speed and 
production, 310B provides all the 
important features you've come to 
expect in John Deere backhoe 
loaders. Included are sealed, 
wet-disk brakes; inboard-mounted 
planetary final drives that multiply 
axle torque and absorb shock 
loads; and closed-center hydraulics 
that deliver oil only on demand, 
resulting in less heat buildup and 
less wear on parts. 

Visit your John Deere dealer to 
learn more about the 310B and the 
product support services he has to 
offer. John Deere Intercontinental 








Ltd., P. O. Box 2000, Moline, A 43.3-kW (58 hp), 3.6-L Fuel-efficientclosed- ^ An all-weather cab with 
Illinois, U. S. A. 61265. (219 cu. in.) John Deere center hydraulic system  pressurizer, heater, and 
Dealers located in Bangladesh. Hong Kong; Indonesia, Korea diesel engine powers is charged by a2.4-L/s front and rear wind- 
Malaysia (East and West), Nepal: New Zealand: Pakistan; Papua the 310B. (38 gpm) constant- shield wipers is available. 


^ P > : 
New Guinea. Philippines, Singapore. Sri Lanka; Taiwan; Thailand pressure variable- 


displacement pump. 
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13 
e THÉ possibility ofthe Korea Fund being 
launched next year, at least in its original 
version, is looking bleaker than ever. 
Government indecision on some of the 
finer points, a poor market performance 
and the demise in August of the Mexico 


- Fund, on which the South Korean ver-- 


sion was modelled, is leading planners in 
_ the Ministry of Finance (MoF) to rethink 
' their strategy. 
"- The Seoul government is obviously 
` unhappy about the fact that it has been 
“unable to line up the cream of New 
York's banks or brokerage houses to 
“| underwrite the United States-based 
- | fund, as it originally hoped to do when 
“the idea for the fund was hatched in 
January 1981. One reason why the large 
houses are not stepping on each other 
“© to get at the fund is the government's 
-insistence that it be closed-ended. 
- The size of the fund has been quoted 
at US$30-100 million. For now, the MoF 
has settled on 05350 million. A decision 
of majority control has oscillated be- 
"tween South Korean and foreign owner- 
ship with the latest decision to give South 
‘Koreans 60% in the fund's management 
company. And in the 21 months since 
the idea for the fund was conceived, 
‘Seoul has changed the tentative launch 
date from early 1983 to mid-year and 
most recently to the fourth quarter of 
1983. Even if market conditions were 
ipe, analysts in Seoul believe it would 
e five or six months to organise lead 
underwriters and have the fund listed 
with the US. Securities and Exchange 
Commission, leading many to wonder 
i snp the fund will come off at all in 
1 


Exactly one year ago, the government 
launched two open-ended beneficial- 
certificate unit-trust funds capitalised at 
US$15 million each. While the funds’ 
performances have been. nothing to 
write home about, they have come to be 
viewed as highly successful launches. 
This is why a number of investment 
analysts have come to see the govern- 
ment's insistence on a closed-ended 
vehicle as ап unnecessary and probably 
backward step. Such arguments arose 
when the idea for the fund was originally 
conceived and in the light of the fatal 
blow dealt the Mexico Fund (capitalised 
at US$120 million) have now gained 
greater support. 

After exposing its investors to numer- 
ous peso devaluations, the Mexico Fund 
was frozen along with other foreign-ex- 
по related instruments by the Mexi- 
can Government in its frenzied attempts 
to avoid default. Because of its closed- 
ended structure, investors were locked 
into the fund and forced to accept 15-40 
US cents on every US$1 of their invest- 
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ment. The move spurred a number of 
lawsuits from angry investors who ac- 
cused their portfolio managers of mis- 
leading them. 

The p of the fund as envisaged 
was not to induce foreign capital to enter 
the market — the Korea Fund, along 
with the two unit trusts would have a 
capitalisation of US$80 million, less than 
1% of the market's total capitalisation — 
but to boost the international credibility 
of the South Korean equity market. The 
best way to impress a foreign in- 
vestor is to give him a good return on his 
money. Although average equity yields 
on the Seoul market from January to 
November dropped from 16.1% to 
12.3%, prospects look good next year 
and good returns are still possible. The 
average price/earnings ratio on equities 
is currently 3.5. Second only to a good 
return, though, is freedom of move- 
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ment, something that can be achieved by 
allowing investors the flexibility of mov- 
ing in and pulling out when they want to. 

Such an experiment in open-ended 
foreign investment would hardly cripple 
the present system. And if Seoul is seri- 
ous about encouraging direct participa- 
tion by foreign investors in its market by 
1985, such a first step to an open-ended 
fund should not be put off. One MOF in- 
sider who holds a similar view told Shroff 
he considered closed-ended funds "ob- 
solete and inappropriate for [South] 
Korea." Until the decision is reached on 
whether to alter or scrap plans for the 
Korea Fund, and while financial plan- 
ners wait for more ideal market condi- 
tions, thé MoF says it has no plans to ex- 
pand the present trusts or launch any 
new onshore trusts. 

While the MoF has been unable to 
lure the top financial representatives it 
wanted for the Korea Fund, it was suc- 
cessful in involving Credit Suisse, First 
Boston and Merrill Lynch in the launch 


of the two London-based unit trusts. The 
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first two led the marketing of the Korea 
International Trust, which has ap- 
preciated a modest 0.8% from its one- 
year launch date last November, in à | 
market that has dropped 3.3% during | — 
the same period. Merrill Lynch (lead | 

manager of the Mexico Fund) led the | - 
marketing of me pons Ыла which has 
out-depreciat e market, dropping 
5.4% from its launch a year ago. 
e SECURITIES and investment 
analysts have come to believe that Hyun- 
dai Engineering’ and Construction, 
South Korea's largest company, will 
eventually give in to government and 
public pressure and go publié!'possibly 
as early as 1983. And for the first time 
senior Hyundai executives sdy they | 
would not rule out such a dééision if “all - 

the conditions were right;?- Н ai 
Construction, the flagship òf the Hyun- | 
dai group, is among a handful‘of 


Korean companies that received sp ihe 
treatment by the government in the Eb 
country’s dash toindusfrialise. Sth Aaa 


There is a growing feeling in Seoul | — 
that such ап institution shouldbeopento | 
public ownership — and there is no short- 
age of investors looking for a piece of 


what has traditionally been one of the 
country's best-performing companies. 


This has, in turn, brought 
bear in the National Ass. The с 
in the National Assembly for Hyundai 
go public has: become almost an annu; 
event for the past 10 years. Since then, 
the government has come to endorse a 
number of laws encouraging. private | 
companies to go public by taxing public | 
companies at à concessional rate. Г 
In an attempt to fend off mounting © 
criticism, chairman and founder Chung ' 
Ju Yung began spinning off company 
divisions in 1974. Since then Hyundai 
Motor, capitalised at Won 53.6 billion к! 
(US$61.6 million); Hyundai Trading 
Corp., capitalised at Won 12 billion and W А 
Hyundai Cement, capitalised at Won 3 | —— 
billion, have put shares on the market. +i] 
At the same time, Hyundai Construc- x | 
tion is where it all started for Chung 30. | _ 
years ago, and it is no secret that he соп 
siders the company his favourite son. At 
present, 50% of the sharës аге held Буа | — 
non-profit social-welfare foundation | - 
started by Chung in 1977. He holds | | 
27.576, his relatives hold 20% and Lee | | 
Myung Bak, president of Hyundai Con- | - 
struction, among other units, holds the f 
remaining 2.595. While Chung may be D 
reluctant to let go, the company could | | 
use a new outlet to raise capital, some- |* - 
thing a public offering would allow. The | 
company has relied heavily on bank cre- 1 
dit (it has loan agreements with some 110 M 
banks) and its present debt-equity ratio | _ | 
is 311%. иа 
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Another attempt by Malayan United Industries to expand 
via acquisition is hit by regulatory authorities 


By Jeffrey Segal 
Kuala Lumpur: Directors of Malayan 
United Industries (MUI) could be for- 
given for suspecting that the regulatory 
authorities on both sides of the Causeway 
- bear them some kind of grudge. Despite 
| I's impressive record of growth, the 
authorities' rulings over the past couple of 
years have effectively scuttled МОТ 
three biggest takeover bids — all of them 
acquisitions through share swaps. 

First, Singapore's Securities Investment 
Council insisted on a cash alternative for 
minorities in MUF's plan to buy up Hotel 
Malaysia and the Ming Court Hotel. The 
decision led to a court battle with the 
hotels’ majority shareholder, Goodwood 
Park, and in the eventual settlement MUI 

- had to make do with just one, not two 
properties. Then Malaysia's Capital Is- 
sues Committee (CIC) turned down flat 
МОГ proposed purchase of two Hong- 
kong office buildings, the East Ocean 
Centre and the Advance Building, a deal 

. worth M$374. million (US$158.5 mil- 

` lion). 

_ Now another ruling by the CIC has 

Ё meant the part-collapse of MUI’s latest 

| scheme — a three-cornered bid to build 
the third-biggest commercial bank under 

Malaysia ownership. The two largest 

- shareholders of Development and Com- 

. mercial Bank (D and C) — the real prize 

_ jn the merger plan — have pulled out, 

leaving MUl in control of only Kwong Lee 

E Bank. MUI’s original proposal, agreed on 

| а willing buyer-willing seller basis, was 
` first revealed on May б and given a six- 
` month target date for completion 
| (REVIEW, Мау 21). The scheme set values 

of M$4 for each MUI share, M$8.50 for D 

- and C and M$12 for Kwong Lee. These 

+ values then determined the ratios at which 

— MUI would swap its newly issued stock for 
existing interests in the two banks. 

— D and C's biggest single shareholder, 

- Alex Lee — a senator representing Gera- 

— kan (a Chinese-based party belonging to 

| Malaysia's National Front coalition gov- 

-. ernment) and son of the bank's chairman 

- — would exchange his 19.5 million shares 

` (32.5% of D and C's capital) for 41.4 mil- 

` Поп shares in MUI. Timber and land entre- 
| preneur Datuk Syed Kechik would ex- 
change his 18.5 million D and C shares for 
| 39.3 million shares in MUI. And Johore 

- businessman Tunku Osman Temenggong 

- Ahmad would get 22.6 million MUI 

shares for his 7.5 million shares in Kwong 
Lee — 50.3% of the bank's paid-up capi- 
tal. 

. Inthe process, MUI'sown paid-up capi- 
tal would jump from 296.5 million M$1 
shares to 399.8 million. Lee would end up 
controlling 10.4% of the publicly listed 
manufacturing, trading, property and fi- 


mr s 


nance group, Kechik 9.8% and Osman 
5.795. 


But the valuations immediately raised 
eyebrows in Kuala Lumpur and Singa- 
pore. First to query them officially were 
the stock exchanges in the two cities, 
within days of the announcement. MUI 
held off giving a detailed explanation until 
the publication in late September of its cir- 
cular to shareholders. According to the 
document, the price fixed for MUI's own 
shares was an average of its market price 
between January and May 5, while the val- 
uations of the two banks took into account 
their high standing in the business commu- 
nity, a measure of goodwill, their growth 


Kechik: disaster. 





and profit records, their branch networks 
and D and C's valuable subsidiaries — a 
merchant bank, a finance company and a 
leasing outfit, 


Е some of the principals involved ex- 
pressed doubts that the CIC — a five- 
man body chaired by the governor of the 
central bank, Bank Negara — would ac- 
cept the high prices arrived at using these 
criteria. “We all expected a little bit of 
change,” said an official of Rakyat First, 
the merchant bank that submitted the deal 
for MUI. “We looked at the intangibles,” 
an MUI director told the REVIEW. “The’ 
CIC seems to stick to fundamentals.” Just 
in case of any revaluations, МОГ share- 
holders' circular included a resolution for 
the October 28 extraordinary general 
meeting that would give the cómpany the 
go-ahead to pay whatever the authorities 
decided. 0 

Lee and Kechik, meanwhile, had them- 
selves paid what observers saw as a fair. 
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n D and C shares 





Lee Loy Seng group. Analysts said those 
two purchases considerably weakened 
their case for the original valuation of 
M$8.50. +. 

,. The CIC eventually announced its rul- 
ing on October 2. MUT's share price had 
been cut from M$4 to M$3.50, Kwong 
Lee's was down from M$12 to M$10.50. 
Worst of all, the committee downgraded 
the D and C share to only M$5.60. It also 
stipulated that the two banks' minorities 
would have to be offered the same term 
within a month of the deal belio pofl 
pleted. і І 

The revised terms meant a M$11.3 mil- 
lion cut in the value of MUI shares which 
Osman would now get for his Kwong Lee 
stake — M$79.3 million instead of M$90.6 
million. However, the swap ratio would 
remain unchanged, and if no minorities 
took up the offer, his interest in MUI 
would climb from 5.7% to 6%. MUI, too, 
came out fairly well. The company would 
have to issue 19.9 million fewer shares 
than originally planned for the majority 
holdings in both banks, and would effec- 
tively save M$121.5 million. 

For Kechik and Lee, though, the.CIC 
decision was disastrous. With the ex- 
change ratio cut from 2.125 MUI shares 
for one in D and C to only 1.6, Lee would 
be getting just 31.2 million MUI shares, 
worth M$36.6 million less than agreed, 
and, assuming no minorities came in, only 
8.2% of MUI, down from 10.4%. 
Kechik's stake in MUI would likewise be 
trimmed to 29,6 million shares, equivalent 
to a 7.8% holding, compared to the 9.8% 
agreed earlier. In cash terms, he would be 
losing M$53.6 million. 

Some observers read between the lines 
of the CIC ruling and claimed there were 
political motives. Prime Minister Datuk 
Seri Mahathir Mohamad, it was said, had 
personally backed the deal, and the com- 
mittee's action was seen as a serious slight 
to him. According to a CIC source, how- 
ever, the decision was based simply on the 
fact that the original valuations, would 
have meant a dilution in the worth of exist- 
ing MUI shareholders’ equity. 

“In the final analysis,” the source told 
the REVIEW, “we had to ensure; that the 
shareholders of MUI — a publicly listed 
company — were not diluted." He said the 
committee took into account.a variety of 
factors in its assessment: the “maintain- 
able profitability” of the two banks, the 
depth and stability of their balance-sheets, 
their debt-equity ratios and loans-deposits 
ratios, andialso the current prices of other 
banks listed.on the Kuala Lumpur and 
Singapore stock exchanges... . 

The CIC, he stressed, had made similar 
changes to deals involving other com- 
panies — particularly when. they. were 
issuing new shares for the p -of ac- 
quiring property (REVIEW, May 14). As 
recently as October 22 the committee had 
stepped in to revise Boustead Holdings”, 
proposed takeover of Barlow Boustead 
Estates Agency, cutting the value attri- 
buted to Boustead Holdings’ shares from: 






































nented. A senio at D | would now be a "logical "2 
ura, k sub- | D and C cancellation for MUI to look — 


















sidiary that is advising D and C on the flo- 
tation, said the proposed listing — to be 
formally announced by mid-November — 
would involve a possible doubling of the 
bank's paid-up capital from the present 
M$60 million. 

D and C had already planned to raise it 
to M$100 million through a new issue be- 
fore the end of the year to comply with 
Bank Negara's rule — effective since the 
beginning of 1982 — that local commercial 
banks must have capital funds equal to at 
least 4% of their total assets (less long- 
term investments). 


WS MUI funds now behind him, 
Osman's capital-gearing problems at 
Kwong Lee are solved. He gets, in addi- 
tion, 6.9% of МОТ increased total equity 
of 328.9 million shares, making him prob- 


again at taking a controlling stake in — 
Southern Banking, though Bank Mos a 
would ‘have to be consulted first. Cer- _ 
tainly, Southern Banking's branch struc- _ 
ture would provide an ideal complement | 
to Kwong Lee. Southern Banking has four — 
outlets in Penang, three in Perak, three on. — 
the East Coast and one each in Kuala _ 
Lumpur, Malacca and Negri Sembilan. __ 
Kwong Lee's branches, by contrast, are _ 
heavily weighted in favour of the southern. — .— 
states: five in Johor, буе in Sarawak, and _ 
one each in Sabah and Kuala Lumpur. 
A takeover by MUI would also help | 
Southern Banking escape the capital- | 
gearing trap. With assets rising from | 
M$362 million in 1980 to M$598 million — - 
last year — making it Malaysia's 10th — — 
biggest bank — Southern Banking had to _ 
double its paid-up capital to M$20 million — 





























M$2.63 to M$2.10 and those of the target 
company from M$7.90 to M$6.30. 

MUI had already made it clear there 
would be some dilution, but only to a very 
minor degree. The shareholders' circular 
estimated that based on a consolidation of 
D and C's, Kwong Lee's and МОГ 1981 
accounts the original deal would have 
measat earnings per MUI share dropping 
from 15.8 M cents to 15.2 cents. Against 
that, however, the net asset backing 
would have risen from M$1.50 to M$2.15 


a у 

Kwong Lee shareholders decided to go 
ahead anyway. Osman and MUI set about 
preparing the completion of their deal, 
and during October MUI even secured 3.3 
million minority shares in Kwong Lee on 
the new terms — the bulk of them from 
Oversea-Chinese Banking Corp. and its 
chairman, Tan Sri Tan Chin Tuan. Execu- 
tive director Datuk Khoo Kay Peng and 
his special assistant agreed to join the 
board of Kwong Lee, in which MUI’s in- 
terest was 72.196 

Still no word came from the D and C 
shareholders, despite the looming dead- 
line, and MUI's extraordinary general 
meeting duly approved the amended deal 
on October 28. On the following night, 
however, as MUI was preparing the an- 
nouncement of the Kwong Lee comple- 
tion, a letter arrived from Lee and Kechik. 
They could not agree to the CIC's terms, 
they said, and were terminating their side 
of the plan. 

D and C, Malaysia's fifth-largest locally 
owned bank with assets of M$1.81 billion 
and 21 branches, had been MUI’s real 
goal all along. Kwong Lee, only the 13th 
biggest, had come into the picture only on 
the final day of April after it had become 
clear that MUI would not be able to raise 
its existing 24% interest in a third bank, 
Southern Banking, which it had intended 
to merge with D and C. 

But any thoughts of renegotiating with 
Lee and Kechik were immediately 
crushed when D and C’s chairman, Tun 
Sir Henry Lee, announced on October 31 
that the bank would now be going public. 
“The door is already closed," an MUI exe- 
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ably the second-largest individual share- 
holder after Khoo, who owns 3095. From 
МОТ point of view, the deal also worked. 
out fairly satisfactorily. It now takes over 
Kwong Lee's 12 existing 
branches and also its highly valued outlet 
in Singapore. At the same time, the over- 
all bumiputra or indigenous peoples' stake 
in the parent company has now risen to 
оте 30.9% — above the 30% minimum 
specified under Malaysia's New Economic 
Policy. 

But the revised scheme now raises some 
interesting questions about Southern 
Banking, which MUI has been required to 
divest under the original terms. Malaysian 
banking laws do not normally allow one 
shareholder to control more than one 
bank. D and C and Kwong Lee, which 
would eventually have been formally 
merged, would have counted only as a 
single unit. 

An MUI official told the REVIEW that it 
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bling block yet again. Apart from M 






Milam Kelantan Cooperative, each 
12.5%, Saw Brothers Realty, with 11. 
and Island Marine, with 7.8%. 
Lim Goh Tong, the chairman of cz 
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stake was significantly reduced by 






year. 
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in 1981 and raise it again through à one- | 
for-two rights issue completed three —— 


However, the shareholding structure of 
the bank — which thwarted МИГ earlier — 
takeover attempts — could prove a stum- — 


major shareholders include two bumi- 
putra institutions, Ramudah and the Sri 


group Genting Bhd, is said to control in- — 
formally about 15% of the bank'sshares, — — 
while Datuk Loh Boon Siew — a p 7 
tion owner and holder of the Honda 

franchise in Malaysia — is a major share- _ 
holder. Sources said Loh would be hos- _ 
tile to any bid from MUI, whose own _ 


M$6 million bumiputra share issue last 
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` Recession and falling profits dictate changes 
_ of direction for Tokyo's giant trading groups 







y Hikaru Kerns 
1 окуо: Many of the big Japanese general 
rading companies, usually known as sogo 
shosha, are adjusting poorly to recent ad- 
` verse economic developments. Some have 
met disaster or simply low rates of return 
on investment when, rather than sticking 
with commission and fee business, they 
- went into risk-equity ventures. Nearly all 
have been troubled by their late start in 
_ the export of high-technology products 
“апа by their continued reliance on low- 
"margin, sluggish basic commodities. At 
the same time, several Southeast Asian 
e ‘countries and the United States are estab- 
lishing general trading companies to emu- 
late the Japanese example. 
UN Turnover of the sogo shosha has grown 
| to impressive proportions, but their pro- 
fits have not. Total sales of the nine com- 
сун exceeded ¥80 trillion (US$288.81 
billion) in financial 1981 (which ended in 
March 1982), a figure almost double the 
- Japanese Government's budget and about 
`30% of the country's gross national pro- 
. duct. Much of the growth in sales was due 
- to the multiple price increases of oil and 
- other basic commodities during the 1970s. 
- Moreover, the fastest rate of growth 
| among categories of trade has been in the 
‘relatively low-profit offshore trade for 
items such as grain. 
Тһе sogo shosha have also been hurt, 
with exceptions, by the world recession 
ich has led to a slowdown in Japanese 
trade. They handled 49.5% of Japanese 
| exports in 1981, but the volume of Japan- 
- ese exports on a year-to-year basis has 
_ dropped this year for seven consecutive 
“months to September. Imports have been 
- similarly sluggish, registering a 9.1% de- 
| crease in the second quarter of this year. 
- The drop in imports was greater than the 
_ decline in exports — good for the country 
— but not for the sogo shosha, which collec- 
tively handle 59.6% of Japan's imports. 
| In their results for fiscal 1981 six of the 
“nine sogo shosha registered profit declines 
or losses. Kanematsu-Gosho, though re- 
cording a 13.8% increase in sales, lost 
31.7 billion. Mitsui and Co., the second- 
f sogo shosha, posted a 94% drop in 
“net profit, to ¥1.2 billion, while C. Itoh 
| and Marubeni saw their net profits decline 
- by 6095 and 76% respectively. Tomen and 
| Nichimen both saw falls of more than 50% 
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and 60% respectively, despite increases in: 


| sales. The gainers were Mitsubishi (up 

24.2%), Sumitomo (up 21%) and Nissho 

. Iwai, which turned a ¥3 billion loss into a 
- ¥3.6 billion net profit. 

` Some of these dismal results were due 

to a poor turn of fortune: Mitsui's losses at 

its Iran petrochemical project were a 

- major setback. The project was 85% com- 

pleted when in 1979 the shah was over- 


thrown. Work on the facility continued 
sporadically until the Iran-Iraq war broke 
out in September 1980. Last fiscal year the 
company had to write off ¥39.5 billion on 
its investment. 

Mitsui was also hit soon afterwards with 
a US$11 million fine following a guilty 
plea in a steel-dumping case heard in an 
American court. Bad luck may indeed 
come in threes, as the Japanese proverb 
goes, because the Japanese Government 
has levied a penalty on Mitsui for back 
taxes on undeclared income. One trader 
at a competing company said that if such 
extraordinary losses had been suffered by 
lesser enterprises, "the ship would have 
sunk." Nonetheless, Mitsui in fiscal 1981 


had to cut its dividend from ¥7 to ¥5. In 
addition, directors’ bonuses were cancell- 
ed and employees had to accept a reduc- 
tion in their bonuses. This was despite a 
4% increase in sales to ¥ 15.5 trillion. 


T sogo shosha have faced vast stra- 
tegic adjustments before, when in the 
immediate post- World War II period they 
had to secure raw materials for a defeated 
and impoverished country and then later, 
when they led Japan's export drive. Most 
recently, the sogo shosha have partici- 
pated in risk-equity ventures overseas, 
promoting the growth of offshore or third- 
country trade and trying to break into the 
marketing of high-technology products. 
As their results show, these new paths can 
prove treacherous. 

Providing commercial capital to under- 
write trade has been relatively safe com- 
pared with the risk of providing venture 
capital, as Mitsui discovered in Iran. Some 
of the sogo shosha have become contrac- 
tors for large construction and resource 
projects, or partners in joint ventures with 
local entrepreneurs. In fiscal 1981, the 
nine sogo shosha had-an exposure of * 1.1 
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billion, compared with more domestic- 
oriented houses such as Sumitomo (¥59 
billion) and Nissho-Iwai (¥87 billion). 

A large share of overseas investment 
has been channelled into developing natu-. 
ral resources — projects initiated in the 
1970s when it seemed that the world 
would continue to face severe shortages of. 
oil, coal, metals and other raw materials. 
Although many figures are not yet availa- 
ble, it has now become apparent that a 
combination of sluggish economic growth 
and greater efficiency in natural-resource! 
utilisation has reduced prospects for a 
high rate of return on such investment. 

At the same time, some of the massive 
investments had to be located in areas 
where country risk remains a wild card in 
the pack. For example, Mitsui still has 
petroleum projects in Indonesia and 
Egypt and an agro-forestry project in the 
Philippines, and Marubeni has equity in a 
chemical venture in Mexico and a textile 
venture in Costa Rica. 

Aside from their international expo- 
sure, the sogo shosha have acted as finan- 





cial institutions as much as they have as 
traders. But despite their considerable re- 
serves they have to rely mainly on long- 
established lines of credit from. banks, 
which are often (but not exclusively) part 
of the same industrial group. In fiscal 
1981, the nine sogo shosha offered credits 
totalling ¥14.2 trillion, while accepting 
credits of ¥9.4 trillion, making net credit 
supplied of ¥4.8 trillion. Much of this was 
in bills and accounts receivable. 

This year the sogo shosha found them- 
selves generally caught on the wrong side 
of the US dollar's advance, not having 
hedged fully to settle import payments. 
Consequently they have been among the 
forces in Japan pushing up the US dollar's 
value against the yen as they scrambled to 
meet’ US dollar obligations. Interviews at 
major houses indicate that it is a policy 
among the sogo shosha to try to cover 
foreign-exchange risks by balancing ex- 
ports and imports, as well as by taking for- 
ward positions. But traders concede this is 
not always possible. In particular, they say 
it is difficult not to bear a foreign-ex- 
change risk in long-term projects. 

Meanwhile, most of the sogo shosha 
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era of super for the | 
tic trade. Marubeni e the real 

- growth rate of GNP to be no more than 3- 
4% a year for the foreseeable future. To 
compensate for the dull prospects for 
- domestic trade — and as a natural exten- 
- sion of their systematic and wide network 


of information gathering — the sogo 


- shosha have aggressively pursued offshore 
| trade, acting as intermediaries. 

by While domestic trade as a portion of 
total transactions has continually declined 
| f from 1973 for all sogo shosha, the share of 
` offshore trade has been increasing 
gro». This trend is expected to persist 
| for some time. Mitsubishi now has 7.8% 
` of its total transactions in offshore trade 
- compared to 4.2% in 1973. Mitsui has 
13.9%, three times the 1973 figure, and 
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economy, and hence in their O es- 


where. 17.2 
ago. 


0 ne advantage of the role of middlemen 
to world trade is that it releases the. 
sogo shosha from the cycles and confines 
of the Japanese economy. However, the 
pursuit of offshore trade is partly the re- 
sult of sogo shosha employees wishing to 
inflate sales figures, regardless of profit, 
for the sake of prestige. This attitude is not 
uncommon among Japanese enterprises, 
which also value market shares at the ex- 
pense of profits. Offshore trade is, indeed 
often the least profitable type of trade. 
Traders also point out that it requires sogo 
shosha to enter into more risky foreign-ex- 
change and credit transactions. Nonethe- 


The game of the name 


South Korea's first move in its financial clean-up campaign — 
` a bill to identify tax evaders — runs into unexpected opposition 


` By Thomas Chesser 
Seoul: The most ambitious and far-reach- 
_ ing reform put forward by the South Ko: 
| rean Government in the wake of the kerb- 
_ market scandal has run into considerable 
| opposition and will probably be so altered 
` аѕ to make it ineffective. The confronta- 
| | tion between the ruling Democratic Jus- 
| | tice Party (DJP) and opposition parties 
_ —has caused embarrassment for the govern- 
| ment of President Chun Doo Hwan, 
4 rompting him to backpedal on the re- 
+ and raising questions about his sin- 
| q cerity in wanting to correct the inequities 
` of the financial system. 
` °` The bill, referred to locally as the real- 
name proposal, was to have been the 
| foundation for a series of banking, finance 
. апа investment legislative moves aimed at 


vU 


| updating and modifying the country's |. 


tangled private financial sector. The gov- 
| ernment's decision to back down in the 
` face of opposition has sparked speculation 
` over whether other reforms and pro 

` . fine-tuning of the country's financial mar- 
| kets will also be set back as a result. 

| * The real-name proposal was hastily añ- 
| nounced by the Ministry of Finance on 
-. July 3 to quell what was left of the public 
2 outcry that arose from the disclosure of 
- the kerb-market scandal. The scandal sur- 


- faced in May when a former member of 


` the national assembly and his wife were 
e Peharged with fraud in mishandling Won 
` 711 billion (US$817.24 million) in loans 
- and highly overvalued promissory notes in 
the country's unofficial kerb money mar- 

- ket (REVIEW, May 21). Participants in the 

_ fraud could be traced to relatives of the 


- president's: wife, thus tarnishing Chun's |. 


claims that he was out to rid the govern- 
ment of corruption. The scandal dealt him 
his biggest setback in public confidence to 





date. One cabinet aide described the latest 


problems as like “opening an old wound" 


for the president. JAR. 
Specifically, the proposal called for all 
financial transactions including banking 
and securities trades to be made in the 
owner's real name, with some exceptions, 


by January 1; 1983. Such a law in itself: 


should cause little protest but those in- 
volved in the financial markets knew that 
the bill's true aim was to make it easier for 
the government to identify tax evaders. 
For years a near-majority of South Ko- 
reans found it easy to escape paying in- 
heritance and some income tax through 
the use of anonymous accounts. The bill 
also called fora tax to be applied to capital 
gains made on share transactions, some- 





of transactions a 
offshore, up from 2.7% nearly 10 years 









Virtually shut out of trade in vehicles, 
TV sets, watches and cameras, whose 
makers established their own domestic 
and international distribution channels, 
the sogo shosha have also been slow to 
enter the booming trade in high-technol- 
ogy products. Although the industrial 
structure of the advanced countries has re- 
cently changed as more sophisticated and 
higher value-added products take a great- 
er share of total production, sogo shosha 
sales remain centred on material products 
or elementary capital goods. It is esti- 
mated that more than 70% of their total 
sales are still of raw materials. 

The sogo shosha have recognised this 
deficiency and have been trying to break 
into the marketing of high-technology 





thing unheard of in the history of the mar- 
ket here. The measure called for im- 
plementation over a long period, allowing 
some people to wait until as late as 1986 
and beyond without identifying their ac- 
counts if they paid a 50% tax rate on their 
earnings. 

The government promoted the reform 
asa move that would help rein in the kerb 
market by forcing its participants inte the 
light by requiring them to identify the 
source of.their funds. It was hoped that in 
the long run, it would make the country's 
tax-collection system more honest and 
deter insider trading in the stockmarket. 
Financial reformers in the Chun govern- 
ment were depending on the bill's passage 
to propose a list of further changes they 
hoped to push through, slowly liberalising 
the banking sector, capital markets and 
second-tier non-bank financial sector. —— 


t the time the proposal was announce- 
ed, it set off a small panic among in- 
vestors. The price of gold jumped 20%, 
the black-market rate for US dollars rose 
8% and many savings accounts were 
emptied. The furore appeared to have 
died down in August and September, but 
was revived in October when the bill was 
brought up for debate on the floor of the 
National Assembly. At the time of its 
proposal, the bill immediately received 
DJP approval. And as is the case with 
most government-proposed, DJP-backed 
legislation, it was expected to pass this 
session without a hitch. 
But in a rare show of bravado, leaders 


"from the opposition Democratic Korea 


Party and Korea National Party stood up 
to challenge the law, saying it would be 
disastrous for the economy. In a more di- 
rect attack on Chun's financial reformers, 
opposition party leaders went so far as to 
accuse Deputy Prime Minister Kim Joon 
Sung and Finance Minister Kang Kyong 
Shik publicly of wanting to do irreparable? 
damage to the economy. 

During this debate gold again jumped, 


. the blackmarket rate for dollars began to 


rise and the stockmarket was sent on a 
roller-coaster ride with bulls and bears try- 
ing to outpredict each other over whether 
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me 
yeni and Kanematsu-Gosho have, 
lisclosed plans to develop trade in 
computers and similarequipment. — 
Despite’ these initiatives thete has- 
х cently been talk in the Japanese pre 
"winter season" for the sogo shosh; 
tainly, the stockm th 


0. illion (USI. 57 billion) 
would be funded by profits from prop 


development on 11 sites, mostly located : а 1 í 
above stations. This method of financing | 1: 
for. Hongkong's most expensive public- | | 


a works project to ¿date has, since the 


edi in Chun's attempt 

“to save ү it is now being rumoured that 

dn the beh of the government's change of 
Ur 


ore cabinet mem-. 


rted stalling, com- 
bill, the next day 
thén for it again. But recalling 


ar 1977, when .the then ruling | 


Democratic Republican Party -pushed 


ersial and highly unpopular value-. 


x legislation through only.to suf- 
e 


he next elections, 


pears legislators ‘are 
proving. the ЫК) ihi 


announcement of the plan in December 
1980, been criticised as unsound. 


D Property i in Hongkong is a speculative “t 
commodity which has now lost its attrac- 
“tion. Moreover, the Mass Transit Rail | 
way's. Island Line extension had little 


bearing on overall transport planning. A: 
review of transport plans for Hongkong 
Island was launched some time after the 
extension's go-ahead was given. =. 

The financial problems affecting the Is- 
land Line ‘centre on its property-develop- 
ment aspirations, Like the property mar- 
ket itself, these appear to have run out of 


steam — largely because the consortium | 
Which won the contracts for the eight sites |: 
во far released, headed by Hang Lung. 


Development, is having difficulty raising. 


money for the HK$1.82 billion premium | R 


one site. The Mass Transit | 


payable: 
. (MTRC) has delayed seek- 


Railway: 


ing tenders for three remaining sites be- | 
` cause of developers’ а 


of interest. 
According to do 
files, premiis for the eight site 


Аге} you ‘Switched nta 
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New! For travellers 
who take Asia seriously. 


The 12th edition of the All- 
Asia Guide is simply crammed 
with new up-to-the-minute 

' information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 


There are now chapters on no 
fewer than 26 countries. Plus 
opening chapters on both eating 
out in Asia and on the best way 
of using your baggage 
allowance. 


25 new maps, making a total 
of 60 maps in all. 


New hints on how to travel in 
Asia — from packing the right 
things, to the best places for 
souvenir hunting — wherever 
you're going. 


A new-style guide to hotels in 
the region, and new thoughts on 
Asian food (and the best places 
to sample the Region's vast pot- 
pourri of culinary delights). 


And finally, 48 new colour 
pictures, and more than 70 new 
black-and-white pictures. 


-— АП of which adds up to over 
3 review! EE RUA Sd 00 pages of vital information 
a хуну ра ips m Uth Edifipn # Ae travellers in Asia. _. 





To make sure of your copy, 
Minor i In its 12th "xag send off the oli oh todas 7 


---—-------------------->&----77rN 





To: Publications Division, Chk 
Far Eastern Economic Review Ltd., G.P.O. Box 160, Hongkong. The ALL-ASIA GUIDE is | 
Please rush me copy/copies of the ALL-ASIA GUIDE, 12th Edition.as indicated. I enclose а published by the Far Eastern 1 
Economic Review, Asia's most 
cheque/postalorderfor |. 1. respected businésé weekly: i 
| No. of copies Г] by surface О by airmail* і 
ALL-ASIA GUIDE, 12th Edition: HK$57.50/US$9.95/£5.55/S/M$21.75 each. FAR EASTERN EI ECONOMIC 
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nt with the MTRC 


р "ne world recession. At a time when the 
yen has been weak, the company gar- | 


premium further. It we 
sess the site and the | 
laid and put it on the market. The trouble 


with this “option” is that it is unlikely to 
гау any interest (a nearly 10,350-sq. т. 


site, Victoria Barracks, was withdrawn re- 
cently because there were only three “un- 
| acceptably low" tenders). 

` The MTRC-Hang Lung group's dif- 


ficulties with Admiralty II also raise ques- 


d tions ‘about the contracts for six other sites 

icular, whetherthe consortium is 
ndertake its commitment. 

irman Norman Thompson 

ntly told the REVIEW in October 

ang Lung and its partners were 

fil their commitments. He dis- 

| ` profits from property 


project. 


Sales were up 1% to X 1.64 trillion 


Nissan Motor, Japan's second-largest 


vehicle-maker, has nce net profits. 


of 349.5 billion (US$179.9 million) in 
the six months ended Sept. 30, 17.6% up 
n the corresponding period a year: 


(324.90 previously) while th 
vidend was ¥7 (unchanged). 
Nissan, which markets vehicles 


. the D: ton brand, does not 


rts of parts rose, but sales of finished | poi 


ars both at home and abroad dropped 


y 5% to 1.24 million units because of | m 


nered a foreign-exchange gain of ¥12 


| Slump at Kawasaki _ 


Kawasaki Heavy Industries of Japan has 


| reported a 34.5% drop in net profit and a 
13.196 decline in sales for the six months 


to Sept. 30. The adverse results 


меге due to a severe weakening in the 
| markets for ships and’ motorcycles. 


Overseas plant construction also regis- 
tered a loss. Sales totalled Y 308.9 billion’ 


(0551.12 billion) and net profit ¥2.2 bil- 


lion. The company does not pay interim 
dividends. 
Meanwhile, Sumitomo Heavy Indus- 


‚ | tries registered a sales increase of 12,4% 


to #138 billion, while recording a net 
profit. of ¥2 billion, a 38.2% increase, 


| over the same period. Its plant and ship- 
‘building divisions saw improved busi- 


ness but its heavy-machinery and con- 
struction divisions suffered declines. Net 


profit per share rose to *Y4.60 from | 


33.36. Its dividend was unchanged at 
%2.50. c = HIKARU KERNS 


Esanda advances —— 

The large Australian finance company 
Esanda Ltd lifted its net profit 1275 to 
A$37:9 million (US$35.7 million) in the 
year to-Sept. 30. Gross revenue during 


the year rose 29.4% to A$395 million, - по 
while total expenses rose 32.4% to- 


A$324 million. Total net receivabl 
rose 11.2% to A$2.19 billion, __ 


‘There was a sharp fallin the volume of] 


after-tax profits 38 n 
ae ш), in vith d ix months 
ith 


igure for J 
is 53% better ant 


new business in the final quarter, which 1 
eld the full-year rise to ову. 2.2%. че of 1 


lan electrical group Email Ltd 

d a 56% slump in net earnings to 
illion (US$3.2. million) in the 
months to Sept. 30. Group revenue 
to. A$188 million. Interest 

mped to A$2.3 million from 


IE exercising 
223,135 oz, sold 


US$329 an oz, bought Ба 

price, then resold at a highe 

bank, under the latter 

scheme for gold producers. — 
According to Ongpin, Beng 


‘has 17,000 oz of gold for 1 


arlier level of A$593,000. | li 


h the. Australian economy in reces- 
ding со tions have continued 


higher 


"scheme. 
















































Most Asian markets di benefited 
ffrom the influence of the continuing 
y in the United States, with Hongkong 
ing 10% from a severely depressed 
. But in several cases the rallies failed to 
ress analysts, in part because they were - 
ased so strongly on Wall Street's mood. 


Tokyo 


arly in the period the market spiralled 
pwards on the back of a record-breaking 
[^ on Wall Street. Prices advanced on 
ll fronts, especially of stocks also listed in 
w York. But the lack of further ad- 
ances abroad caused а similar reaction in 
okyo. Brokers said the Tokyo rally has a 
eak base if it is simply following Wall 
` Street's lead. There was some speculative 
! уль interest in pharmaceuticals again. 
ikkei-Dow Jones Average closed at 
51.66, up about 20 points. 


Singapore 
ie market inn modestly amid heavy 
ding and intermittent periods of profit- 


ing. Fraser's Industrial Index finished 
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the five sessions at 4,196.39, an increase c 
65.57 points. The Straits Times Industrial 
Index moved up 24.13 points, closing the 
period at 743.21. Volumes were at 15 mil- 
lion shares daily or more in several ses- 


sions. A number of analysts believe there | 


are now opportunities for investors in the 


deflated Hongkong market, but it is not 


yet clear what effect a widespread return 
to Hongkong would have — or if, as some 
believe, the Singapore market is currently 
moving more independently of either 
Hongkong or New York. 


Kuala Lumpur 

The market staged a modest rally as 
Fraser's Industrial Index rose 115.75 
points over the period to close at 
2,513.48. Trading remained cautious, with 
some profit-taking evident. Nevertheless, 
analysts noted that the market remains re- 
latively firm though the economic funda- 
mentals do not point to a breakout to 
higher levels. On Nov. 8shares of Menang 
Corp., formerly Gilani Jute and Textile 
Mills, were relisted after being suspended 


since в at M$1.35 (7 
US quem against a меер нер ie 


of 43.5 M cents, they closed at M$1. 
Manila 


The market was in a good mood until Nov. 
8, when it was upset by a stockbrokerage 
failure. For most of the period, price 
changes were to the good. Mines were 
aided by encouraging metals news; oils by 
the spudding of the Busuanga exploratory 
well; атата by hopes. of 
a recovery next year. Small gold-miner 
Carmen Mindanao moved about 547 mil- 
lion shares, more than half of the 912.9 





million-share total volume. Its price ap- 


preciated slightly on denials of rumours 


that its Malaysian partner would with- 


draw. Value turnover reached P 11.9 mil- 
lion (US$1.4 million). 


Hongkong 

Prices rose strongly during the first two 
days of the period, but by the third day un- 
certainty had re-entered the market. 
Nevertheless, the early advances were 
enough~to ensure that the Hang Seng 
Index finished the period at a higher level, 
up 78.8 points at 851.65. The rally was at-- 
tributed mainly to a report that Chifia in- 


HONGKONG 












tends to work out a plan within two years 
to ensure Hongkong's future prosperity. 
But the rally petered out on renewed ап- 
xieties arising from the slump in HOME 
kong's property market. Turnover was ré- 
latively high, coming to an average of 
HK$220.2 million (US$33 million) daily. 


Seoul 


The composite share-price index dropped 
by 0.7 of a point on the period, reflecting | 
@ull trading which saw daily volume fall 
from an active 17.4 million shares to an 
average of 9.13 million. Analysts attri- 
buted the bearish tone to institutional 
selling and a general unwillingness to buy. 
Instead of shares, many investors with 
cash joined in the widespread stampede 
into property speculation in the new hous- 
ing area around Seoul. Blue-chip electro- 
nics and machinery issues gained mod- 
estly. 


Taipei 

The' average weighted price index rose 
five points to reach a six-month high of 
484.53. Average volume increased» to 
NT$721 million (US$18 million). Analysts 
attributed the market's continuing 
strength to a slight upturn in economic in- 
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dicators in Taiwan and the United States. 





Announcement of third-quarter company 
results, which were considerably worse 
than in 1981, apparently had no effect on 
trading. 


New Zealand 


The downtrend steepened as a number of 
leaders suffered heavy falls. The market's 
Worries over Fletcher Challenge switched 
to fears that the company is planning a 
major rights issue and this produced 
another wave of selling. The market took 
no encouragement from NZ Steel’s bet- 
ter-than-expected results. In true bear- 
market fashion it prefers to worry about 
other results due shortly. The NZUC 
Index has now fallen to the technically sig- 
nificant 620 area for third time. 


Australia 


The Australian All-Ordinaries Index rose 
12.6 points to close at 518.9 on Nov. 8 
after reaching a peak of 523.7 on Nov. 5. 
Fears of rising interest rates, combined 
with falls in selected stocks, held back 
gains. In particular, fears for the future of 
Westérn Mining Corp.'s and British 
Petroleum's Roxby Downs uranium and 
base-metals development in South Aus- 
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Uon Breweries 1.76 
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NZ Ot and Gas 033 
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215 
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А) 
tralia was clouded by the election at | 
weekend of a Labor government in that. 
state. There is still limited demand for 
Australian stocks from overseas institu- 
tions, and buoyancy on Wall Street has s 
the tone for a limited improvement. 
Bangkok 
Selective buying spurts helped price 
improve marginally but generally the n 
ket was sluggish, with investors on 
sidelines. Prices for the most part 
mained within narrow limits and volume | 
was low. Another factor appeared to Бе 
the hesitancy of commercial banks to cut 
interest rates following the lead set by the 
central bank. However, late in the pe 
the biggest, Bangkok Bank, took the lea 
by announcing a one percentage-poi 
drop in its lending rate to 1676. Se 
buying (of cements in particular) 
dent in the final eoe of days, especi 
on Nov. 5. The Book Club Index post 
loss of 0.06 of a point to close at 111 


ne 
Mi 
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The European Source 





for Multimarket Finance 


UNICO BANKING GROUP is 
one of the world’s largest banking 
groups. With combined assets of 
some US $ 360 billion and 56,000 
Offices, it is a one-stop source for 
ар to the multimarket capa- 

ilities of the member banks: 
ANDELSBANKEN DANEBANK, 
one of Denmark's top four commer- 
cial banks; CREDIT AGRICOLE, 
in total assets one of the largest 
financial institutions in France; 
DG BANK, one of Germany's 
leading wholesale financial insti 
tutions; GZB, the central banking 
institution of Austria's Raiffeisen 
banking organization; OKOBANK, 
an integral part of Finland's inter- 
national financial community; 
RABOBANK, the largest domestic 
bank in Holland. 


These six banks are united by 
a common philosophy rooted in 
Europe's client-oriented cooperative 
banking movement. All are among 
the leading banks in their markets, 
Offering financial services at home 
and abroad. Eurocredits and Euro- 
issues, trade and corporate financ- 
ing, market information - these are 
some examples of the vast facilities 
UNICO BANKING GROUP has at 
its fingertips. Members are present 
in key centers around the globe. 
Moreover, they established the 
Luxembourg-based UNICO 
INVESTMENT FUND and UNICO 
TRADING COMPANY in Vienna, 
which specializes in East-West 
Trade. 





To find out more, contact one of 
the partner banks: 
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RABOBANK NEDERLAND 
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or: The Standing Secretariat of the 
UNICO BANKING GROUP 

N.Z. Voorburgwal 162-170, 
NL-1012 S] Amsterdam, 

Tel.(20) 222252, Tx.15412 unico nl 
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LETTER FROM DAQING 


n the No. 2 Dining Room of the 

foreigners' guest-house at the Daqing 
oilfield are three large round tables. Ja- 
panese engineers and technicians eat at 
the one nearest the window. The Italians 
are nearest the kitchen. The Bulgarians 
sit nearest the door. All speak only to 
their tablemates, and seem unaware of 
the diners at other tables. A small square 
table is set up for me equidistant to the 
Japanese and the Bulgarians, arranged 
so that I neither face nor turn my back to 
the other tables. 

Daging is China's most important oil- 


total amount of oil that can eventually be 
obtained. Chinese engineers at Daqing 
claim that they have maintained produc- 
tion at a steady 50 million tonnes per 
year since 1976. They said that when 
General Secretary Hu Yaobang visited 
Daqing recently he was assured that this 
level could be sustained right through 
1985. 

The 21 foreigners at Daqing, including 
myself, were invited to a reception in 
honour of China’s National Day last 
month. It was hosted by the mayor of 
Daqing and held in the No. 1 Dining 








Daging at play: on the flying elephant. 








field, supplying about 50 million tonnes 
of waxy crude each year, half of China's 
entire production. Some of it is refined 
at Daqing but most is pumped south 
through a heated pipeline to Shenyang 
and Dalian. From Dalian, crude is piped 
aboard tankers and shipped to other re- 
fineries in China and abroad. Last year 
Japan imported 8.9 milion tonnes, worth 
US$2.3 billion. Total exports of crude oil 
and petroleum products were worth 
USS5 billion last year, 22% of the total 
value of all China's exports. 

The oilwells are spaced only a 
hundred metres or so apart all over Da- 
qing. They are mostly passive wells, not 
the reciprocating-beam wells an Ameri- 
can such as myself is familiar with. The 
oil flows upward because of pressure in 
the oil-bearing structure below. The 
pressure is maintained by injecting water 
into the field at high pressure. Each year 
the offtake from the wells contains more 
water and less oil. At most wells the 
water content averages more than 60%. 
To sustain a constant output of crude 
more wells must be drilled and the 
deeper oil-bearing strata tapped. 

Some industry analysts say that total 
production at Daqing is now in decline. 
It is possible that fracturing and high- 
pressure water injection to increase 
early production has damaged the field, 
causing it to peak early and reducing the 


Room of the guest-house. Everyone at- 
tended. We stood around the periphery 
of the room, the Italians forming a group 
to one side and the Bulgarians another 
— again nearest the door. The Japanese 
formed two groups on opposite sides of 
the room. Nearest to me were engineers 
from Hitachi who were there to install a 
large computer. The other group had ar- 
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Daqing at work: the refinery. 





rived recently to resume work on the 
ethylene plant which had been cancelled 
as part of the readjustment policies, then 
revived this year with additional Japan- 
ese financing assistance. 

The mayor's speech seemed endless. 
Each paragraph was translated first into 
Japanese, then into English, and finally 
into Russian. Later, and after much al- 
cohol, each group was shepherded to the 
microphone to sing a song. Only one of 
the Italians spoke English. He told me 
that he was impressed by the new crop of 
young Chinese technicians now in train- 
ing at the refinery. “This place is still 
very backward, but in 15 or 20 years we 
may have to rethink our relationship to 
China. They could become a threat to 
us, like Japan,” he said. 

On the following morning, National 
Day itself, we were driven to a dry field 
across the road from the guest-house to 
see a People’s Liberation Army flying 
and parachuting exhibition. The field 
was ringed by several thousand local re- 
sidents, many carrying red banners. 

Only a few years ago most of the 
people in Daqing lived in houses made of 
mud and straw through winters in which 
temperatures reach as low as 35 °С. 
below zero. Recently there has been a 
belated attempt to improve living condi- 
tions. High-rise flats now line both sides 
of the main road that runs through Da- 
qing. There are trees, though none very 
big. But many of the mud houses still re- 
main. An incongruous new amusement 
park offers thrill rides, large-eared flying 
elephants, a merry-go-round and à 
monorail ride. 

Improvements notwithstanding, Da- 
qing is a desolate assignment for the 
foreigners from Milan, Osaka and even 
Sofia. It is a kind of exile for many of the 
Chinese engineers and technicians as 
well, urbanites educated in Shanghai or 
Peking. The nearest major city is Har- 
bin, more than three hours by train to 
the west. There is some intriguing Rus- 
sian architecture in Harbin, but little to 
do. The foreigners at Daqing rarely go 
there. 

After work the Japanese at Daging 
read magazines and watch video tapes of 
Japanese films. The Italians read and 
play table-tennis with the guest-house 
staff. I never saw the Bulgarians outside 
the dining hall. One night I stayed up 
late drinking with Japanese engineers I 
met at the reception. I asked them what 
living at Daqing year-round was like. A 
man who was scheduled to leave in two 
weeks sighed. “Тһеге is nothing here," 
he exclaimed forcefully, *Nothing!" 

— ROBERT DELFS 
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It is not especially surprising that in. the i 
development of economic relations with 
.| the capitalist world market, the leadership 
| of China should be discussing early Soviet. 
theories. and experience. According to 
your correspondent [REVIEW, Sept. 17], 


the world үрне order. Hu cde 
easily have used. Trotsky t to make 
of having toa 
1 as not Mao Zedong him elf 


+| General Secretary Hu Yaobang referred : о! 


to Lenin as having been in favour of inten- |. 


sive’ economic intercourse ^ with the 


capitalist world. Hu is quite justified in | i 


| doing so. In fact, in the early period of the | 
| | Bolshevik revolution. two schools’ of 
hought confronted each other on this | 


estion — the "integrationists, " who 


| were in favour of close ties with capitalist. | 


countries, and the "isolationists," who pre- 


:Ë ferred a more restrained attitude towards 
|| the world economy. 


However, Hu's reference to Trotsky as 
a purist towards contact with the world 
capitalist system needs qualification. In 
the debate in the Soviet Union, which 
lasted for over 10 years, Trotsky main- 


tained both positions at different times. In 
and a majority of | 


the early. 1920s, Leni 
the leadership supported integrationism 
and concessions to Western capitalism — 
going as far as to claim a certain economic 


compatibility between the Soviet Union | 


and the capitalist West. Trotsky, how- 
ever, opposed this tendency on ideologi- 
cal grounds and showed a preference for а 
policy of mobilising internal labour; 
But in the post-Lenin period, when the 
party opted for the course of “socialism in 
one country,” it seems that Trotsky be- 
came an ardent supporter of integration- 
ism. He attacked Stalin's isolationism, de- 
nying that the Bolshevik party had ever 
considered the possibility of, the Soviet 
| Union becoming a self-sufficient country. 
Repeating the argument of the former in- 
tegrationists which he had-originally op- 
posed, he insisted: 


become subject to the laws governing. the 


world market." After the 14th party con- | 
-gress Trotsky stated the following opinion . 
from being. that d "t 


which. ~ is far 
isolationism: “It would be incorrect . 


think that the path of economic indépn- | 


dence on.a high industrial level leads to 
the political economy of a state-economic 


*We have [now] 
economically entered the system of the | 
“world division of labour and have thereby 
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unit which is closed-in upon itself. On the | | 


contrary, it is only possible to equal and | 


шира! the world economy by usi 


quotations can: be: found 


o be more of an n adherent i 


tor. ho arri d when the deni 
di mantled. 2 


| played in achieving commendable trad 
h New Zealand, but at the sa 
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e a and Eon systems i in the country 
iot work to his complete satisfaction. 
His attempt to recount his experience with 
imour simply accentuates his impati-: 
ence with, and contempt for, Philippine 


-| governmental machinery. .His letter re- 
flects the usual patronising Western at- 


tude towards developing countries. 
is any consolation to him, and in 
ess to the Philippines, it must be 


pointed out that the situation he encoun- 


tered is not unique to that country. The 
slow and at times bewildering wheels of- 


| justice turn in-the same way throughout 


the world. Even in the model superpower, 


| the United States, it took a whole year to ` 


bring before the court the person whe shot 
no less than their president, a presidential 


| aide and a policeman. To many pec 


Americans and “furriners” alike, th 


i go 
. delay was difficult to understand. The. 


eventual acquittal of the gunma waseven. 
more curious, but that 
Honolulü 


which was ac Чар f 


: |i Kai Research's inter: 
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The carved 


image of the national 


No. 47 


hero 


Suhbaatar rides high over Suhbaatar Square in 


e the fact that the world knows so little 


Mongolia's capital, Ulan Bator. And Mongolia, 
despit 


about it, is riding high too. Mongolia correspon- 
dent Alan Sanders, normally forced like other 
Mongolists to study the country from abroad, 
made a rare trip to Mongolia this year. He re- 
ports on the benefits — and drawbacks — of 
massive Sovietisation, on the reform of Mon- 


golia’s academ 


of sciences, and on its bur- 


eoning agricultural and industrial develop- 
ment. He also found that despite Soviet influence, Mongolia's culture 


and religion still survive (pages 


38-44). Meanwhile, New Zealand 


journalist Naylor Hillary gives a tourist's-eye view of the country in 


Letter from Ulan Bator (page 98). 


Pages 8-9 

With the death of Leonid 

Brezhnev, Asia's eyes are on his 

successor, Yuri Andropov. And 

it seems he intends to follow the 
th to Sino-Soviet detente. 


10 
President Ronald Reagan seeks 
to use the issue of men missing in 
action to boost ties with Vietnam 
— and to win the veterans’ vote. 


Page 11 

The cost of Vietnam’s occupation 
of Cambodia may not be as high 
as has been thought. 


Page 14 

Singapore’s ruling People’s Ac- 
tion Party declares itself not so 
much a party, more a national 
movement. 
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Page 21 

As sports fans 
flock to New Delhi 
for the Asian 
Games, India tries 
to avoid a damag- 
ing confrontation 
with its Sikh 
minority. 


24 
The explusion of an American 
journalist points to increasing 
ressure on the foreign press in 
uth Korea. 


Pages 58-60 

A private army causes problems 
for a Malaysian-Philippine planta- 
tion joint venture in the southern 
Philippines, and in Kuala Lumpur 
the Malaysian partner refuses to 
discuss the project. 


Enter the future, with a 
deafening roar 
Leap-frogging to the top 


Business Affairs 


Companies: Guthrie and the 
Philippine angels 
Nothing to say in Malaysia 
Policies: For better or worse 
in India 
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Aviation: Going with Boeing in China — 
Trade: Tokyo no give, Washington 
no take 


Page 63 
British policy on assistance takes 
a beating, with accusations of ties 
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between trade and aid being too | 


strong. 


Page 73 
The World Bank points out faults © 


in Indonesia’s economic policies 


but stands by its lending commit- — 


ments. 


Pages 74-76 


Taiwan's farming sector is in 
sharp decline, with most workers 
being only part-timers, but farm- 
ing expertise has been among 
Taiwan's most successful ex- 
ports. 


Page 78 


China places a jumbo-sized order - 


for new airliners with Boeing. 


Pa 
to reach accord on trade à 


there is talk of protectionist | 
in the US. 


Page 89 


ge 80 To 
Tokyo and Washington again fail | 


A Hongkong firm suspends trad- | 


ing in its shares when its finance- 
company subsidiary collapses. 


Page 91 
Rescuing a troubled Hongkong 


property group will nat clear the 
air by itself, 


: Dollar's discredit in 


Hongkong. st D 
Electronics: Software for hardcore —— 90 
Investment: Carrian's private parts — 91 
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ibinet, headed by Ershad 
so likely to exter 


entral Kabul was hit by four 
bomb blasts on 

ber 13, according to 
tern diplomatic sources, 
considered them. signifi- 
because . they. werê 

St. coordinated. attacks 
urred in the affluent 


ial quarter of the capi- 


5 aled off the 


| run-up to 


ons High Commissioner 


on, with the Wi ned 


уѕіа and Indonesia 


for a total of | o a 
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— TED MORELLO 


accedi toa Lebanese 


request for up to 2,000 South 


Korean troops as part of an in- 


“ternational peacekeeping force 
an. Lebanon. Other countries 


which have been asked to con- 
tribute contingents include Bri- 
tain, the Netherlands, Sweden 
and Belgium. 

The subject ^is being 
negotiated with Washington, 
which took the. initiative in 
suggesting Seoul's participa- 
tion. South Korea is weighing 
how. other nations will react, 


but. by agreeing to the pro- 
posal, it would hope to en- 


hance its presence in the Mid- 
dle East where it has a consi- 


derable economic stake in the | 


form of construction projects 


ү and oil imports. 


—SHIM JAE HOON 


Nakasone leads in the 
LDP primary 
п the basis of less-than-pre- 
se opinion polls, Yasuhiro 


akasone appears to have a 


lead in the November 23 pri- 
mary. election for Japan’s Lib- 
ral Democratic. Party (LDP) 


vember that showed 50% 
ers supporting Nakasone 


as against 24. 3% for Toshio 
' Refugees (UNHCR), will | : 


lotted the biggest portion |. A 


e US$27 million donated 
he European Economic 


mmunity's agency for relief 


rk in five hard-core refugee 
lém areas. Another major 
on will benefit Southeast 
refugees, principally 


vecific amounts to. 


rate, projects wi 
the group. 


ag D 
riers; to support for a new 


minimum rate the. Japanese 
xim. Bank could offer under 
E 


round of trade-liberalisation | ! 9 
talks, and to the principle of 


non-discrimination in trade af- 
fairs — which places them in 
opposition to the European 
Economic Community. 

The meeting was largely de- 
voted to reaching a position on 
global trade matters that will 
be presented at the upcoming 
meeting of the General Agree- 
ment оп Tariffs and Trade. 

== PATRICK SMITH 


Га рано 


Burma. will shortly: receive 
from Japan a ¥33.35 billion 


-(US$135 million) project loan | 
"| and a ¥6.9 billion commodity 


loan. The project loan will be 


including modernisation .. of 


à | railways and the setting up of | 


The joint Japan-Soviet deve- 
lopment of oil and gas re- 
sources near Sakhalin in the 
Soviet Far East can now go 


ahead after the lifting of sanc- 
tions on United States technol- 


ogy for Soviet energy projects 
by the US Government.. Al- 


though certain aspects remain... 


to be negotiated with the US, 
Japanese Government, officials 
welcomed the change in policy. 
Japan and the Soviet Uni p. 


| used to finance seven projects, | 


an integrated liquefied petro- | lin 


leum plant. The commo- 
dity loan will be applied to pur- 
chases of machinery and spare 


parts for four projects of the chat 


‘State-owned Heavy In 


Corp: 


Indonesia japanese 
ر‎ pik раа 


Despite the call for cutbadksi in 


major projects e of е, 


position, In onesia "has signed. 
ion ith. | tended to the end of 1983. 


a US$1.0 


"their sharehol 


st 
cover 50 small holders together 
owning more than 25%. The 
May deadline has now beenex- . 


: The official target is to in- 
crease the number of small 
shareholders to 75 together 
owning no less than 40% by 
1984 and to 100 with 5096 by 
1986. Owing to a long-depre- ` 


| ssed stockmarket, failure to 


сот ly . with 


the require- 





Several banks in Hongkong cut off 
credit lines to some deposit-taking 
companies (DTCs) following the 
collapse of Dollar Credit (page 89). 
At least six are involved so far. The 
move threatened to set in train a 
series of failures of DTCs not owned 
by banks. The drastic decision seems 
to have been taken on the 
assumption that the banks could 
back up each other in the current 
crisis, but not support the whole 
DTC sector as well. 


GUNNING FOR GULABZOI 

The rift between the Parcham (Flag) 
and the Khalq (Masses) factions o 
the ruling People's Democratic 
Party in Kabul is deepening, with an 
attempt by the politburo to oust - 
Interior Minister Sayed Mohammad 
Gulabzoi, ostensibly leader of the 
majority, but out-of-favour, 
Khalqis. He was offered an 
ambassador's post, according to 
diplomatic sources, but refused. As 
Gulabzoi has 30,000 police under his 
control, the sources said, there was 


BANGLADESH 

Former telecommunications minister and 
newspaper owner A. K. M. Moyeedul Islam 
was arrested on corruption charges, the gov- 
ernment said (Nov. 11). 


BURMA 
Malaysian Deputy Prime Minister Datuk 
Musa Hitam started an official visit (Nov. 14). 


CAMBODIA 

Nineteen Cambodian guerillas were in- 
jured by yellow toxic smoke in a battle with 
Vietnamese troops in western Cambodia, the 
Khmer People's National Liberation Front 
said (Nov. 14). 


CHINA 

A British consortium led by Vosper Thor- 
neycroft and British Aerospace won a con- 
tract worth more than US$169 million to refit 
destroyers of the Chinese navy with Sea Dart 
missiles and advanced electronics, diplomatic 
sources in Peking said (Nov. 11). Foreign 
Minister Huang Hua arrived in Moscow to at- 
tend the funeral of Soviet leader Leonid 
Brezhnev (Nov. 14). Four followers of the 
Gang of Four were jailed for trying to seize 
power in Hunan during the Cultural Revolu- 
tion, Hunan radio reported (Nov. 16). 


INDIA 

More than 400 people died in a cyclone 
which hit Gujarat, the Press Trust of India 
said (Nov. 13). About 300 Nigerian students 
were arrested after demonstrating in New 
Delhi in protest at their government's deci- 
sion to invalidate most Indian university de- 
_grees (Nov. 14). H а! 


little President 
Babrak Karmal 
could do. Karmal 
is believed to be 
trying to 
purge extremist 
members of both 
factions to try to 
unify the party, 
but the sources 
said that an 
increase in 
violence and 
instances of disagreement over 
policy are clearly evident. 


SURPRISE, SURPRISE 


Members of a British parliamentary 
select committee on industry and 
trade were surprised to discover, on 
a recent discreet visit to Hongkong, 
that Britain's stand on the territory's 
textile exports to Western Europe 
was, as they said, in conflict wit 
what they had been led to believe by 
official replies in parliament. These 
replies had indicated that the stand 
was to safeguard Hongkong 
interests, but the MPs discovered in 


INDONESIA 

Australia overrode the opposition of Por- 
tuguese-speaking countries and reaffirmed its 
acceptance of Jakarta's rule over East Timor 
at the United Nations decolonisation commit- 
tee (Nov. 10). 


JAPAN 

The Soviet Union told Tokyo that it will 
take measures to counter plans to base United 
States fighter-bombers in Japan, the official 
Soviet newsagency Tass said (Nov. 10). 


MALAYSIA 

Four communist guerillas have been killed 
in Pahang so far this year, the chief of defence 
forces, Gen. Tan Sri Mohamad Ghazali Seth, 
said (Nov. 12). 


PAKISTAN 

Former prime minister Zulfikar Ali 
Bhutto's widow Nusrat was admitted to hos- 
pital in a serious condition (Nov. 10). The 
State Medical Board recommended that Mrs 
Bhutto be allowed to go abroad for treatment 
of suspected lung cancer, her doctor said 
(Noy. 11). The government agreed to allow 
Mrs Bhutto to go abroad (Nov. 12). President 
Zia-ul Haq attended Leonid Brezhnev's 
funeral in Moscow (Nov. 15). 


PHILIPPINES 

An opposition leader, Ernesto Rondon, 
under house arrest while on tial for rebellion, 
fled to the United States, opposition sources 
said (Nov. 10). Three people were killed and 
27 were wounded when a home-made bomb 
exploded during a fiesta in Kabacan, southern 
Philippines, government reports said (Nov. 


Hongkong that London was leading 
the drive for more restrictions. The 
delegation was not available for _ 
questioning by local media because 
of the visit’s sensitive ЧИШ. Not 
only are talks on a new Multi-Fibre 
Arrangement now under way in 
Brussels, but discussions on 
Hongkong's future have already 
begun in Peking. Hongkong's 
existing difficulties with 
protectionism are likely to reduce 
its usefulness to China if 
protectionist policies severely 
wcaken the territory's 
manufacturing industries. 


CITIBANK ON LINE 


Citibank, the largest foreign bank 
in Japan, recently acquired about 
2% of Sord Computer Systems Inc., | 
one of Japan’s most aggressive — |. 
companies in the small and business _ 
computer market. Citibank plans to 
install Sord products in its Japan 
branches, to help its nationwide 
automation effort, which is likely to 
rompt major Japanese banks to 
ollow. 


14). About 50 Roman Catholic and Protes- 
tant clergymen picketed a military camp in 
Quezon City to demand the release of jailed 
priests and an end to the alleged persecution 
of Philippine churches (Nov. 15). 


SINGAPORE 
Singapore was designated a cholera-in- 
fected area after 21 foreign construction 
workers were infected, a Health Ministry | 
spokesman said (Nov. 10). The Health Minis- 
try said the cholera outbreak had been 


brought under control (Nov. 11). The ruling | 


People's Action Party announced a major | 


shake-up of the central executive committee, | 


with younger men replacing four members 
(Nov. 15). 


SOUTH KOREA 

American freelance journalist Nancy 
Langston was ordered to leave the country 
and Associated Press bureau chief Edwin 
White was told that he had violated national 
security, the journalists said (Nov. 10). Four 
people were arrested on charges of spying for 
North Korea, the National Security Planning 
Agency announced (Nov. 12). Lee Kyu 
Kwang, who is a relative of President Chun 
Doo Hwan's wife and who was involved in the 
kerb-market scandal, had his four-year prison 
sentence reduced to 18 months. A United 
States Air Force pilot on a training mission in 
a F16 fighter, was declared missing near 
Taejon, a US spokesman said (Nov. 15. 


SRI LANKA 

A supporter of President Junius Jayewar- 
dene was shot dead by Tamil separatists near — 
Jaffna, police said (Nov. 15). 








The Brezhnev legacy 
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Andropov follows the line — hard on Afghanistan, soft on China 


By Mary Wisniewski 

Moscow: The funeral dirges for Soviet 
leader Leonid Brezhnev had hardly ended 
before his successor Yuri Andropov had 
flung the doors of the Kremlin open wide. 
But how far the winds of change will be al- 
lowed to penetrate remains to be seen. 
Andropov, named general secretary of 
the Soviet Communist Party. soon after 
Brezhnev's death, met visiting foreign dig- 
nitaries at a reception following Brezh- 
nevs Red Square burial ceremonies on 
November 15. 

The receiving line filed past quickly — 
until Chinese Foreign Minister Huang 
Hua brought it to a halt with about three 
minutes of conversation with the new 


. Soviet party leader. Experienced Kremlin 


watchers noted Huang's position in the 
line-up of dignitaries waiting to shake 


‘hands with Brezhnev's successor. He fol- 


lowed the East European allies, but pre- 
ceded the Yugoslav delegation. The posi- 
tion and the lengthy remarks — compared 
with the 30 seconds or so the other visitors 
were accorded — were significant. The 
Andropov-Huang meeting was later 
shown on Soviet TV. 

Huang remained in Moscow after the 

funeral and met his Soviet counterpart, 
Foreign Minister Andrei Gromyko, pri- 
vately. The official Tass newsagency re- 
ported that Gromyko told Huang that the 
Soviet Union "attaches much significance 
to normalisation of relations and will con- 
tinue striving for these relations to be 
switched to the lines of good neighbourli- 
ness." 
Tass also noted that both sides express- 
ed “mutual consent that a political 
dialogue . . . be continued." Sino-Soviet 
talks are due to resume in Moscow soon, 
and the Tass report can be seen as the first 
Soviet confirmation of their resumption, 
though it does not specify time or place. 

After the funeral, the communist party 
daily Pravda published a Tass report from 
Peking that quoted an interview the 
Chinese foreign minister had given to 
China's official Xinhua newsagency be- 
fore he departed for Moscow. The Tass 
story was also read on the main Soviet 
evening TV news programme. Huang's 
remarks, primarily a statement of condo- 
lence, also chronicled Sino-Soviet rela- 
tions from the early 1950s until Brezhnev's 
death. 

He went on to laud the late president's 
two speeches (in Tashkent in March and 
Baku in September) that contained over- 
tures to China. *We wish with all our souls 
that General Secretary Yuri Andropov, 
the party and government of the Soviet 
Union make new efforts to improve 


Chinese-Soviet relations," Tass quoted 
Huang as saying. Huang's warm reception 
in Moscow and the wide coverage his visit 
was accorded in the official media later, 
constitute a clear signal that the new An- 
dropov regime places a high priority on 
bettering Sino-Soviet relations. 

Since the Sino-Soviet talks in Peking 
last month, the Soviet press has been pub- 
lishing non-critical stories from China 
dealing with art, architecture and domes- 
tic affairs — the first time in decades that 
China has been mentioned in print in a 
positive light. Also, the Chinese ambas- 
sador to Moscow attended the November 
7 Revolution Day celebrations in Red 
Square for the first time in recent mem- 
ory. These preliminary steps began under 
Brezhnev, but so far the signs indicate that 
Andropov plans to continue along the 
same road, perhaps at an even brisker 
pace. 


he funeral ceremonies also provided 

another hint that North Korea was 
drifting away from the Soviet Union and 
tilting towards China. Pyongyang decided 
to send Vice-President Pak Song Chol, 
ranked fourth or fifth in the Korean 
Workers Party hierarchy, to the funeral. 
It was noted that when Josip Broz Tito 
died in early 1980, President Kim 11 Sung 
himself attended the Yugoslav leader's 
funeral. 

However, South Korea hopes to con- 
tinue its detehte policy with the new 
Soviet leadership in the wake of 
Brezhnev's death. Years of exploratory 
contacts with Moscow produced a drama- 
tic result last month when three Tass 
newsagency representatives and a ranking 








Soviet Ministry of Culture official at- 
tended two international conferences in 
Seoul. When the news of Brezhnev's 
death broke, a senior South Korean 
Foreign Ministry official told reporters 
that Seoul hoped the new Moscow leader- 
ship will make a “positive contribution to- 
ward world peace." Later, a South Ko- 
rean cabinet member told the REVIEW: 
"We should have gone further [than just 
expressing hope for peace] and conveyed 
our condolences to the Soviet people." 

Andropov, with his post-funeral meet- 
ings, showed he was eager to move for- 
ward quickly in foreign affairs. However, 
in certain problem areas, such as Af- 
ghanistan and Vietnam, diplomats who 
closely follow the issues concerned ex- 
pect changes of nuance rather than of 
policy. 

In the hours after the funeral, An- 
dropov met Afghan President Babrak 
Karmal, Indian Prime Minister Indira 
Gandhi and Pakistani President Zia-ul 
Haq. The fact that he scheduled meetings 
with these three in those first busy hours is 
an indication of the Soviet Union's sen- 
sitivity about Afghanistan, invaded by 
Soviet forces in late 1979. 

There are signals in the Soviet press, 
however, indicating that less change, 
rather than more, can be expected. The 
official report on the Zia-Andropov talks 
was curt. “Questions concerning the situa- 


tion around Afghanistan were touched 


upon on a principled plane in a short con- 
versation,” Tass reported. Knowledge- 
able observers interpret the official jargon 
to mean the two sides disagreed. 

But Soviet TV did show Zia — who has 
been criticised often in the past in the 
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Soviet media — shaking hands cordially 
with Andropov. 

A Tass report from Kabul, released the 
day after the Karmal and Zia meetings, af- 
firmed Soviet support for Karmal's pro- 
posals for a settlement in Afghanistan. 
Were any changes in the Soviet line in the 
offing, Tass would not have emphasised 
— in a story that otherwise dealt with an 
international conference convened by the 
World Peace Council — the peace propo- 
sals made during the Brezhnev era. 

Vietnamese party chief Le Duan sent a 
message to Andropov, congratulating him 
and expressing confidence that the Soviets 
would continue as the *mainstay and reli- 
able supporter of all forces of revolution." 
But Le Duan himself did not attend the 
funeral — instead he sent the country's 
second-ranked party official, Truong 
Chinh. Knowledgeable observers inter- 
pret Vietnam’s behaviour to mean that 
Hanoi, while appealing for Moscow's con- 
tinued support, is unhappy with the So- 
viets' increasing warmth towards China. 

The Soviets have stated officially that 
improved relations with China would not 
be undertaken at the expense of other 
ties dos But while declaring that it will 
not abandon Hanoi, the Kremlin has not 
firmly refuted — as far as the Vietnamese 
are concerned — {ће Chinese demand that 
Moscow withdraw its support of the Viet- 
namese occupation of Cambodia. 

Although the new Soviet party chief 
showed himself surprisingly open to meet- 
ing foreign dignitaries, and not only those 
with friendly political views, any signifi- 
cant policy changes are expected to come 
slowly. The Soviet Union has a collective 
leadership, and a change in the man at the 
helm does not necessarily mean a change 
in course. 


Huang and Gromyko: increasing warmth, _ 
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Huangs swan-song 


The Chinese foreign minister's praising of the Soviet Union 
and Brezhnev sets the stage for better relations 


By David Bonavia 

Peking: Diplomats' and China-watchers 
were taken aback when China's Foreign 
Minister Huang Hua praised the Soviet 
Union as if he had not spent the better 
part of the past decade denouncing it 
with furious invective. In an interview 
with the official Xinhua newsagency just 
before he left for Moscow to attend the 
late president Leonid Brezhnev's funeral, 
Huang said: “President Brezhnev was an 
outstanding statesman of the Soviet 
Union." Although the 13-year-old Sino- 
Soviet border talks still seem locked in ir- 
reconcilable positions, the sudden thaw in 
overall political relations seems capable of 
moving even that logjam. 

As analysts examined the implications 
of Huang's honeyed words to the Soviets, 
speculation that the Chinese had merely 
waited until Brezhnev died in order to 
launch a peace offensive seemed inconsis- 
tent with Huang's remark that Brezhnev's 
death was *a great loss to his country and 
people." A few years ago the Chinese 
would have metaphorically danced on the 
Soviet leader's grave. 

It could also be that the Chinese want 
the next round of the stalled border talks, 
to be held in due course in Moscow, to get 
off to a good start and in a friendly atmo- 
sphere. *China and the Soviet Union are 
two great countries sharing a long bound- 
ary," the foreign mínister pointed out — 
as if anyone had forgotten that fact. 





Huang went on: “Реасе and friendship be- 
tween the two countries completely con- 
form to the interests not only of the two 
countries and the two peoples, but also of 
peace in Asia and the world as a whole." 

Far and away China's most experienced 
diplomat, Huang was formerly ambas- 
sador to Egypt, Canada, and then to the 
United Nations. Fluent in English, the 69- 
year-old Huang is an authority on Ameri- 
can affairs and has travelled extensively in 
Europe, the United States and the Third 
World. Known to be in poor health with а 
bladder complaint, he is expected to stand 
down in favour of Wu Xueqian at the ses- 
sion of the National People's Congress 
opening on November 26. 


H uang's health problems make it all the 
more striking that he should make a 
visit to Moscow his diplomatic swan-song. 
It is the highest-level visit to Moscow by 
any Chinese leader since the late premier 
Zhou Enlai stopped over in November 
1964. Huang noted that in the early 1950s 
China's relations with the Soviet Union 
had been good. "They began deteriorat- 
ing in the late 1950s and by the late 1960s 
this deterioration reached а serious 
stage." 

The foreign minister did not mention 
the fighting at various parts of the 4,000- 
mile border in 1969. Instead he said: “Мо! 
long before his death president Brezhnev 
in several speeches expressed the wish to 
work for improvements in'Sino-Soviet re- 
lations.” Huang expressed the hope that 
under General Secretary Yuri Andropov, 
the Soviet Communist Party and the gov- 
ernment would *make new efforts" to im- 
prove relations with China. 

He also hoped that the Soviet Union 
would continue to make progress in im- 
proving its domestic situation “апа the 
unity of the multinational Soviet state will 
be more consolidated." This was the nic- 
est thing any Chinese leader had said 
about the Soviet Union since before the 
Cultural Revolution. 

The approach must certainly be the pro- 
duct of intense debate in the Chinese 
leadership and may be related to a fac- 
tional power-struggle, with many: army 
leaders favouring better relations with the 
Soviets, against whom the armed forces’ 
obsolete equipment would be of little 
value. If the Sino-Soviet thaw continues at 
this pace, the US and other Western coun- 
tries may think again about the wisdom of 
selling arms to China. This would reverse 
the past decade’s trend in global strategy, 
which has been dominated by the US- 
Chinese entente. 
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. By Richard Nations 


Washington: The White House is signal- 
ling Hanoi that there is a real opportunity 


_ to improve the atmosphere of United 


\ 


‘ 


i- p on the MIA question is necessary 


. States-Vietnamese relations by being 


forthcoming in accounting for American 
servicemen missing in action (MIA), an 


_ issue which President Ronald Reagan has 


personally elevated to the highest national 
priority. The signals are flashing at a time 
when Vietnam is judged here to be open 
to fresh overtures as the death of Soviet 
Б president Leonid Brezhnev and the talks 


- on normalisation between Moscow and 


Peking, may have caused a few shivers of 
insecurity in Hanoi. 

Reagan, a conservative, counts Viet- 
nam veterans foremost among his natural 
constituency. But it is only in recent 
months that the White House has moved 
actively to tackle the one issue lingering 

- from the Vietnam war, a full accounting 
for the 2,494 MIAs, some of whom are 
thought perhaps to be alive and still held 
in Vietnam. 

Through gestures and indirect diploma- 

_ tic channels, the White House is telling 

. Hanoi that it views the MIA-PoW issue as 

- humanitarian, and detached from the 

_ larger and far more complicated questions 


. of the Vietnamese occupation of Cam- 
. bodia and Soviet influence in Indochina, 


` the two main obstacles to full normalisa- 


. tion of relations. 


Although sources emphasise that pro- 


t not sufficient — to open the way to full 


. normalisation, “it can only have a positive 
. effect on the atmospherics” of relations, 
. an authoritative source told the REVIEW. 
_ "MIAs can be the wedge which gets the 
. dialogue going" between the two former 
enemies whose relations have been long 


steeped in mistrust and bitterness. 

This approach has a dual significance 
for Hanoi. First, the Reagan administra- 
tion is in effect putting another issue on 


» the table equivalent to a precondition for 


normalisation talks. Although former pre- 
-sident Jimmy Carter formally acknow- 
_ ledged the MIA issue, it was conceived of 
"as something to be resolved after diploma- 
tic relations were established. The suc- 
- ceeding administration, however, “cannot 
conceive of progress on any other ques- 
_ tion if Hanoi does not cooperate on this 
single most contentious bilateral issue," 
the sources said. 
But, by assigning the MIA issue the 
highest national priority, Reagan is also in 
effect offering Vietnam an opportunity to 
engage in a significant diplomatic dialogue 
with Washington without undermining 
either its vital interests in Cambodia or its 
relations with the Soviet Union. The 
White House is fully aware of this implica- 
tion, but policymakers here consider that 
the time may soon come when Hanoi will 
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reat importa nce to the MIA issue, Reagan may 
R Hanoi — and the veterans’ vote __ 


welcome the chance to open talks with the 
US without having to address fundamen- 
tals. 

Analysts here hold that since Brezh- 
nev's Tashkent overtures to Peking in 
March (REVIEW, Apr. 2), Vietnam has 
been anxious that the process of Sino- 
Soviet rapprochement may advance only 
at the expense of its own strategic in- 
terests. There are clear signs that 
Brezhnev's death may accelerate that pro- 
cess, with Peking engaging in major fun- 
eral diplomacy. Both the death of Joseph 
Stalin in 1953 and the toppling of Nikita 
Kruschev in 1964 opened the way for 
major changes in Soviet foreign policy, 
particularly in respect to China. 

It is held here that an improvement in 
relations between Moscow and Peking 
could possibly have a profound impact on 


Weinberger with 

the diplomatic stalemate prevailing over 
Cambodia. *Hanoi may well welcome the 
opportunity to talk with Washington in 
order to open a little diplomatic space to 
its west and offset any adverse shift in rela- 
tions to the north," an administration offi- 
cial commented. 


ashington is sensitive to Asean's con- 

cern that any talks with Hanoi should 
not undermine the Five's strategy of push- 
ing Hanoi towards negotiations over Cam- 
bodia. The Reagan administration, how- 
ever, is confident that its own hard-line 
policy of reinforcing Hanoi's isolation has 
won it enough credibility to pursue the 
MIA issue along a separate track without 
provoking fears of it betraying Asean's in- 
terests. 

Moreover, there is the thought that 
talks between Washington and Hanoi may 
well serve Asean's interest by introducing 
flexibility into Washington's posture 
which some Asean leaders — such as In- 


' donesian President Suharto, who recently 









e 
Reagan administration has explained the 
importance it attaches to the MIA issue to 
each of the Asean capitals and gained 
their understanding. " 

Hanoi, however, shows no interest in 
Washington's new offer. Like the US, the 
Vietnamese declare the MIA issue to be 
purely humanitarian, unconnected with 
normalisation. But Hanoi maintains that 
the onus is on the US to create an atmos- 
phere conducive to mobilising Vietnam- 
ese in remote areas to comb the coun- 
tryside where the remains of US pilots, 
shot down in the conflict, are scattered. 

This in turn would require Washington 
"to end its policy of hostility towards Viet- 
nam, cease colluding with China and drop 
its support for [former Khmer Rouge 
leader] Pol Pot" in Cambodia, Nguyen 
Can, the counsellor at Vietnam's mission 
at the United Nations told the REVIEW. 
Hanoi thus links the MIAs to the broader 
political questions of Indochina. 
Washington firmly rejects this argument 
on the grounds of its own intelligence re- 
ports that Hanoi has the catalogued re- 





mains of more than 400 MIAs ready to be 
handed over when the time is right. 
There are signs, however, of a new 
sensitivity on Washington's part towards 
Vietnam. During his recent visit to South- 
east Asia, Secretary of Defence Caspar 
Weinberger emphasised the growing 
Soviet threat in the Pacific while reassur- 
ing friends of Washington's commitment 
to the region's security. But, in Bangkok, 
it was agreed with the Thai supreme com- 
mand not to play up the Vietnamese 
threat against Thailand. In a statement is- 
sued following his talks with Weinberger, 
Thai Supreme Commander Saiyud 
Kerdphol said: "It was agreed that the 
level of threat during the upcoming dry 
season will likely t to merely occa- 
sional indeliberate hot pursuits into Thai 
territory by the opposition [Vietnam] in its 
suppression of the resistance forces." 
This approach casts the Vietnamese 
threat as something Thailand can handle 
without calling оп the US. “We didn't 
want to do anything to polarise the situa- 
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ment when it may want to peek out," an 
administration source commented. 

"Hanoi appears to have responded in a 
similar spirit. While a Hanoi Radio com- 
mentary attacked Weinberger for “mak- 
ing up stories” about the Soviet and Viet- 
namese threats to the region, it refrained 
from attacking the Asean countries them- 
selves, including Thailand. “Many Asean 
leaders now see clearly that their countries 
and the Indochinese countries have com- 
‘mon interests, namely peace and stability 
in the region . .. so Washington's made-up 
beš about [the] Soviet and Vietnamese 
threat to seek a pretext for increasing 
[their] military presence in the region can 
be anything but convincing.” 


А: least during Weinberger’s recent 
Southeast Asian tour, Washington and 
Hanoi appear to have achieved a tacit ac- 
cord to draw a distinction between global 
superpower issues vital to Washington 
and the regional conflict over Cambodia 
where Vietnam's interests are directly at 
stake. 

The new status of the MIA issue reflects 
the domestic political imperatives of the 
Reagan White House. Seven years after 
the fall of Saigon (now Ho Chi Minh City) 
the Vietnam veterans are finally achieving 
national recognition and prestige, sym- 
bolised in the November 13 memorial day 
ceremony to inaugurate a new Vietnam 
war memorial at Arlington Cemetery in 
Washington. The veterans themselves 
could become a distinct political force 
which Reagan would like to attach firmly 
to his conservative coalition. 

To prevent Hanoi from using the MIA 
issue as a wedge between the administra- 
tion and congress, the White House is lob- 
bying for broad bipartisan backing in both 
houses for resolutions expressing support 
for administration policy on bringing 
about a full accounting of the MIAs. Vete- 


rans’ organisations such as the National . 


League of Families (NLF) are also work- 
ing closely with the White House. Re- 
cently a nationally televised programme 
Real People, dedicated to Viet- 
nam veterans, called upon its viewers 
to write letters to the Vietnamese mission 
at the UN. The flood of mail deflected 
from the White House to the mission has 
been read here as a sign of the swing in 
public opinion on this highly emotive 
issue. 

Administration sources insist that they 
will adopt a new positive attitude towards 
any gestures which Hanoi makes in con- 
nection with the MIAs. The recent recep- 
tions given to both the NLF delegation and 
visiting State Department official Daniel 
O'Donohue in Vientiane (REVIEW, Nov. 
12) have been read here as very hopeful 
signs. There is the possibility that Laos is 
responding to Washington's overtures to 
create some diplomatic space in its rela- 
tions with Hanoi: It may, however, be that 
the Lao response reflects Hanoi's own in- 
terest in probing Washington's initiatives. 
"Either way it is positive," a source com- 
mented. jorge : [г] 
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A cultivated-earth 


rtly off the land and much help from 
Moscow, Vietnam is finding it can afford to fight in Cambodia 


With its troops living 


By Paul Quinn-Judge 

Bangkok: Many critics frequently claim 
that Hanoi's Cambodian exercise is cost- 
ing it dear, but an examination of some of 
these costs suggests that the price is less 
than most observers believe and most ad- 
versaries hope. 

Hanoi's military expenses are relatively 
low, thanks partly to the nature of the 
Vietnamese army and partly to Soviet 
largesse. The economic costs are higher 
and, for the first two years after the Cam- 
bodian invasion, Vietnam was probably in 
more serious trouble than most outsiders 
realised at the time — but these costs are 
diminishing. 

The loss of foreign credit has been signi- 





ficant but probably overestimated since 
the country's shaky infrastructure and 
sluggish economy have been unable to ab- 
sorb even the limited amounts it has re- 
ceived in the past. In many ways the major 
costs have probably been closer depen- 


dence on the Soviet Union — though this 
was accelerated rather than stimulated by 
the Cambodian invasion — and loss of 
prestige among Third World countries. 
Current Western estimates put the 
number of Vietnamese army personnel in 
Cambodia at 140-160,000. A Vietnamese 
private receives Dong 28 a month; a spe- 
cialist officer, such as a doctor, gets Dong 
190. Assuming that 10% of the army are 
Officers, this would suggest an annual 
payroll of about Dong 85 million. At offi- 
cial exchange rates this is the equivalent of 
US$9.3 million. At the black market ex- 
change rate, which may be a better indi- 
cator of the dong's buying power, the cost 


` would be one-tenth of that. 
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Maintenance costs for the army are | 
probably low. The Vietnamese army is 
still one of the most austere in the world, - 
and seems adept in housing its men in 
whatever shelter is available — rush huts, 
partly destroyed buildings, or under 
vas. No container housing or aircondit 
ers for them. The austerity extends 
most areas of the soldier's life. He re 
more rice a month than civilians, a 
kgs, but not very much else. The sok 
grow vegetables in plots around their _ 
camps, catch fish and raise chickens for _ 
extra meat. On operations they get can- 
ned meat or fish — about one tin a month, 
a group of soldiers told this corr 
dent. The cans were a gift from the 
socialist bloc, they said. e 

Uniforms are strictly utilitarian and - 
seem to be worn until they fall to pieces. _ 
Medicines are in short supply, especially 
the Western-produced Fancidar which — 
Vietnamese army doctors say they need to | 
treat falciparum malaria. Only the most 
seriously ill soldiers are taken out of 
their positions. And when a soldier's time 
is up he receives 90 kgs of rice and one set 
of civilian clothes in summer or two in _ 
winter. 

} 


T* two major expenses seem to be fuel — — 
and ammunition. The Vietnamese _ 
army probably uses less fuel in Cambodia — 
than most armies would under compar- — 
able circumstances. The core of the army — 
seems to be men rather than machines. 
Air support tends to be limited to E 
aircraft and the occasional helicopter, : 
cording to Western military sources. — 
The same sources say that the army uses 
little sophisticated weaponry and rarely — 
goes in for large-scale military operations - 
which would require extensive | 
mechanised support. Observers in < 
Bangkok say that the biggest combat unit — 
used last year was a reinforced regiment. _ 
Vietnamese troops themselves say they - 
usually fight in company-sized groups — _ 
100 men or less. Tactics used — ambush 
patrols, for example — and the rugged ter- 
rain further limit the use of mechanised — 
equipment. ; 
Supplies and troops seem to be moved 
by the cheapest possible methods —  - 
usually either road or river. The fact that 
10 kgs of the demobilised soldiers’ rice al- 
lowance is allocated for them to eat on the 
way home certainly suggests that they 
not fly there. 
Moreover it is far from certain that 1 
Vietnam is paying for the fuel used in | 
Cambodia. Petroleum imports — the bulk ~] 
of them from the Soviet Union— have re- — 
mained steady at a little more than 1.6 mil- 
liontons annually for the past seven years, — 
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Officers on parade; malaria victims in military hospital: wages are low and 


according to data from the International 
Monetary Fund (IMF). Imports even 
ا‎ ppca slightly in 1979 and 1980. (A 
decline Of 6% in the actual domestic avail- 
ability of fuel in 1980 might, however, 
indicate that some fuel had been diverted 
to Cambodia.) The steady figures would 
Suggest either that Vietnam is buying 
fuel secretly — or is getting it free from 
Moscow. 

The biggest remaining expense, am- 
munition, probably comes in the form of 
grant aid from the Soviet Union. Vietnam 
is not thought itself to have any domestic 
arms-production capability. One non- 
communist source estimates that Soviet 
military aid to Vietnam last year was 
about US$300 million — slightly down 
{тот 1980. 

There are, of course, political costs — 
which are the hardest to quantify. One 
academic visitor to the Mekong delta in 
1980 said many peasants complained that 
they had to give up 2 kgs of rice a month 
for Cambodia. The need to send yet 
another generation of young Vietnamese 
off to war is thought to have caused consi- 
derable unhappiness, particularly in the 
south, and soon after the overthrow of Pol 
Pot draft-dodging was a serious enough 
problem in Ho Chi Minh City to lead to of- 
ficial expressions of concern. A recent 
draft law which stipulates for the first time 
the length of military service as three years 
is said by Vietnamese officials to have al- 
leviated this problem somewhat. 

Whether or not this claim is correct, the 
number of Vietnamese deserters in Thai- 
land — approximately 700 over the past 
three years — would not suggest that the 
Vietnamese army in Cambodia is about to 
disintegrate. Western observers say that 
many more men desert, but choose to 
head back to Vietnam, 

Keeping a large army on a war footing 
also provides certain benefits. The Viet- 
namcese army as a whole has provided 60% 
of all new party members since 1975, but 
the army in Cambodia may well turn out 
to be the most important pool of new 
members and, more importantly, new 
southern members. Division XX, the unit 
which came out of Cambodia in July, is 
thought to have had about 6.500 men, 
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mostly from the Ho Chi Minh City area. 
Vietnamese press reports at the time said 
that more than 30% of the unit — or more 
than 2,000 men — had become party 
members. This exceeds the total number 
of new party members recruited in Ho Chi 
Minh City (population 3.5 million) over 
the whole of last year. One can well im- 
agine some party leaders arguing that the 
intervention in Cambodia had speeded 
up, not slowed down, the socialist con- 
struction of southern Vietnam. 

Cambodia has turned Vietnam, one of 
the world’s poorest countries, into an aid 
donor. Hanoi’s non-military aid to Cam- 
bodia amounted to US$56 million in 1979 
and US$62 million in 1980, according to 
official Cambodian figures. Since then the 
amounts have not been revealed, but are 
likely to be lower. The commitment, how- 
ever, remains. According to a senior offi- 
cial in Phnom Penh, the Vietnamese aid 
programme “fills in the gaps left by 
others” and as Soviet assistance seems to 
have dropped from US$95 million to 
US$65 million this year and aid from the 
United Nations is also decreasing, Hanoi 
will have plenty of gaps to fill. 


orcover, informed sources say the 

Vietnamese-Cambodia friendship 
trcaty signed in 1979 committed Vietnam 
to non-military aid of at least Dong 100 
million a year. Military aid has not been 
revealed, but Vietnamese officials have 
often expressed the hope that the Soviets 
would provide the Cambodians with hard- 
ware while they handled military and poli- 
tical training. One Western source esti- 
mates that the Soviets provided a modest 
US$21 million in military aid last year (the 
Cambodian army is said to number about 
25,000 men). If all went according to 
Hanoi's plan, Vietnamese assistance 
would have been much less. 

Although the aid burden remains high, 
Hanoi's leaders probably feel that the 
worst is over. If Vietnam could survive 
1979 and 1980 it could survive anything. 
When Vietnamese forces moved into 
Cambodia in late 1978, the Vietnamese 
economy was in desperate straits. The rice 
harvest had been disastrous for the second 
year running, due partly to massive ty- 


medicines are scarce. 
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phoon damage. The slowdown and then 
withdrawal of Chinese aid — due to total 
US$600 million in the period 1976-80 — 
dealt further blows. 

Yet early in 1979 Hanoi was forced to 
share with its new Cambodian allies pre- 
cisely the resources which were in shortest 
supply at home: food, specialists and 
infrastructure. According to official Cam- 
bodian figures, the Vietnamese provided 
140,000 tonnes of rice in 1979. Hanoisalso 
sent in road-repair crews, river ferries and 
several hundred trucks, all a heavy drain 
on Vietnam's seriously flawed transport 
system. Large numbers of badly needed 
cadres were diverted to work in Cam- 
bodia. Each ministry had an advisory 
team headed, according to the Vietnam- 
ese, by a vice-minister. Groups of Viet- 
namese agriculturists, health and educa- 
tion workers, security and military cadres 
worked in each Cambodian province. 

The haemorrhage of assistance was felt 
in a very clear way at home. Grain rations 
were down to 13 kgs by the end of 1979, 
roughly the same amount a Cambodian 
official was receiving in Phnom Penh. 
Household items were reportedly in short 
supply in Ho Chi Minh City, as was news- 
print for books and newspapers. The rice 
sent to Cambodia may explain the sudden 
jump in Vietnam's rice purchases overseas 
— from 35,000 tonnes in 1978 to 287,000 
tonnes in 1979. 

The situation was made even тоге pre- 
carious by the Chinese invasion of 1979. 
The destruction of Vietnam's apatite (cal- 
cium phosphate) mines, for example, 
halved the amount of fertiliser produced 
in 1980, according to the IMF; production 
had still not recovered by the end of last 
year. The break with China and the sub- 
sequent invasion of Cambodia exacer- 
bated existing economic problems — it did 
not create them. By the time the Vietnam- 
ese troops went into Cambodia, the party 
leadership had come close to abandoning 
the 1976-80 five-year plan. 

Modest improvements in the Vietnam- 
ese and Cambodian economies over the 
past few years have eased the pressure on 
Hanoi somewhat. New economic policies 
adopted by the sixth plenum of the Viet- 
namese Communist Party's central com- 
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World Bank and Asian Dey 
hk credits dried up.  ; 
On the other hand there a 


were showing no signs Of oving 
е economy, while the 1977 foreign-in- 
estment law had failed to generate much 


cign interest. As the economy declined - 
er so did Vietnam's ability to. absorb. 


t make use of credit. Hanoi has, for 


ple. been extremely slow in making: 
French credit lines offered. Reports. 
at the latest, signed late last year and 


Ffr 200 million (US$25.9 million), 
cely been used, dnd 

of credits does, howev 

peeded up the rate at which Viet- 

is being drawn into the socialist bloc. 

ugh trade with Moscow and its allies 

п to. grow after 1975, Hanoi clearly 

referred until the late 1970s to keep its 

onomic and political relations as diver- 


sequences. In June 1978 ` 
е Soviet-led economic gi 


a maligned 
ave clear attrac 


“the. party 


| puty prime ministers, Goh K 
.S. Rajaratnam, were among those who 


seem to | 
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power within the P. 


bers. PAP leaders also discarded several 
party aims left over from the colonial era 
and effectively replaced them. with sup- 
port for the party itself as the single ex- 
pression of national aspirations. А new 
central executive committee was also 
elected in which the party's old guard is 
now significantly outnumbered by the sec- 
ond generation. Both of Singapore's de- 


stepped down from tlie committee. Four 
1 


party, were d he government- 
supervised press earlier this month 
(REVIEW, Nov. 12). Since then the gov- 
ernment has permitted the republic's lead- 
ing English-language daily, The Straits 
Times, to suggest openly that the party's 
rank and file has been dropped as a politi- 
cal force and that the new constitution 


only 


s upper ranks and | 
reduce the. influence’ of ordinary mem- 


ag Swee and . 


mittee deems it necessary . . . and with 
h agenda as the central executive com- 
all determine." The new con- 


\Р in the late 19505. At = 
that time the most serious challenge facing 


Lee Kuan Yew and his party supporters 


was from the PAP's leftwing, which còn- 
trolled some three-quarters of the party's 
rank and file. In 1958 Lee introduced the 
cadre system and eliminated the PAD as a 


: mass organisation, Since then ‘cadres 
alone have elected the party leadership. . 
chos- ©. 


and: the 
en tlie cadres. 


¿leadership ^ has 


Te further consolidation of party pow- 
er among cadres — and more specifi- 


may be intended to prepare for the elimi- | ‹ 


ration of political opposition. The publi- 


cation of these articles prior to the party 


| convention has been interpreted in Singa- 
- | pore as being of considerable significance 
| hiefly as a test of public reaction. Of | 


e. three journalists responsible for the 

dre himself. 

It now appears that the possibility of a 
party state being established by th 


les. at least one is thought to be a PAP 


may have been raised publicly to | $ 


w party leaders explicitly to dismis 


at the cadres’ convention. “How can we | | 


istry Minister Tony Tan, wh 
assistant secretary-gener Г 
absurd," he added. None! S, 
rty appears tohave recogniseditasa 
-conclusion to draw from the 
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Your first time in Paris will be love at first sight. You can feel the romance 
in the air, and the charm that is unique to this beautiful European city. 
Philippine Airlines adds Paris to its European services twice a week. 
Another reason why Asia’s first airline still is. 
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is our multicur- 
ence, give us а 
е few banks can 


match. Our offices on every conti- 
nent, capable of instantaneous satel- 
lite communication, give us instant 
access to the world's financial 
markets, both public and private. 


Our investment banking 
specialists are highly qualified in 
devising and executing complex 
financings as well as financial 
consulting. They know the markets. 
They know the options. Their skill 
will help you make the most of 
every opportunity. Their creativity 
will help you make opportunities 
out of situations you might otherwise 
not have considered. And their 
connections can help turn those 





opportunities into achievements. 


Our approach to financial 
structuring recognizes the 
unique demands of every 
situation. 

Traditional financing tech- 
niques are often inadequate in to- 
day's business environment. That's 
why our financial experts design 
each funding package, whether it's 
for $1 million or $4 billion, to meet 
a client's specific requirements. 
We've syndicated loans of all types. 
We've structured, managed and 
distributed Eurobond and floating- 
rate note issues to meet our clients' 


special funding requirements. We 
have one of the largest experienced 
leasing operations in the world. 
And in 1981, we were the top com- 
mercial bank in private placements. 


What's more, we can tap the 
full resources of Bank of America to 
create unique funding packages that 
combine investment banking and 
commercial banking instruments. 


Our advisors can guide you 


skillfully through highly complex 


financial transactions. 

Acting in an advisory capacity, 
our investment banking specialists 
have lent their knowledge to a 





broad range of business enterprises, 


both domestic and international. 
We've advised corporations on 
merging, acquiring or divesting 
companies. And we've become a 
leader in project financing. 


Whether you need capital or 
just capital ideas, it pays to have the 
right connections. To find out how 
to make them, call your Bank of 


BANKOF AMERICA Bi 


Bank of America NT&SA 1982 


Bank of America NT&SA Member FDIC 


America Account Officer, or our 
investment banking specialists in 
Hong Kong, 5 - 2676666, or Tokyo, 
(81) (3) 214-6942. It's the first 
connection to your future 
connections, all over the world. 


Look to the Leader.” 








" TOYOTA r. МЕД СЕР ENGINEERING 
GETS OFF TO A GREAT START... 


AND A ONE-TWO FINISH! 








PAS 1 · ! Each year, there are only a handful of events that count 
toward both the prestigious World Championship of Rally Drivers 
and the Manufacturers' World Championship. This year's Motogard 
Rally in New Zealand was one. Thus it attracted and tested not only 
the world's best rally drivers and navigators, but also the best 
designs and engineering of the world's leading car makers. 

PF i * Toyota entered two new Celicas in the rugged 
“бийин Rally. After more than 2,220 km of fierce competition. 


| Through day and night. Over paved highways, gravel roads, and icy 


forest paths... Only 31 out of a starting field of 64 cars were still 


running at the finish. Toyota's two Celicas were first and second! 


mmm aa 
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* Not every entry in the Motogard stood a chance for 


i overall victory, but of those that did, virtually all were “works” 


prepared and entered like Toyota’s specially modified Celicas. But 
unlike any of the others, Toyota’s new Celicas were making their 


| official debut in World Championship Rally competition. 
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t E * You can experience advanced engineering and rugged 


" "| A 1 


| hes in every Toyota... including the Corolla. Economy and 


long lasting performance are why Corolla is the world’s best selling 
car. For winning performance you can count on, start by checking out 


| all the new Toyotas today. See for yourself how the facts come alive 
| when you drive Toyota. 
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snjab predominantiy Sith and Punjabe ot 
speaking. The two aree share а common hs 
capital, Chandigarh 

This still left. the Sikhs sharing power | ES 










with the Hindus in Punjab. Because the _ 
Akalis' religious militancy alienated bes 
Hindus and there was factionalism 

the Akalis, the Congress party has 

the state, except for a brief period 

tween 1977-80. Even when the Akalis _ 
were in power in the state they had to 


E 


with non-Sikh parties. This led to the revi- 1 A 


val in recent years of the movement for an _ 


autonomous state for the Sikhs based on js 


jon. 
Unlike many other minority communi- - 
ties in India, the 17.5 million Sikhs are a 
prosperous group. Punjab, where the - 
Sikhs comprise 52% of the population, is. 


the region with the highest per capita in- _ 


M -r 


come in the country. Blessed with fertile — 


soil and an extensive irrigation network, _ 


Punjab is the bread-basket of the nation _ 


and the Sikhs have been at the forefront of — 


India’s Green Revolution. The Sikhs аге — 
also prominent in the higher echelons of 


government, 


business and the armed . | 


forces — disproportionately so, maintain — 


INDIA the critics, given their 2.5% share of the 
кыруы country’s population. President Zail _ 
Singh is a Sikh. А 


Fighting for the faith 


Mrs Gandhi's handling of Sikh separatism may decide 
the future course of centre-state relations 


By Salamat Ali and Mohan Ram 
New Delhi: As the Asian Games go on 
here this week visitors are likely to find a 
city sealed off by armed paramilitary 
forces to keep out phalanxes of militant 
Sikhs who have threatened to march into 
the capital to highlight their demand for a 
separate Sikh state. Barring an unlikely 
last-minute settlement between the cen- 
tral authorities and the extremists among 
the Sikh-based Akali Dal party, the games 
will be held under the watchful eyes of the 
security forces. 

. Since early August the turbaned, 
bearded Sikhs of Punjab have been court- 
ing arrest and packing the state's jails. By 
mid-October 40,000 had been held and 
Punjab's prison system was near breaking 
point despite the establishment of tempor- 
ary detention camps. Until then, despite 
12 months of violence between Hindus 
and Sikhs in Punjab, the authorities had 
treated the Sikh problem largely as one of 
law and order, using tear gas to quell riot- 
ing youths. 

With no sign of the protest abating, 
Prime Minister Indira Gandhi intervened 
personally, ordering the release of all the 
Akali detainees and initiating belated 
negotiations with Akali leaders. Swaran 
Singh, an elder statesman of Punjab and a 
Sikh himself, was named the prime minis- 
ter's emissary for the discussions with the 
Akalis, But the talks made little progress 
and, оп November 9, Harchand Singh 
Longowal, president of Akali Dal, ruled 
out further talks with Swaran Singh but in- 
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dicated that he would be willing to 
negotiate with Mrs Gandhi herself. How- 
ever, Longowal also announced that the 
protest would continue, this time in New 
Delhi during the Asian Games. 

The demands of the Sikh activists range 
from the extremist call for Khalistan — an 
independent Sikh nation carved out of 
India — to territorial adjustments of the 
existing Punjab state and the recognition 
of a prominent place for the Sikh religion 
in the autonomous state. Although the 
Akalis are split into various factions, a 
modicum of unity has emerged in the past 


year or so in making common cause 


against the central government. Thus, 
while there is no dearth of internal prob- 
lems in the country, the Sikh campaign 
which has its counterforce among the pre- 
dominantly Hindu states bordering Pun- 
jab, has become the most urgent domestic 
issue for Mrs Gandhi. 


he demand for a Sikh state dates back 

to before the British partitioned the 
Subcontinent in 1947. Despite support for 
Sikh independence from the protagonists 
of Pakistan, the Sikhs cast their lot with in- 
dependent India. In the mid-1950s the 
provincial boundaries of India were re- 


-drawn along linguistic lines, but most of 


the Punjabi- and Hindi-speaking areas 
west and northwest of Delhi remained 
under one state. So the Akalis began a 
movement for a Punj a м уге state, 
which saw the creat Haryana for 


In view of their contribution to the na- 
tion’s wealth, the Sikhs feel that not 
enough is re-invested by the central au- 
thorities into the state. Because of 
strategic considerations — Punjab bor- 
ders on Pakistan and the volatile state of - 
Jammu and Kashmir — the state has little © 
heavy industry, though it is at the fore- 
front of light industry in the country. The 
Sikhs believe this trend will continue, thus 


further reducing their share of the nation's — | 


wealth. 


Some of the demands made by the — n 


Akalis — there are 45 in all — are known 
to have been conceded in principle dur- - 
ing the negotiations between Swaran 


Singh and the five-man Akali committee 3 


in recent weeks. 


But the major political demands of the E 


Sikhs would be hard to meet without - 
jeopardising the interests of the neigh- - 
bouring Hindu states. Under a centrall: 

appointed commission, Punjab is obliged 
to share 70% of the waters of Ravi and 
Beas rivers with neighbouring Нагуб А 
and Rajasthan states. But the Sikhs are. 
firmly opposed to this central government | 


decision. They also want Chandigarh — - 


now centrally administered as the joint < 


capital of Punjab and Haryana — to be | 


part of Punjab. 

New Delhi's dilemma is that any read- _ 
justment of Punjab's boundaries would . 
not only cause a religious backlash in the 
neighbouring states but would prompt 


pressure for the realignment of other state 4 


boundaries, pressure which is a continuing 
phenomenon in India. Whether Mrs Gan- 
dhi succeeds in appeasing the Sikhs with- 
out alienating the Hindus and also without 


reopening the issue of provincial bound- 
aries in other parts of the country may de- | 


termine the future course of centre-state 
relations in India. B 
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| pe. Н Mrs Bhutto: says, she 

nts to avoid publicity.. Her. destination 

mains secret. She repeated her under- 

ing that she would not indulge in politi- 

activity and the countries, believed to 

lia, Austria, Sweden, Switzer- 

апі West Germany, are not at the 
tont of dissident Pakistani activism. 


don' t want people at the airport when - 


ve,” she said, "and I don't want a fuss 
n I arrive at my destination." But she 


preparing Zia's official \ 
shington next m uem had strongl 


United States. 


Bhutto’ $ health deteriorated in the 


mid-1970s and the deterioration was.|.i 
initially attributed to low blood pressure. 


She underwent an examination in Karachi 
in February 1981, but before she could 
take the recommended tests, she was de- 
tained. On July 25 she underwent a bron- 
choscopy and biopsy under the supervi- 
sion of a Vienna-trained specialist, Dr 
Abdul Hye Saeed. The tests by Saeed and 
Prof. A. H. Nagi of Lahore indicated that 
she could have lung cancer. 

This marked the start of Mrs Bhutto’ 5 
campaign for foreign treatment and on 
August 22 she wrote to the authorities for 
permission to travel overseas for treat- 
ment. Fifty-nine days after her applica- 


tion, Mrs Bhutto was informed that.a state 
medical board was to be established to. 


1t nominated for пайнет 
а bid to obtain mendments to the terrorism law 


` Kuttimani's nomination to parliament 


as made possible. by provisions under the | а; 


stitution in which the vacancy 

у the death of an MP is filled by a 
nomina tion made by his party without a 
b A ad the Vadukodd: ji: 





` Kuttimani to focus 
‘vention of Terrorism Act under which 
.Kuttimani and another тап, Jegan, or ` 


- confessions had b 
-but this was | C 





did 50, he ет that "she will go 
fastest means possible.” 

Board members examined Mrs Bhutto 
for 45 minutes on November 11 and made 
areport to the Ministry of Health. Th&fol- 
lowing afternoon she received the permis- 
sion she sought. Will Mrs Bhutto return? 

“Of course," she said, "if.1 had no inten- 
tion of coming back to Pakistan 1 would 
not have gone through all this torment. 1 
would simply have slipped out of the coun- , 
try unnoticed, as so many people do nowa- 
days." ae e 


and has not been allowed to interfere with. 
the administration of criminal justice or 
emergency legislation, The. Sri Lanka 
Constitution specifies that a person under 
sentence of death is not qualified to be an 
elector, and only : is qualified to 
be elected to pà 
does not appear 

stitution which p 


Tor choosing.to ma es chee 


The TULF argues that it nominated © 
ittention on the Pre- 


ош had been tried. This law 
confessions to police officers ad- 
evidence at a trial, and such con- 
the two men. The: ‘argued that the 


ted by the courts. 
that the ter- 
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RS SEC NR. v AIV jor T j {L Av To In the International Trade and Meeting Centre we can 
GLEE К ў - E provide you with assistance thanks to the advanced 
ia) 


T e 23: E AT E technologies of its Computer Centre and of the 


AM i tines A leat Е i structures connected thereto that can be included 

м: аќ — pori ; Б among the most effective developments іп informatics 
ga" Аре д E ^i м applied to the fair field: research of products and 

com a — Es ле” manufacturers present at the general April Fair and at 
eed of T» E ane У the 80 specialized exhibitions that take place in the Fair 
P ud 5 3 Quarter throughout the year; information as to requests 

QW 7 : ме Aa V VES for and offers of agency opportunities; assistance in the 


май? <3! m \ ^ soit ы $ fields of trade, customs, transportation, etc 


We shall also give you the opportunity to meet 
леса 4 businessmen from all over the world and official 
€ АК а" : 

: delegations of other Countries 
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Un-fr 


se freelancers 


The virtual expulsion of an American freelance journalist 
indicates that Seoul is tightening up on the foreign press 


. By Shim Jae Hoon 


Seoul: To the small band of foreign cor- 
respondents based in Seoul, covering а 
country in which about 200 local jour- 
nalists have been ousted from jobs in the 
pest several years for political reasons is 

ardly encouraging. In addition to being 
discreet in telephone and telex communi- 
cations, they have had to cope with gov- 
ernment officials periodically accusing 


> them of focusing only on the negative poli- 


tical aspects, such as student anti-govern- 
ment demonstrations, or exaggerating dis- 
sident activities. & 

This long-standing problem with the 

government, which has involved Minis- 
try of Culture and Information offi- 
cials lecturing and haranguing correspon- 
dents, took a new turn recently in the case 
of Nancy Langston, an American free- 
lance reporter who has contributed to a 
variety of media including the REVIEW, 
The Asian Wall Street Journal, Christian 
Science Monitor, ABC News and the 
ВВС. She was one of five such freelancers 
working in Seoul. ~ 

Langston was also associated with The 
New York Times, providing its Tokyo 
‘bureau with information. Sources suspect 
her involuntary departure may have been 
linked to critical reporting on the South 
Korean political situation which appeared 

in that newspaper, though not written by 
Langston. 

That trouble for Langston was looming 
became evident а few weeks ago when the 
Foreign Press Department of the Informa- 
tion Ministry seized her expired press 
card. This was an unusual step as officials 
have stressed that the press card itself is 
hardly consequential in defining a report- 
ers qualifications. In Langston's case, 
the government had already declared 
some of her reporting unfriendly to South 
Korea. Well before she got the exit order, 
her main employer, ABC, had been told 
to find another correspondent. 

Immigration authorities said she was 

-served an exit order because her visa 
status was incompatible with her activity 
as a journalist. When she sought to change 
her status from that of an employee of a 
Seoul hotel to that of a reporter, she 
needed a government press card to justify 
it. With the government having seized it, it 
was a Catch-22 situation. 

Anthony Barnes, another freelancer for 
the American-based CBS News, was simi- 
larly served 10 days' notice to leave and 
then, after the news of his expulsion be- 
came public, was told abruptly that it was 
a mistake. Barnes, an English teacher, 
had merely asked for an extension of his 
visa in the same job. Barnes' exit order has 
since been rescinded, but the two cases 
were apparently related for both involved 


24 


freelancers or so-called stringers — non- 
staff correspondents of foreign news- 
papers. 

The government is now making it 
known. that it will no longer allow for- 
eigners to engage in stringing because, it 
maintains, non-staff correspondents, in 
order to make their copy more saleable, 
focus only on dissident activities. Thus 
Langston was accused of applying а 
"supermarket-style of reporting" dealing 
only with negative political aspects. 

How this new policy will affect other 
freelancers in the country is not clear, but 
there are hints that the government has re- 
served its latest decision only for 
Langston, presumably believing that she 
has been responsible for critical coverage 
by American newspapers on South Korea. 
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4 " king), the local press was instructed to re- 


port only the government announcement 
on the case, even while foreign newsagen- 
cies were carrying the news as well as the 
pictures of the story. 

The authorities were said to have been 
angered by what they considered a breach 
of military secrecy. Both Langston and 
Associated Press bureau chief Edwin 
White, whose office distributed the pic- 
ture, were questioned at length by South 
Korean prosecutors. During several hours 
of questioning, Langston and White not 
only refused to sign a statement saying 
they knew the MiG19 picture had violated 
national security, they also rejected an of- 
ficial bid to ask them to submit future 
stories dealing with national security for 
advance clearing. “1 said it's not the way it 
works," White said, also mentioning that 
the South Korean Constitution guaran- 
teed freedom of the press. 

Although the matter has now been offi- 
cially closed, this incident has only under- 
lined professional hazards involved in re- 
porting here by the foreign press. Another ` 
indication that things might be tougher in 
the days ahead was provided by the case of 
Kim Chol Ki, а human-rights activist of 


The MiG19 picture Langston acquired: a breach of security? 


The Information Ministry has not yet 
come out clearly on whether the other 
freelancers, all of whom possess govern- 
ment-issued press cards, can continue 
writing for overseas publications, 


he government's visa authorisation has 

always been a deterrent for correspon- 
dents arriving in Seoul. For instance, it 
took almost 17 months for an American 
TV staff reporter to get a resident visa in 
Seoul; others have been pointedly re- 
minded by the government of how it could 
expedite or delay their visa applications 
depending mainly on their performance in 
Seoul. " 

Another more serious aspect of the ac- 
tivities of the foreign press here surfaced 
recently over Langston's acquisition and 
transmission of a photograph of a MiG19 
aircraft which was flown to South Korea 
by a.defecting Chinese air force pilot. Be- 
cause of the diplomatic sensitivities in- 





the Korean Council of Christian Churches 
who last month was sentenced to 18 
months imprisonment after he distributed 
an anti-government statement to .the 
foreign press. He was convicted on 
charges of slandering the state to foreign- 
ers under laws passed during the rule of 
late president Park Chung Hee in 1975, 
but never before invoked. 

As if that was not clear enough, church 
sources reported that a group of five Pro- 
testant and Roman Catholic priests was 
summoned by the authorities early this 
month, to be reminded specifically that 
they, too, could be punished under the 
same làw if they persisted in contacting the 
foreign press. The government tries to jus- 
tify its bullying of journalists and human- 
rights activists on the ground that any dis- 
sent could be capitalised on by North 
Korea. Journalists, on the other hand, feel 
that the security issue has been abused by 
the authorities. 


NOVEMBER 19, 1982 e FAR EASTERN ECONOMIC REVIEW 


Youare an A 


Asiancorporationtrading _ 
with the Middle East 





Trade between Asia and the Middle e we have probably one of the best teams 
East is nothing new, but it is growing in Arab Banking involved in Asia. Our 
rapidly, spurred by strong Arab capital Asian currency trading desk is a 
markets and the emergence of Asia as : recognised market maker in leading 
one of the world's fastest-growing . A Asian convertible currencies. 
regions. O one We also support business in Asia at 
Arab Asian Bank was created to every level: financial advice and 


provide complete and professional 

banking for this specialised market е amalgamations, take-overs, 
We nurture Asia's regional traders a ап . mergers and acquisitions, 
with export/import finance, together with equityand debt 


eurocurrency lending, market appraisals issues, and trade and project finance. 
and introductions, joint ventures, foreign Our headquarters are in the heart of 
exchange and money market operations, Bahrain's banking district. We have an 
bid and performance bonds, advance operating base in Hong Kong with 
payment guarantees, and much * strong affiliations with. 
more. With the in-depth 
experience of our executives 
and senior bankers, and our 
access to the latest 
technology and techniques, 





in Kuala Lumpur, Kuwait, 
Saudi Arabia and London. 


d'affaires with roots in Asia. 





$ 
á á E 
ENS Arab Asian Banke.c. 
Address: Diplomat Tower PO Box 5619. Bahrain 2 
Group assets US $1 2 billion N 
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management, capital re-structuring, ~ 


banking institutions 


We are the Arab banque 


Tet: 233129. Telex 8583. ABMAL, Arab Asian International Limited. 1003 Admiralty Centre. Tower 11. 18 Harcourt Road Hong Kong. Tet 5290760 Telex: 62423. 
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t 7 factors make 1983 a very signifi- 

«cant year for Thailand. First, it is the 

—— first year of the fifth National Social and 

——. Economic Development Plan which aims, 

| among other things, at restructuring the 

= economy towards more industrialisation. 

— Secondly, the constitution changes in 

— April, meaning that political parties will 

- have to field candidates wur wis. no less 
§ than half of the total seats iñ parli 

_ MPs will have to be members of political 

| parties and the appointed upper house — 


` the Senate — will have less power. 
- — Thirdly, a general election is scheduled for 
` June. 


: Although no one would deny that the 
= Thaieconomy has grown quite satisfactori- 
—— — ly during the past two decades — with 
gross domestic product expanding from 
Baht 60/billion (US$2.73 million) to Baht 
817 billion and per capita income from 
Balit 2,200 to Baht 17,200 in the period 
1962-81 — the same period saw the de- 
terioration of basic economic resources, 
| including land, water, forestry and fishing 

- grounds, which have been exploited with- 
| out any conservation effort. 

More importantly, the benefits. of 
growth have not been evenly dispersed. 
On the contrary, the gap between the rich 
— and the poor, the rural an 

people has widened. It is estimated that 11 
. „million people in rural areas are living in 
| poverty. 

—— The rise in energy prices during the past 
. Seven or eight years has had diverse effects 
. onthe Thai economy, and export earni 






penses incurred from the plürchase of 
petroleum and import of capital goods. 
Two decades ago, export earnings from 
only one thajor product — rice — were 
| enough to finance energy requirements. It 
. now takes four major exports to cover this 
` expenditure. " 
_ The growth of the manufacturing sector 
— (its share in the GDP rose from10.5% in 
1960 10.18% in 1980 and by 1986, it is ex- 
pected, the manufacturing sector's share 
__ anexport earnings will reach 42% , surpas- 
! "sing the projected 39% share of agricul- 
tural earnings) resulted in a rapid increase 
‘in the number of workers in urban areas, 
especially in Bangkok. In 1960, there were 
only 16,007 factories in Thailand; by 1980 
| theré were 80,578. Figures for 1980 show 
-— that there were 3.7 million workers in in- 
| dustrial and service sectors. These work- 
- EFS, organised in unions, have become 
more and.more active in politics. 
. One significant aspect of change in the 
Ч economy has been the growth of exports 
—. of manufactured goods and finished agri- 
- Cultural products. The latter has direct ef- 
fects on the farmers, especially in the pro- 
duction of sugar-cane (18 million tons pro- 
duced annually and 1.5 million tons ex- 
ported in-1981), tapioca (5 million tons ex- 
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iament; 


the urban . 


Маге far from adequate to meet the ex- 





ported in 1980, making Thailand the 
world's largest exporter) and maize 
(around 3 million tons produced, of which 
2 million tons are exported). 

Itis natural that in this area the interests 
of the producers and the industrialist-ex- 
porters are in conflict. Both groups are 
making demands on the government for 
policies favourable to their interests. In 
mid-1982, sugar-cane growers used heavy 
trucks to block traffic in Kanchanaburi for 
three days, demanding that the govern- 
ment reconsider the guaranteed price for 
sugar-cane. Hence, as the economy grows 
and new groups emerge, politics in Thai- 
land becomes more and more oriented 
towards pressure groups. 

Farmers’ groups which have potential 
for political mobilisation and movement 
do not comprise poor farmers in poverty- 
stricken areas but those who grow cash 
crops in advanced irrigated agricultural 
areas in the Central Plain. 

The outlook is equally unpromising for 


. workers in urban areas, especially those in 





Bangkok. It is expected that major indus- 
tries — including the textile industry, 
which is facing a fall in external demand 
for textiles products — will either have to 
close down factories or reduce produc- 
tion. This will lead to the lay-off of at least 
100,000 workers in 1982-83. Industrialisa- 
tion on the eastern seaboard may create 
considerable employment in infrastruc- 
ture construction but the industries plan- 
ned for this area are not labour-intensive 
and will not create much long-term em- 
ployment, id 


W orkers in Thailand have been a signi- 
ficant political force in recent years. 
During the 1973-76 period there were 1,233 
strikes, or, on average, 300 strikes a year. 
Although labour disputes decreased sig- 
nificantly after 1976, workers remain a 
potent political force. Public enterprise 
workers, especially those in the electricity 
authority, che railways and the water sup- 
ply authority, are the most organised. 


Early this year a group of labour activists 
formed their own political grouping, the 
National Labour Party. f 

It is 50 years since Thailand began its 
democratic experiment with the over- 
throw of the absolute monarchy in 1932. 
Yet basic political problems remain unsol- 
ved. The most important of these is the 
conflict over the rules of the game as-re- 
flected in the disagreement between 
bureaucratic and civilian politicians on 
constitutional arrangements. During this 
50-year period, constitutional arrange- 
ments have basically presented two main 
patterns. One is the democratic pattern, 
which takes as its model the British par- 
liamentary system, in which the elected 
legislature and political parties have do- 
minant and active roles in the political 
process. Under such a system, the prime 
minister must соте from a major political 
party and is an elected MP. An upper 
house may be maintained but the number 
of its members is relatively small (100 in 
the case of the 1974 constitution) ап its 
powers minimal. In this model, military 
leaders have no opportunity to become 
prime ministers and bureaucrats are not 
allowed to be members of the upper 
house. 

The second, semi-democratic, páttern 
favours a strong executive vis-a-vis the 
legislative branch. The prime minister 
does not have to be an elected member of 
the parliament, the upper house is com- 
posed mostly of military and civilian 
bureaucrats with more or less equal pow- 
ers to the lower house and the total 
number of senators is almost equal:to the 
number of the elected representatives 
(under the 1978 constitution the number 
of senators is three-quarters the number 
of elected representatives). 

The democratic model is regarded as 
the ideal type and an end to be achieved in 
the long run while the semi-democratic 
model is considered a temporary arrange- 
ment. But after each coup there hasbeen a 
tendency to adopt the second model with a 
promise that it will be used only temporari- 
ly and that when the situation becomes 
normal the first model will be adopted. 
This has created some problems because 
the frequency of coups has meant that 
temporary arrangements have become in- 
stitutionalised. Another problem arises as 
the time of transition to а more demo- 
cratic rule draws closer. There has always 
been resistance on the part of the bureau- 
cratic elites to giving up political power. 

While the issue of institutional arrange- 
ments continues without any consensus, 
Socio-economic changes have brought 
new groups of actors on to the political 
stage, actors who demand far more politi- 
cal participation. The October 1973 affair 
(when student demonstrations forced the 
resignation of Thanom Kittikachorn as 
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prime minister) and its aftermath clearly 
show that there was a system-overload, in 
which demands exceeded the capacity of 
the system. The violence which occurred 
during the 1973-76 period and which cul- 
minated in the bloodshed at Thammasatt 
University on October 6, 1976, was the re- 
sult of the elites' attempt to find a simple 
way to resolve the dilemma. In the past, 
coups have represented the main instru- 
ment in resolving political conflicts but re- 
cently coups have become much more 
costly and the military ‘has now split into 
factions. Political resources in Thai socie- 
ty have also been exhausted and, in recent 
years, the “reserved institution" (the 
monarchy) has been drawn into this fray. 


I: the search for a stable political sys- 
tem, the bureaucratic elites have argued 
that if parliamentary democracy is going 
to work, a strong political party sytem is 
needed. This can be achieved, it is hoped, 
by requiring parties to field candidates 
numbering. no less than half of the total 
seats in the parliament in the mid-1983 
general election and by instituting voting 
based on the list system. It is hoped that 
such measures will eliminate small parties 
and that it will be easier to have a two- 
party system in the near future, 

To be able to support a large number of 
candidates, a political party needs at least 
Baht 50 million for campaign funding. The 
need for campaign funds has led to the 
closer alliance between political parties 
and. business . interests. Prominent 
businessmen have tended to become 
either deputy leaders or executive mem- 
bers of political parties, a change from the 
past when such people maintained only 
personal relationships with party leaders. 
Thai politics is, therefore, moving towards 
what could be called plutodemocracy, 
where wealth is the dominant influence, 
As Seni Pramoj. former leader of the 
Democrat Party, has observed: “In the 
past. the Democrats fought against the 
power of force; from now on they are con- 
fronted with the omnipotence of wealth." 

It would be wrong to assume that socio- 
economic changes in Thailand will make 
tlie Thai political system a pluralist demo- 
cracy. Pluralism is achieved where the 
power of diverse institutions and ограпіѕа- 
tions in society more or less balance out, 
thus preventing the emergence of a 
monopoly of power. This requires the 
existence of extra-bureaucratic forces 
which can participate actively in the politi- 
cal decision-making process. While or- 
ganised interest and pressure groups exist 
in Thai society, only the privileged groups 
have access to the political system through 
their alliances with political parties and 
lobbying. Underprivileged groups like 
workers and farmers generally have no 
formal links with political parties and take 
political action independently. In other 
words, while all groups articulate their in- 
terests, only the interests of privileged 
groups are aggregated by political parties. 
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Bureaucratic elites, especially the mili- 
tary, have negative attitudes towards pres- 
sure-group politics. They tend to view 
politics in a narrowly defined way, that is, 
being limited to parliamentary activities. 
Protests and demonstrations, even when 
non-violent, are considered undesirable. 
However, it is almost inevitable that, due 
to the lack of access to policymaking 
bodies, the underprivileged groups will 
use protests and demonstrations as a basic 
means to influence public policies and 
government decisions. 

While bureaucratic elites fear that a 
more open political system will bring 
chaos and anarchy similar to the situation 
after October 1973, this may not be the 
case in 1982-83 for a number of reasons. 
For one thing, the Communist Party of 
Thailand has lost the support of intellec- 
tuals and students; these groups are now 
reluctant to have any political relation- 
ship with the party. Also, governments 
have in the past five or six years developed 
a more liberal stand towards the resolu- 
tion of conflicts in society and the ultra- 
rightist groups, which were active during 
October 1973-October 1976, are no longer 
supported by the government. Finally, 
students now seem to lack direction; they 
are no longer as effectively organised as 
before andare more careful in selecting is- 
sues on which to take a political stand. 


Chai-Anan Samudavanija 


Although these factors may contribute 
to the development of political demo- 
cracy, a new problem has emerged: disun- 
ity within the army. After the April 1981 
coup, the army split into two major fac- 
tions. One faction centres on army com- 
mander Gen. Arthit Kamlang-ek, while the 
other retains its loyalty to the so-called 
Young Turks who were dismissed from 
the army after the coup attempt. It. is not 
an exaggeration to say that the influence 
of certain former Young Turk officers is 
pervasive in many battalions, both in and 
outside Bangkok. This has made the in- 
cumbent army leaders reluctant to stage à 
coup for fear of a counter-coup. But it may 
also have destabilising effects; army ele- 
ments loyal to the Young Turks may de- 
cide to take drastic action to prevent Ar- 
thit's faction building up its power base in 
the army. 


I: order to analyse the posu and eco- 
nomic situation in 1983 

at the objectives of the fifth national plan 
and the military's strategy in fighting in- 
surgencies, both of which will be underta- 
ken under the framework of the constitu- 
tional arrangements. The fifth plan has 
formulated national development objec- 
tives through a structural adjustment pro- 
gramme in key sectors. This has been 
done in order to cope with future world 
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я velop 
national security management, and to re- 
` form the national development adminis- 
E. ` tration system and broaden the ownership 
|. pattern. 
А To achieve these objectives, the politi- 
. cal leadership must have a high degree of 
` stability in order to provide continuity for 
er the direction of economic programmes; 
. under the fourth plan (1976-81), there 
D. меге no fewer than four prime ministers 
` and seven cabinets. Since 1980, however, 
4; vernments headed by Prime Minister 
t m Tinsulanond have provided a stabil- 
М ойу which has enabled the administration 
4 to initiate a number of meaningful re- 
Um forms. These include changes in the tax 
— system, a rural-poverty eradication pro- 
= me and reform of the budget system. 
Е" A strong and stable leadership will be 
_ mecessary during the 1980s in order to 
У р mobilise manpower ‘апа other resources 
а from the public and private sectors. 


























(The military's strategy in winning the so- 
2 people's war is to use political 
ee адм to fight communism. In this con- 
nection, the Prem government has issued 
... two orders outlining basic policies. These 
н the promotion of democratic poli- 
tical institutions, such as political parties 
and pressure groups. 
question is, therefore, whether it is 
possible to have a smooth industrialisation 
process simultaneously. with the develop- 
— ment of democracy. It is not desirable to 
one for the other and dynamic ba- 
nces must be created to facilitate the in- 
| dustrialisation process without having too 
‘much political instability. 
— . The 1983 general бый is unlikely to 
x te a stable government since it is anti- 
ime that no single party will be able to 
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я a a majority of seats in parliament. As a 
It. four or five parties will have to 
rm a coalition government. If there is no 
which has more than 100 seats, the 
oalition government will be highly unsta- 
ble and conflicts among parties may im- 
the attempts to carry out develop- 
ment projects. The military, foreseeing 
this possibility, is expected to insist that 
‘the powers of the Senate remain un- 
СА duram to act as a stabilising factor. 
_ Thailand has дең potential for deve- 
, lopment; the recent discovery of natural 
and petroleum provide new oppor- 
| tunities for industrial growth. The ques- 
_ . tion is how to achieve national develop- 
is ment which provides simultaneously for sta- 
_ bility and economic justice. The fifth plan 
seta number of radical objectives such 


~ monopolistic power and economic exploi- 
| tation. The military has professed its 
allegiance to the same goals in order to 
fight communism. This trend is worth not- 
Е. Since March 1980, under Prem's 
leadership, the technocrats have been 
. able to provide advice on major policies 

_ with the support of the top leader, In 1983 
у they will have to face a different situation 
in which party politics prevail. — р 
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Vietnam marshals a dozen nations behind its Indochine. ! 


peace formula — but fails to win over anyone else 


By Ted Morello 
New York: For the third year in a row, 
Vietnam and its supporters have failed to 
rally backers for a United Nations Gen- 
eral Assembly resolution aimed at blunt- 
ing Asean's Cambodia peace initiatives. 
Weeks of talks between Vietnamese UN 
delegates and their Asean counterparts 
fizzled into a desultory round of assembly 
speeches and the no-action decision to 
pass the buck to the 1983 regular assembly 
session, which convenes next September. 

The Vietnamese side, unsupported by 
any but the traditional Soviet-aligned 
bloc, decided against tabling a draft 
resolution formally setting forth its answer 
to the "Question of peace, stability and 
cooperation in Southeast Asia" — the 
agenda item's title. 

Smarting under the double defeat of the 





assembly's landslide reaffirmation | of 
Democratic Kampucitea’s bona fides 
(REVIEW, Oct. 29) and-adoption of the 
Asean-initiated umbrella resolution de- 
manding Vietnamese troop withdrawal 


and self-determination in Cambodia 
(REVIEW, Nov. 5), Hanoi had tried to re- 
coup via an all-out campaign to sell its 
peace formula. 

Its efforts were futile. Diplomats who 
participated in the talks told the REVIEW 
that the two sides deadlocked on the root 
cause of the regional conflict. One Asean 
delegate said: “It boiled down to this: they 
insisted on blaming ‘the China threat.’ We 
blamed Vietnam's invasion of Cambodia. 
It was a dialogue of the deaf.” 

In the circumstances, the best Vietnam 
could do was to try to field a line-up of cre- 
dible speakers and score whatever points 
it could for assembly oratory. Yet even 


here it failed. Of the 13 supporting speak- 


f 


ers who followed Vietnam’s Vo Anh 
Tuan, 12 were hard-line members of the 
Moscow bloc — Eastern Europe, plus 
Cuba, Mongolia, Afghanistan and Laos, 
The 13th — Albania — damned all sides 
impartially, the “American imperialists” 
and the “Soviet and Chinese. socio-im- 
perialists" as well as all their friends. 

The Asean side, which has never consi- 
dered Vietnam's "question of peace" item 
à serious threat, parried with speeches by 
three Asean members (Thailand, the 
Philippines and Malaysia) with supporting 
thrusts by delegates of Japan, Australia, 
China and Democratic Kampuchea. Tuan 
set the tone for the other Hanoi-Moscow 
axis speakers when he reiterated Viet- 
nam's avowed desire to normalise rela- 
tions with China and continue the In- 
dochina-Asean dialogue that he said al- 
ready has shown encouraging results, ә 
д delegates played variations of 

the theme. Hungary's Foreign Secret- 
ary Janos Nagy cited the improvement in 
United States-Vietnamese relations — 
presumably an allusion to missing-in-ac- 
tion and orderly-departure contacts — as 
*a major building block" to peace. Laos 
emphasised the September 15 Vientiane 
letter setting forth the Indochina allies’ 
"modified" position on a Thai-Cambo- 
dian border security zone, a regional 
peace conference and other elements of 
the peace offensive launched several 
months ago by Hanoi's Foreign Minister 
Nguyen Co Thach. 

However, Thai Ambassador | Birab- 
hongse Kasemsri countered that the UN- 
created International Conference. on 
Kampuchea — boycotted by Vietnam and 


its allies — and its declaration are the uni- 


versally accepted mechanism for achiev- 
ing a comprehensive political solution. He 
added: “The door is still wide open for the 
party directly involved, as well as other 
countries which have not done so. to join 
т that peaceful process. 

By continuing to insist that there is no 
Cambodian problem, he concluded, Viet- 
nam is ignoring the very measures that 
could turn “the “question of peace, stabil- 
ity and cooperation in Southeast Asia’ 
into a happy reality," Japan's Ambas- 
sador Masahiro Nisibori said that Hanoi's 

"question of peace” item could eventually 
become a topic of productive general as- 
sembly debate but not until the Cambodia 
issue is resolved. But Democratic Kam- 
puchea's Ambassador Thiounn Prasith, 
observing that this is the third year that the. 
assembly has debated the item to a "sterile 
and futile" standstill, urged that it be 
stricken from the agenda as a misuse of the 
UN forum, u 
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The 
Giant Panda 
needs your help. 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves – Wolong Natural Reserve in 
Sichuan Province. 

А team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 

But WWF needs money – your money. 


Please send contributions to the WW F 
National Organisation in your country or direct to. 
WWF International, 1196 Gland, 

Switzerland. 
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helicopter squadron. There is also a Mon- 
golian SAM battalion. 

There are no precise figures for the 
strength of the Chinese forces in Inner 
Mongolia, but the Mongolian authorities 
haverom time to time complained about 
exercises, gunfire and intrusions on the 
border. The search for better inter-state 
relations with Peking follows the speeches 
of the late Soviet president Leonid 


achievements in the development of the 
economy,” earlier this year the MPRP and 
the government drew up a six-point plan 
for scientists: 


» Concentrate on key economic рго-. 


blems. 

> Improve planning and 
partmental coordination. 

» Develop integration with scientific 
establishments in the Soviet Union in the 
fields of organisation, information and 
training. 

» Ensure the better selection of staff 
and improve their knowledge of Russian. 

» Join with scientists from the socialist 
countries in the use of computers for plan- 
ning and data processing. 

> Assist more widely in the planned 
training of young scientists. 

Mongolian scientists should “рау parti- 
cular attention to improving the style and 
methods of management of scientific re- 
search organisations at all levels and en- 
sure constant quality control of scientific 
work," they were told. Government 
spending on science in 1982 was planned 
at US$21.2 million or around 1.4% of 
budgetary expenditure. 

The emphasis on the practical applica- 
tion of science was reiterated by academi- 
cian Sodnom, rector of the Mongolian 
State University, the oldest and most pre- 
stigious of the country's half-dozen higher 
education establishments. Since it was 
founded in 1942 with three faculties, 11 
жр staff and 95 students, it has 
graduated more than 16,000 specialists in 60 
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Brezhnev,on the subject earlier this year 
in Tashkent and Baku. Ulan Bator has 
maintained a formal relationship with 
China in such areas as trade and communi- 
cations, but upgraded its ambassador re- 
cently; there have been no serious border 
incidents in recent years. Mongolia's main 
complaints about China have related to 
the behaviour of the Chinese in Mongolia, 
often described in the press as spies, 
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blackmarketeers ог dru -pushers doing — — 
no "socially useful work" "ne have been ——— 
expelled to China. ЕГ 
The princes of what was then Outer 
Mongolia proclaimed independence from. 
China when the Qing dynasty fell in 1911. 
In July 1921, with Soviet help, Mongolian — 
revolutionaries led by Suhbaatar and — 
Choybalsan drove invading Chinese and - 
Tsarist Russian troops from the exe 
and the Mongolian People's Ra | 
(MPR) was proclaimed in 1924. Most of E 
the revolutionaries were nationalists 
rather than communists, but, by- 
1930s, when the dictatorship of "Choybal- .— 
san was being consolidated, the ideologi- — 
cal link with the Kremlin was already firm. — — 
The republic remained virtually unre- — 
cognised by the outside world until after — 
Choybalsan's death їп 1952andtheadvent — — 
of a new generation of leaders. During the — 
honeymoon with China, which lasted - 
some 10 years until 1961-62, Mongolia en- - 
joyed the benefits of Chinese credits and 
labourers. After the ideological (A 
between Moscow and Peking came into _ 
the open, however, a long period of hostil- — ў, 
ity ensued. Meanwhile, Mongolia had es- — — 
tablished diplomatic relations with India — - 
(1955) and been admitted to the United H 
Nations (1961). It now has diplomatic re- — 
lations with around 95 countries, but the — 
United States is not among them. g ^3 
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fields, Sodnom said. By August, the uni- 
versity had 17 faculties, 68 chairs, 680 
teaching staff and more than 10,000 stu- 
dents — 8,460 full-time, 1,260 attending 
evening classes, and about 1,000 doing 
correspondence courses. 

At the beginning of the 1982-83 
academic year, however, it was reor- 
ganised, its polytechnic and Russian-lan- 
guage institutes being split off as separate 
institutions. The polytechnic has more 
than 5,000 students, so the new smaller 
university has been left with 4,000 or so 
full-time students. Now that engineering 
and Russian have been hived off, the cur- 
riculum is based on the sciences, history, 
philosophy and Mongolian literature and 
language. 

About 100 of the university's students 
are from the Soviet Union, Eastern 
Europe and other foreign countries, in- 
cluding India and Vietnam. There has 
been a regular arrangement in recent 
years under the Anglo-Mongolian cultural 
agreement whereby à British teacher visits 
the university for a year to teach English, 
which is the second foreign language after 
Russian. Assistants from France and 
Japan also teach at the university. 

In the current fiscal year, Mongolia has 
allocated around US$265.3 million to edu- 
cation, some 17.5% of budgetary expendi- 
ture. 

There is a powerful stress on following 
the Soviet lead. The party and the govern- 
ment recently defined the university's im- 
mediate tasks as: 

> Stress students’ education іп 
Marxism-Leninism, socialist patriotism, 
proletarian internationalism and unli- 
mited devotion to fraternal friendship 
with the great Soviet Union. 

» Basically improve training of cadres 
for the national economy. 

> Decisively improve  Russian-lan- 
guage studies and “restore the practice of 
teaching all basic subjects in higher educa- 
tional establishments in the Russian lan- 
guage." 


» Develop scientific research work їп, 


collaboration with the Academy of Sci- 
ences and research institutes. 

» Make use of Soviet universities’ 
teaching experience. — ALAN SANDERS 


Golden herds and 130 
production targets 


Ulan Bator: Mongolia finally seems to be 
within striking distance of the elusive total 
of 25 million head of livestock. Building 
on a successful year in 1981, the coopera- 
tives reared from birth more than 9.4 mil- 
lion young animals this spring — a record, 
exceeding 1978's 9.2 million. The ‘wet 
weather this summer has been unfavoura- 
ble for grain-growers, but the grazing has 
been good and the animals are fat and well 
prepared for the winter. 

Most of Mongolia's livestock (over 
76%) is in the joint ownership of the mem- 
bers of the country's 255 herding coopera- 
tives, while about 17% is privately owned, 
mostly by herdsmen but some by towns- 
people. Most cooperatives also grow 
crops. In 1980 the cooperatives harvested 
40,100 tonnes of cereals, compared with 
the state farms’ 218,400 tonnes. The aver- 
age livestock holding of a herding 
cooperative (the latest available figure 
being for 1979) is 72,400 head. 

The country's first specialised horse- 
breeding cooperative, the Shinebulag — 
meaning *New Spring" — has just been 
set up by five districts of Suhbaatar pro- 
vince in eastern Mongolia with a basic 
stock of 16,000 horses of their total of 
110,000 head. The cooperative will pro- 
duce horsemeat and koumiss — mare's 
milk — and process its own fodder. Such 
specialisation is now being encouraged to 
boost the productivity of animal husban- 
dry. Mongolia's first mechanised cattle- 
fattening complex, for example, went into 
operation in April at the Orhon-Tuul state 
farm in Selenge province; It was built by a 
Soviet construction team and has a capa- 
city of 5,000 calves a year. A similar com- 
plex with double the capacity is planned 
for the Halhyngol state farm, on Mon- 
golia's eastern border with China. 

Meanwhile, Mongolia is developing yak 
breeding with a view to increasing yak- 
butter exports and the production of yak 


hair for light industry. Mongolia has about 
500,000 yaks. They are sometimes crossed 
with local cows to produce haynags, which 
produce 25-30% more milk and meat and 
can also be used for riding and haulage. 

The Research Institute of Animal Hus- 
bandry and Veterinary Science in Ulan 
Bator was established in 1961. According 
to its deputy director, Tserendash, the in- 
stitute's main tasks are to improve live- 
stock productivity by breeding and selec- 
tion and crossing with imported animals, 
and to design and improve machinery for 
use on animal farms. Its 520 staff work in 
four main departments — veterinary 
medicine, livestock breeding, fodder and 
pasture studies, and farm mechanisation 
and electrification. The institute has zonal 
units in the countryside, studying camels 
and goats (South Gobi Province), cattle 
(Eastern Province) and horses and sheep 
(in the Hangay region of central Mon- 
golia). 


serendash — director of the veterinary 

department — told this corresporfdent 
that foot-and-mouth disease, glanders and 
cattle plague had been eliminated in Mon- 
golia, and that the main problem was 
brucellosis, a bacterial disease causing 
abortion in livestock and undulant fever in 
man. The institute has developed 10 dif- 
ferent cattle vaccines, antigens and 
serums in the past five years. Infectious 
disease now accounts for less than 10% of 
livestock losses, and the institute hopes to 
eliminate all in the near future. In one 
laboratory, pharmacologists were shred- 
ding blue steppe flowers, to prepare new 
experimental extracts. 

In another, batches of new vaccines 
were being tested in hens' eggs in an in- 
cubator. If satisfactory, they will be mass- 
produced at a special plant at Songino, 
near Ulan Bator. Recently, the institute 
developed a cheap, quick and simple 
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blood test for brucellosis. There is interna- 
tional interest in this research, and the in- 
stitute has regular contact with represen- 
tatives of the World Health Organisation, 
the Food and Agricultural Organisation 
and with similar institutes in other coun- 
tries. 

Although perhaps three-quarters of 
Mongolia's more than 1.5 million sq. kms 
of territory can be used to some degree or 
other for grazing livestock, land suitable 
for arable farming is concentrated in 
northern river valleys and limited to some 
1.8 million ha., of which more than 1 mil- 
lion has already been put to the plough. 
Even the best soils there are only 15-50 
cms thick. 

A meeting of the party central commit- 
tee held in February to discuss agricultural 
policy was told by politburo member Rag- 
chaa (a first deputy premier) that average 
grain yields had been falling since 1976, 
and that many grain-growing cooperatives 
and state farms were running at a loss. Al- 
though to some extent unfavourable wea- 
ther was to blame, Карс! 'ѕаїа, the main 
problem was backward fafming methods. 
He criticised the Ministry of State Farms 
for “taking no perceptible measures to de- 
velop cultivation or increase productivity" 
in the two years since it had been set up. A 
few days later the minister was sacked 
and éhe ministry was amalgamated with the 
Ministry of Agriculture. 

Over the period 1981-85, Ragchaa 
added, it was planned to plough up 
another 250,000 ha. of virgin land. How- 
ever, it was time to consider raising har- 
vests not just by expanding the sown area, 
but by encouraging increases in yield as a 
step towards intensification. Ragchaa 
paid a lot of attention to measures to pre- 
vent soil erosion, saying it was important 
for farms to practise strip-farming and 
take every care “considering that soil ero- 
sion can do irreparable harm not only to 
agriculture but also to the entire national 
economy.” He criticised state farms for 
not taking the proper soil-protection mea- 
sures and causing large-scale erosion. On 
the Atar (“Virgin Land”) state farm, for 
example, he said that 7,000 ha. of soil had 
been eroded, 

The Atar farm, ‘set up in 1977, is 
situated west of Ulan Bator, in the 
Bayanhangay district of Central Province, 
some three hours' drive from the capital 
on à road which is tarmac, except for a 
final cross-country stretch. Farm director 
Tamjid, a Soviet-trained economist, told 
this correspondent that 21,000 ha. had 
been planted this year to wheat, rye, oats 
and potatoes, and also sunflower. Most of 
the rest of the farm's 100 sq. kms was graz- 
ing for around 30,000 head of livestock — 
cattle, sheep and goats, horses and 
camels. The farm's 500 cows supply milk 
for Ulan Bator, and there are 2-300 pigs, 
but no poultry. 

There are 3,000 people at Atar, of 
whom 900 are farm workers employed in 
two so-called complex brigades situated 
far from the central farmstead. Each com- 
plex brigade has four sections, each en- 
gaged in а specific agricultural activity. 
The farm does some food processing, and 
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Ulan Bator: Mongolia's contacts with 
countries having Buddhist communities 
such as Sri Lanka, Thailand, Laos and 
Japan have benefited the country’s own 
Buddhists and contributed to the au- 
thorities" more relaxed approach to reli- 


n. 

In recent years, the compound of the 
country's only working monastery, Gan- 
dan Tegchinlen in Ulan Bator, has been 
greatly enlarged to embrace the temple 
to Janraysegu, curer of the blind (built 
by the Mongolian Holy Emperor in 
1913), as well as the new theological 
school and the headquarters of the Asian 
Buddhist Conference for Peace. The lat- 
ter is perhaps the key: the projection of 
Mongolia internationally as a Buddhist 
country. 

Mongolia had more than 700 monas- 
teries and temples and several hundred 
thousand lamas and monastery serfs be- 
fore the revolution of 1921, but within 
15-20 years the government closed the 
monasteries and dispersed the lamas. 
The Mongolian Constitution says that 
religion is separated from the state and 
school. “Citizens . . . are granted free- 
dom of worship and freedom of anti-re- 
ligious propaganda." Anti- pro- 
paganda is put out on their behalf by the 
state. 

As Mongolia has developed contacts 
with countries having Buddhist commu- 
nities the leaders have come to realise 
that there are advantages to having their 
own Buddhists active in international af- 
fairs. At the same time, however, they 
have had to make some changes at home 
for the benefit of Buddhist visitors from 
abroad, and religious Mongolians have 






















has its own bakery. The farm's vehicles in- 


= clude 120 tractors (wheeled and tracked), 
- 60 combine harvesters (of the Soviet Niva. 
- type) and 60 lorries, and it has a vehicle- 


_ айр 


repair workshop. The farm is bigger than 
average: in 1979 (the most recent year for 
which statistics are available), the average 
state farm had 500 workers, 10,300 ha. of 
arable land and 28,300 livestock. 

Tamjid explained that no crops are 


_ sown in the first year after virgin land has 


been put to the plough — it is left fallow. 


. Fertiliser is applied and crops sown in the 


second year. The wheat fields consist of al- 
ternating strips of sown and fallow land. 
Looking to the future, Tamjid said that he 
would like to develop irrigation. The Tuul 
river (on which Ulan Bator stands) is not 


, far away, but money would be needed to 


pipe the water in and supply it to the 
fields. 

At the time of this correspondent’s visit 
in late August, there was no shortage of 
water — the summer had been unseasona- 
bly rainy. The wheat still stood green in 
the fields, and it seemed doubtful that it 
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still flicker in the yurts- 


benefited from this. By no means the 
least benefits have been two visits by the 
Dalai Lama (the most recent a month 
ago), as well as state support for the up- 
keep of buildings. 

In Gandan's giant reception tent, 
deputy abbot Dambajav told this corres- 
pondent that besides daily services, 
there were special ceremonies for the 
100 lamas marking certain days in the 
lunar calendar, the anniversaries of 
Buddha and Tsongkhapa (founder of re- 
formed Tibetan Buddhism), and of 
course the lunar new year, which the 
Mongolians call fsagaan sar (white 
moon). Asked how Buddhists fared in 
other parts of Mongolia, since the coun- 
try has just the one active centre of pub- 
lic worship, he replied that the Mongo- 
lian economy is developing, including 
transport, and travel is growing easier all 
the time. As for home visits, these were a 
common practice in all religions. 

Dambajav said that he did not know 
how many believers there were in Mon- 
golia, since they were not registered. 
There are many old people among them, 
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Dambajav (left): a religious revival. 


would be ready for harvesting, which had 
just begun. The weather had been difficult 
in recent years, Tamjid said, but he reck- 
опей on obtaining a yield of 95 kgs to a 
tonne of grain per ha., which is high by 
Mongolian standards. In 1982, he hoped 
to deliver 60,000 tonnes to the silos. 
According to the Mongolian press at the 
beginning of October, the-grain harvest 
was not bad: with 53.9% of the grain 
reaped and 28% threshed, output had 
reached 137,600 tonnes, of which 25,300 
tonnes had been delivered to government 
elevators. In Central province, with 7096 
reaped, the average yield. was 690 kgs per 
ha. Later it was announced that the har- 
vest was a record 505,500 tonnes. Statis- 
tics such as these govern the farm direc- 
tor's working life. On the wall of his office, 
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school of Gandan, where there are cur- ` 
rently around 50 students, including 
some from the Buryat Republic in the 
Soviet Union. 

The Institute of Philosophy, Socio- 
logy and Law recently carried out a sur- 
vey of religious customs in five pro- 
vinces, interviewing 2,500 herdsmen and 
workers from cooperatives, factories 
and other enterprises. The survey 
showed that 3% of the sample kept re- 
ligious books and statues of Buddha in 
their homes, and lighted oil lamps (light 
representing enlightenment); some used 
the mani prayer, believed in life after 
death and the power of spirits, per- 
formed good deeds for their salvation, 
built stone cairns (a custom in Mongolia 
and Tibet, originally to support prayer 
flags), prepared food offerings, and 
made clay amulets. Of the sample, which 
included 480 from country areas, 
more than tU mer reported to offer li- 
bations to the at meal times, and 
13% lighted lamps at lunar new year. 

Young people learn their religious 
habits from their elders — prayers for 
the dead, reading of sutras, practising 
taboos. The survey noted that the chron- 
ically ill seek relief by attending serviaes 
at Gandan. It was also claimed that “cer- 
tain deceitful people” were styling them- 
selves huvilgaan, incarnations of saints 
or living Buddhas. 

Meanwhile, party members are ex- 
pected as atheists to teach such people 
the error of their ways, without infring- 
ing upon their constitutional rights. The 
authorities are keen to encourage new 
secular customs among the young. Ulan 
Bator's Soviet-built Palace of Wed- 
dings is a modern temple of youth, 
dedicated to the new ideology and 
wholesome reproduction. à 
— ALAN SANDERS 

































































Tamjid has a planning chart listing no less 
than 130 production targets, ranging from 
sales and yields of grain and other crops 
through section milk yields and state pro- 
curement of livestock to financial account- 
ing plans covering every aspect of farm ac- 
tivity throughout the year. 7 
The Atar farm has its own school, which 
accommodates 400 children in two shifts 
and has a hostel for 90 whose parents live 
and work in remote parts of the farm. The 
eight-year-olds have four lessons a day of 
three-quarters of an hour each, and the 
11-12-year-olds do 35 hours a week, in- 
cluding the standard curriculum of six 
hours each of Mongolian language and 
mathematics, five hours of Russian and 
two hours each of history, geography and 
physical training. There are also two hours 
of technology and work — the boys do car- 
pentry and metalwork, and the girls sew- 
ing and cooking. The farm school is an 
eight-year school (ages eight to 16); 10- 
year schooling (to 18) is available at Al- 
tanbulag, a small town half way to Ulan 
Bator. — ALAN SANDERS 
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arpet factory at Erdenet; metals complex: an infant boom-town. 
Enter the future, with 
a deafening roar 


Erdenet: As towns gay this one is an in- 
fant, having been set up pnly. 10 years ago 
at the site of a rich copper deposit between 
the Selenge and Orhon rivers in the Han- 
gal district of Bulgan province in northern 
Mgngolia. A 105-km. rail link with the 
trans-Mongolian main line, opened in 
1977, snakes up the Orhon valley from 
Salhit. Mongolian and Czechoslovak 
geologists first studied the mineral wealth 
of Mt Erdenetiyn-ovoo, which means pre- 
cious cairn, in 1964-67. In 1970, during a 
visit to Moscow, President Yumjaagiyn 
Tsedenbal obtained an agreement that the 
Soviet Union would cooperate in mining 
the deposit and, three years later, a Mon- 
golian-Soviet joint enterprise was estab- 
lished. The first of four sections of the 
combine went into operation in December 
1978. 

Sambuugiyn Tseveen, a former deputy 
minister of the light and food industries, 
has been mayor of Erdenet since January 
1976. The ore deposit stretches 25 kms 
from southeast to northwest, he said, and 
is 1.5-3 kms wide. He said that the cost of 
building the combine would be equivalent 
to the price of half an aircraft carrier but 
added that the cost will be recouped by six 
years’ production. One of the world's 
biggest, the combine is fully automated 
and mechanised. It has its own engineer- 
ing works; electricity is supplied by high- 
tension line’ from Gusinoozersk in the 
Soviet Union. 

Tseveen described how the town had 
developed: a building materials plant and 
the first housing in 1974, and then work on 
the combine itself in 1976, as well as 
schools and a technical college, then a 
dairy. Currently, Erdenet has a popula- 
tion of around 40,000, of whom 10,000 are 
Soviets, with 4,600 working at the com- 
bine; the average agé!is 24. Most of the 
training is done on the job, though many 
of the builders — including soldiers — 
who came from all over Mongolia, were 
trained at Soviet plants. 

Also under the jurisdiction of Erdenet 


FAR EASTERN ECONOMIC REVIEW e NOVEMBER 19, 1982 


town are the Halganat timber enterprise 
— the biggest in the country — 60 kms 
away, and a state farm, 24 kms from Er- 
denet, which supplies milk and other pro- 
duce. The other big enterprise at Erdenet 
is a carpet factory, which went into opera- 
tion in 1980. Its No. 1 section employs 
1,000 workers, mostly women, and pro- 
duces 650,000 sq. ms of carpet a year; out- 
put will double when the No. 2 section is in 
production, The machinery is Bulgarian, 
Belgian, Japanese and British. Most of the 
carpets are exported to Eastern Europe. 
Tseveen thought that in 10-15 years a 
chemical combine might be built at Er- 
denet as well, to process phosphorite from 
the Hovsgol area. 

Mt Erdenetiyn-ovoo used to be 1,600 
ms above sea level, but the top 18 ms of 





overburden has long gone and giant ex- 
cavators now scoop up the ore and dump it 
into 27-tonne tip trucks with 2-m. wheels. 
The trucks trundle down the mountain 
and tip the ore on to a conveyor, which 
carries it into the combine. The rocky land 
scape is dotted with telephone and elec- 
tricity poles held upright in large chunks of 
concrete, like inverted lollipops. 

At the entrance to the crushing shop 
stands a solitary soldier armed with a rifle 
and fixed bayonet — a reminder that this 
is a so-called strategic enterprise, in terms 
of its contribution to the nation's econ- 
omy. Inside, the crushing mills turn with a 
deafening roar. The biggest yet made by 
the Soviet Uralmash works in Sverdlovsk, 
the mills contain thousands of manganese 
pellets which slowly grind the ore to pow- 
der. The water used in the flotation shop is 
piped in from the Selenge, some 50 kms 
away, and stored in a reservoir about 9 sq. 
kms in area behind a 75-m. dam. Con- 
sumption is around 70 million cu. ms a 
year, but the water is recycled. 

All technical operations at the combine 
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S. old mates in Islamabad have 
written asking me to pay tribute to 
one of the founders and the first prime 
minister of Pakistan, Liaquat Ali Khan, 
to mark the 31st anniversary of his death 
last month. We shall call him Liaquat: he 
would prefer that. 

I met him only once with a group of re- 
porters in London, when he had been in- 
vited to attend a Commonwealth prime 
ministers' conference (January 1951, the 


n _ year, alas, in which he was assassinated). 


e had refused to take part unless he 


—| was assured that Kashmir problems 


would be discussed. The conference 

opened without. that assurance and 
therefore without him. But then it has- 
Шу agreed to his demand and won his at- 
tendance. 

He explained to us that he had not 

. meant to be impolite but only to justify 
his presence. That was characteristic of 
him. He was a leader of strength and in- 
dependence, a born witty debater and 
the champion organiser of the Muslim 
League. , 

Born in Aligarh, in India, he read law 
at Oxford, became a barrister and re- 
turned to India in 1922 to join the All- 
India Muslim League. He launched a 
newspaper to promote his party's march 
to the establishment of a new state, be- 
coming the managing director of the 
daily Dawn in 1942, and, as deputy 
leader of the Muslim League, was ap- 
pointed prime minister of Pakistan in 
1947. Quaid-i-Azam Mohammed Ali 
Jinnah was governor-general. 

They had a difficult task and had to 


are controlled by the Soviet-made com- 
puter on the fifth floor of the administra- 
tion centre. The printers are conventional 


electric typewriters with Roman 
keyboards, and the computer language is 
'English-based. 


According to the Soviet chief engineer, 


Some 50% of the ore at Erdenet contains 


0.8% copper; the concentrates contain 

3% copper and 50% molybdenum. Er- 
‘denet produces annually at full capacity 16 
‘million tonnes of concentrate, which is 
sent by rail to the Urals for smelting — the 
shortage of electricity and technical skill in 
Mongolia prevents the development of 


_ local metallurgy. 


Mostly as a result of the development of 
Erdenet, the proportion of minerals in 
total Mongolian exports has risen from 
7.1% in 1978 to 16.9% in 1979 and 26.4% 
in 1980, on the basis of value; the quan- 
tities of concentrate involved have not 
been disclosed. When Tsedenbal visited 
New Delhi in 1973, he offered to sell cop- 
per to India, but currently all the output of 
the Erdenet combine — the flagship of 
Mongolian industry, as it is sometimes cal- 

led — goes to the Soviet Union. 
— ALAN SANDERS 
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import food after independence. But in 
four years Pakistan was on its feet — and 
even exported 335,000 tons of rice.and 
wheat to India, Sri Lanka, Turkey, 
Japan and West Germany. Liaquat also 

ed Pakistan into industrialisation, 
established administration and educa- 
tion systems and handled effectively the 
double problem of an influx of refugees 
and an exodus of Hindu bankers. 

The ladies of Islam — for whom he 
had a proud admiration — acclaimed 
him when in 1948 he introduced legisla- 
tion that gave them full rights of family 
inheritance for the first time as wives, 
mothers, daughters and sisters. 

He welcomed an opposition party, 
saying: “We have pledged that the state 
shall exercise its powers and authority 
through the chosen representatives of 
the people. We have kept steadily before 
us the principles of democracy, freedom, 
equality, tolerance and social justice as 
enunciated by Islam.” (He seldom made a 

speech without re- 
ference to Islam.) 

He went on: 
"There is no room 
for theocracy, for 
Islam stands for 
freedom of consci- 
ence, condemns 
coercion, has no 
priesthood. and 
abhors the caste 
system. It firmly 
believes in the 
right of private 
ownership, though 


у 
larged to three infantry brigades, with 
tanks and artillery, but is in need of mod- 


Col-Gen. Jarantayn A vhia, 59, minis- 
ter of defence since September 1978, has 
surrendered 


of a E ot then tor- 
general ) before becoming a 
deputy minister of defence. He has been 
а member of the Mongolian 
People's Revolutionary Party (MPRP) 


it frowns on large accumulations of un- 
earned wealth and is greatly concerned 
over menacing inequalities." 

Liaquat was anxious to unite all Mus- 
lim countries econornically and politi- 
cally, and as soon as he became prime 
minister he visited Iran, Iraq, Syria and 
Egypt. He also established diplomatic 
ties with “liberated” Peking in 1949. 

He told the Pakistanis: “Provincialism 
is most dangerous here. We should 
forget that we are Punjabis, Sindhis, 
Pathans or Baluchis. Everyone of us 
should consider himself a Pakistani 
above everything else. Pakistan can be 
strong only when there is complete unity 
of thought and action amongst us.” 

Liaquat and his family had no money. 
One of his colleagues recalled this month 
that he left no property when he died and 
his bank balance was so small that it 
could sustain his family for less than a 
month. 

He had offered an appropriate per- 
sonal obituary a couple of months before 
he died: “1 do not have riches, I do not 
own property and 1 am happy that I 
not because these things weaken one's 
faith. I have only my life with me and 
that I have dedicated to Pakistan. What 
can I give them except this — that if, for 
the defence of Pakistan and its name, thé 
nation has to shed blood, Liaquat’s 
blood shall be mingled with it." 






(Respectful acknowledgment to a report 
by Prof. Ziauddin Ahmad in Dawn 
Overseas for these forgotten facts about 
à great but forgotten leader.) 


Central Committee since 1971, unlike 
Yondon, who is currently not a member 
of the committee but has been a candi- 
date member in the past. With his pro- 
motion Yondon leapfrogs three first 
deputy ministers of defence, including 
Lieut-Gen. Choyndongiyn Purevdorj, 
the armed forces chief of staff. 

The new chief of the political directo- 
rate is 52-year-old Lieut-Gen. Jugderiyn 
Baljinnyam; he replaces 61-year-old 
Lieut-Gen. Dondovyn Yondonduychir, 
4 former procurator-general who had 
been in the post of leading army 
ideologist since July 1969, and who is a 
central committee member. Baljinnyam 
was a deputy procurator-general in 
1972-78, when he was appointed chief 
military procurator with the rank of 
major-general. In 1981, he was elected 
to the central committee and given a 
deputy of the MPRP's 
powerful party control committee. 

— ALAN SANDERS 
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from the law faculty of Tokyo University, 
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locus of an invaluable old boy network. 
He further indicates that Miti men have 
their own ideas about what a capitalist 
economy should achieve. He mentions 
that Shigeru Sahashi, one of the most for- 
midable and colourful Miti bureaucrats 
and the inspiration for at least three popu- 
lar novels, ^likes to quote [Joseph] 
Schumpter to the effect that the competi- 
tion that really counts in capitalist systems 


is not measured by profit margins but by 
the development of new. commodities, | 


new-technology, new sources of supply 
and new types of organisations." No won- 


der there appears to be a communication 
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the Japanese over the opening of the Ja- 
panese. market. 
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BUSINESS AFFAIRS Ё 


A Philippine private army could upset plantation plans 


Guthrie and the angels 


By Guy Sacerdoti and Sheilah Ocampo 


Manila: Concern over a government- 
sanctioned private army is threatening to 
undermine Manila's attempt to establish a 
large-scale, Malaysian-style plantation on 
the southern island of Mindanao. The spe- 
cial force, Col Carlos “Charlie” Lade- 
mora’s notorious "lost command” 
(REVIEW, Mar. 19), is not the only pro- 
blem the project faces. Questions over 
land rights, corporate structure and gov- 
ernment motives for setting up the planta- 
tion remain contentious issues. 

But it is the presence of the lost com- 
mand — an estimated 275-strong band of 
ex-soldiers and malefactors — that may 
obscure any positive economic effects of 
the venture. A failure with this project 


could set back: Manila’s plans for in- | f 


creased plantation investment signific- 
antly and may become as much an embar- 
rassment for the Malaysian Government 
as forthe Philippines. The 8,000-ha. initial 
oil-palm plantation is a 60:40 joint-ven- 
ture between the Philippine Govern- 
ment's National Development Со. (NDC) 
and Malaysia's newly acquired Guthrie 
group — specifically, Guthrie Overseas 
Ltd. 

Twelve members of the lost command 
are hired guards for the project while the 
rest dominate security in the area. The lost 
command achieved notoriety in opera- 
tions against the Moro National Libera- 
tion Front (MNLF) at the height of the 
MNLF's fight for a separate Islamic state 
in the mid-1970s. So the group's associa- 
tion with the project could embarrass 

- Malaysia, which has a significant Muslim 
Ee 
demora's men could have an effect 
on the project's financing too. On 
November 18, the board of the Common- 
wealth Development Corp. (CDC), a 
British statutory body charged with in- 
vesting in developing-country projects, 
was meeting to decide whether to approve 
an estimated £6 million (US$10.2 million) 
in the NDC-Guthrie Plantations Inc. pro- 
ject, located in Agusan del Sur in north- 
eastern Mindanao. If approval is granted, 
a tandem loan of about US$12 million is 
expected from the World Bank-associated 
International Finance Corp. (IFC). 

Latest reports from the plantation site 
indicate that the project needs working 
capital badly in order to continue planting 
oil-palm seedlings. But CDC sources say 
that as a British Government-sponsored 
corporation disbursing public funds, it 
must be satisfied beyond doubt that funds 
lent do not contravene the CDC's par- 
liamentary charge. Reports of the lost 
command's excesses — in June, for exam- 


ple, nine people were reportedly killed by 
Lademora's men following his candidate's 
loss during a plantation-union election 
(REVIEW, July 16) — have placed the 
CDC in a difficult moral position. 

One group which has been active in urg- 
ing British officials not to invest is the 
London-based Catholic Institute for In- 
ternational. Relations (CIIR). Although 
Ponens active in Latin America, the 

IIR published a pamphlet in August 
(British Investment and the Use of Para- 
Military Terrorism in Plantation Agricul- 


ture in Agusan del Sur, Philippines) which 
was a factor in convincing the CDC to look 
again at the project. 


hree visits to the plantation were sche- 

duled, the last in October by CDC gen- 
eral manager Sir Peter Meinertzhagen, to 
try to convince officials at NDC that CDC 
loan approval would be much easier if 
Lademora and his men were removed 
from the plantation site. In Manila, 
Meinertzhagen met "very senior offi- 
cials," according to CDC sources, who as- 
sured him that the problem of the lost 
command would be tackled. Other 
sources said a meeting was held with De- 
fence Minister Juan Ponce Enrile, Minis- 
ter of Trade and Industry (and NDC chair- 
man) Roberto Ongpin and Philippine 
Constabulary chief Lieut-Gen. Fidel 
Ramos. Assurances were allegedly given 
that Lademora would be removed from 
the area within a specific time, to be re- 


placed initially by a Philippine Constabul- 
ary guard and eventually by the NDC's 
own guard force, currently being or- 
ganised. 

Other military sources say, however, 
that Lademora, who is to retire officially 
from the military next month, will be al- 
lowed to keep his weapons. Given the bra- 
zen control over the region he currently 
exercises, it will be extremely difficult to 
dislodge the lost command. 

The government's plans to open up 
public lands, particularly in Mindanao, for 


Lademora: a question of control, "99% sts омео 


plantations development, were disclosed 
when the NDC charter was revised on Oc- 
tober 25, 1979 — recapitalised at P10 bil- 
lion (US$1.11 billion) and granted "full 
and absolute ownership" of vast tracts of 
land, which were designated as NDC re- 
servations. It was also allowed to circum- 
vent a constitutional limit of 1,024 ha. for 
land ownership for any individual corpo- 
rate entity. Two presidential proclama- 
tions (Nos 1939 and 2041) — signed on 
January 22 and December 9, 1980, respec- 
tively — designated specific parcels of 
land situated in Agusan del Sur province, 
and a portion of neighbouring Surigao del 
Sur, for the NDC's use. This involved a 
total of 40,550 ha. which was ordered to be 
withdrawn from sale, settlement, explora- 
tion and exploitation. The clause “subject 
to private rights if any there be" was 
added. 

A presidential decree (PD 1766) issued 
on January 11, 1981 (six days before mar- 
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tial law was lifted and legislative powers 
were transferred to the Batasang Pam- 
bansa or National Assembly) declared 
these public lands as the NDC's contribu- 
tion to the equity of the plantation joint 


ventures. The decree also established pro- 
cedures wherein the NDC could be issued 
land-title certificates, This was necessary 
to establish proof of the NDC's legal right 
to work the land. 

Within the 28,700 ha, specified in presi- 
dential proclamation 1939 was the initial 
8,000 ha. allocated for NDC-Guthrie. 
(NDC-Guthrie plans to acquire a total of 
24,000 ha. for expansion to feed two pro- 
posed crushing mills on the plantation 
site.) The towns of Rosario and San Fran- 
cisco in Agusan del Sur, and a portion of 
Surigao del Sur, are included within the 
areas. One of the initial suitors for a joint 
plantation venture їй {һе area, Dunlop 
Holdings of Britain, gave up its palm-oil 





D ri aW Г Nt. P м 
Clew in Agusan: security or protection? 


plan last year as a result of stiff local op- 
position as well as reported internal finan- 
cial difficulties. Its 5,000 ha., situated in 
the oldest settlement town in Agusan, was 
a part of the 11,850 ha. specified in the sec- 
ond presidential proclamation (2041). 
When the government's plantation 
scheme was begun, the provincial authorities 
and the local population launched strong 
opposition to the two presidential pro- 
clamations. A fact-finding team was desig- 
nated by the Agusan del Sur governor, 
Valentina Plaza, to investigate the entry 
of agribusiness corporations. Its prelimi- 
nary report in April 1981 revealed that 
several portions of the NDC reservations 
were in fact existing towns and old settle- 
ments occupied by cultural minorities and 
pioneer settlers. А 
Furthermore, these lands had already 
been surveyed and patented and were 
awaiting distribution to local claimants. 
Opposition to the two proclamations was 
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premised on the belief that large chunks of 
public lands in Agusan province were to 
become not only plantations for Guthrie 
and Dunlop, but for other similar ven- 
tures. Critics said small landowners, who 
have tilled their land for years, would be 
reduced to landless labourers on the plan- 
tations. 

Guthrie did not expect to be involved in 
land disputes, thinking that if any cropped 
up, it would be upto the NDC to sort them 
out. But the NDC did not have the money 
to pay for the settlers' land. At first, Guth- 
rie thought that, without titles to their 
land, the settlers could be removed by the 
government without compensation. But 
later. it changed its approach — possibly 
learning from Dunlop's failure to placate 
local opposition — and offered outright 
payment to occupants who were willing to 
sell their land. It decided to bring farmer- 
settlers in as plantation workers with the 





promise of free housing inside the site. 
Others were enticed to sell their land with 
the promise that they could recruit three 
plantation workers from whose salaries a 
commission could be deducted for the 
former landholder. 

The REVIEW learned during a visit to 
the NDC-Guthrie project earlier this year 
that 2,000 workers were hired to clear the 
site and plant oil-palm seedlings. Bruce 
Clew, the Scottish manager at the site, who 
has had long experience in the plantations 
business, showed the clustered workers’ 
houses and the nursery site for the palm 
seedlings. About 2,000 ha. had already 
been cleared, but Clew was worried about 
whether the proposed 8,000 ha. could be 
planted given the current land-acquisition 
problems. Another problem was the ac- 
cusation by the provincial government 
that NDC-Guthrie's initial clearings had 
trespassed on private property and previ- 
ously licensed forest concessions, destroy- 


ing cash crops and trees. Later, Clew 
sought to win the support of the provincial 
authorities by discussing local grievances 
with them. It is not clear whether this has 
boosted Guthrie's image in local people's 
eyes. 

But the most controversial issue con- 
fronting NDC-Guthrie and the local au- 
thorities is the presence of the lost com- 
mand. Aside from earning his rank and 
reputation as a Muslim rebel-fighter, 
Lademora gained notoriety when he or- 
ganised army deserters into a combat 
force to fight secessionist rebels and later 
to battle against communist guerillas on 
clandestine missions. Lademora made 
Agusan del Sur his home base for two 
reasons. His camp in the Diwata moun- 
tains offers him a strategic position in rein- 
forcing the military presence on the 
Davao-Agusan boundary, where the com- 
munist New Peoples’ Army (NPA) ope- 
rates. More important, it gives him easy 
access to Agusan’s lucrative logging con- 
cessions and gold-panning activities, 
which his men reportedly control. 


ec 1979 the lost command has ter- 
rorised the province by its mere presence 
as well as its overt criminal activities, 
Lademora's men, known as "Charlie's 
Angels," have shown no compunction 
when it comes to killing people though 
there are no known cases of landholders 
affected by the NDC-Guthrie project 
being maltreated by the lost command. 
The joint venture may have been virtually 
compelled to accept Lademora's “protec- 
tion." “They exist,” said Clew when asked 
why he hired the 12 men of the lost com- 
mand as plantation security guards. 
Efforts to remove Lademora or to dis- 
mantle his group have so far failed. A 
memorandum from the chief of the armed 


forces of the Philippines, Gen. Fabian - 


Ver, to President Ferdinand Marcos in 
December 1981, called both for a revamp- 
ing of the regional command and the dis- 
solution of Lademora's troops. The re- 
gional command hasits new leadership, but 
Lademora remains unaffected. Sources 
say Lademora has strong ties with top 
military officials who value his anti-com- 
munist guerillas’ record enough to, in ef- 
fect, condone his alleged abuses. 

Aside from the lost command, there are 
other private armies menacing the area. 
But only Lademora’s men seem to be offi- 
cially tolerated. The lost command's con- 
tinued presence may well substantiate 
what Lademora himself told the REVIEW 
— that he isa resident of San Francisco and 


"not even the government can drive me | 


ош.” 

The way the NDC-Guthrie joint-ven- 
ture corporation was set up is interesting. 
Organised in April 1980, the initial capital 
stock was set at P30 million — 30,000 
shares of P1,000 each. Despite the fact 
that both government-owned NDC and 
foreign-owned (initially British-control- 
led, now Malaysian) Guthrie are permit- 
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responsibility for the Philippines project | 
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further complicated by the failure of PNB | 


ло complete the internal restructuring of | N 
| Guthrie Corp. by early September, as had | 
-been expected. A PNB source said: that 
“technical problems” were to blame for | 
the delay. It is clear, though, that the cor- 
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The right man 
for your business 
dealings in Brazil 


wears this emblem 
in his lapel. 


To assist you with your 
business ventures in Brazil, 
| there is one ideal man: the 
manager of Banco do Brasil 
Why? Because he knows Brazil 
| better than anybody else 
and knows precisely how 
| to orient you in your business 
| transactions and investments 
Today, Banco do Brasil offers 
| you the convenience of 2,000 
bank branches located within 
Brazil plus a network of 70 
foreign offices k ed in the 
world's key financial centers 





| Through these combined 
agencies, Banco do Brasil 
provides a complete and 
versatile array of banking 
services... services designed 
to help businessmen in their 
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commercial transactions as 
well as providing financing for 
the importation of Brazilian 
produc and services 

rough its size and expertise, 
Banco do Brasil stands 
as the main financial agent 
of the Brazilian nation, 
a principal link between 
foreign importers and 
Brazilian exporters 
Last year, Brazilian exports 
totaled 23- billion U.S. dollars 
and comprised such major 
items as household appliances, 
aircraft, shoes, textiles, 
medical-hospital equipment, 
diverse technologies, and 
countless other products and 
services to markets spanning 
the world 
With a population of 120 - 


N AN * SA ( 
VIENNA * WASHINGTON * Zi 


million, over half under 20 
years of age... and with a GNP 
of more than 236 - billion U.S 
dollars, Brazil is fast emerging 
as a formidable member 
of the world economic scene 
So, if Brazil looks promising 
to you, rely on the man with 
the Banco do Brasil emblem in 
his lapel. He really knows how 
to help you with your business 
dealings, investments, and 
joint venture enterprises with 
razilian businessmen 
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` of the Guthrie lease. The 
ld 55% of the project's capital; Sta. Ines 





ny that had previously logged the area, 
d have 5%; Dunlop International, a 
aly owned subsidiary of Dunlop Hold- 
s, would own 18% and Malaysian- 
orporated Dunlop Estates eren jointy 
med by Multi-Purpose Holdings an 
Malaysia) would take a 22% stake 
d manage the scheme. 
Dunlop had earlier rejected other areas 
ороѕей by the NDC in favour of the 














ind th joint-venture document had stipu- 


е of encumbrances.” It soon turned 
, though, that the Dunlop area was 
me to a very large number of squatters, 
ne. of them aboriginals with ancestral 
its to the land and others migrants with 
` strong legal claims. 

—.. The NDC was slow to remedy the situa- 
_ tion, and a joint-venture board meeting 
+ set for the middle of September 1981 was 
~ due to discuss the problem. Dunlop itself 
had made no decision at that time to pull 
` out, but a senior company source said the 
difficulties were by that time “becoming 
very apparent." In the event, Philippine 
. Industry Minister Roberto Ongpin, under 
. pressure from local politicians and squat- 
il ps opposed to the project, effec- 





























oder 

. tively cancelled it three weeks ahead of 

the scheduled meeting. In mid- 

November, Dunlop's machinery was put 
p for sale. 


00 ha. site in the Agusan valley, south | | 
was to - 


(SIM), a Filipino forestry сот- 


„it was said to be freer of squatters, 
ed that NDC would hand over the land 






























The Keck Seng group, which has 8,000 
ha. of plantations in Malaysia, is said to be 
facing similar problems in a joint-venture 
scheme to develop oil palm, rubber, cof- 
fee and cocoa and build a palm-oil refinery 
in the Agusan region. Keck Seng's 8,000 
ha. site is in fact one of those passed over 
by Dunlop as having serious shortcomings 
in land tenure. The consortium — 40% 
Keck Seng, 10% NDC and 50% private 
Filipino interests — has been approved by 
the Board of Investment, but Kuala Lum- 
pur sources said that Keck Seng itself 
would go ahead only if the squatter ques- 
tion is resolved first. 

Boustead Holdings, 5896 owned by 
Malaysia's Pilgrim's Management Board 
and the government-run Felda land-set- 


` A debate rages in India over the pros and cons of 
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_ By Jayanta Sarkar 

| Calcutta: A strong plea to liberalise im- 
ports of technology and equally strong re- 
| sistance to such a move have stirred pas- 
- sions in India. Both sides believe a wrong 
-. decision could prove disastrous. The main 
_ issue, however, goes beyond this debate. 
"This is: should India aim for what has been 
loosely described as the second generation 
of industrialisation? The phrase has been 
used somewhat vaguely to describe an in- 
. fusion of modern technologies into Indian 
industry. 

. Advocates point out that much of 
| India's heavy industry is of 1950s or early 
- 1960s vintage and thus needs technologi- 
cal updating. In practical terms, the first 
` generation of industrialisation is increas- 


¥ s. More than 10% of the country’s in- 
~ dustrial infrastructure is financially sick. 
Nearly 50% of India's exports are still 


ringing the latest technology into the country 


made up of unprocessed or semi-process- 
ed goods. It could get worse, the technol- 
ogy advocates say. If Indian industry is to 
compete in the world effectively, it must 
have cost-efficient know-how. 

But on the other side of the fence, many 
in the country still oppose а free inflow of 
foreign technology. For one thing, the 
more modern an industrial process, the 
more it tends to save labour. With un- 
employment high and still rising, it would 


‚Бе wrong to switch to such sophisticated 


technology, they say. Also, the latest 
technology is expensive and the most ad- 
vanced processes are never offered for 
sale off the shelf. India would have to pay 
a great deal even for second-best, and that 
is bound to show up in the prices of end- 
products. Instead of becoming more com- 
petitive, Indian goods could be less so, this 
camp says. 





plant 10,000 ha. 

with et cards United Overseas Bank 
and the Philippines' Filinvest Develop- 
ment Corp. as possible partners. Now, 
however, a company official told the 
REVIEW, Boustead has “no plans for a 
plantation project in the Philippines.” 


ormerly Danish-owned United Plan- 
tations, too, was looking at areas in the 
Agusan district some two years ago, 
though again its scheme has been shelved. 
United Plantations' new owner, the state- 
controlled foods p Kumpulan Fima, 
is not thought to be interested in further 
expansion outside Malaysia. Sime Darby, 
the sixth. Malaysian plantations group 
known to have explored the possibilities 
of an agricultural project in Agusan, is still 
interested in the Philippines, but has 
switched its attention from oil palm to rub- 
ber and from Mindanao to Palawan is- 
land. Sime Darby looked at a 16,000 ha. 
site in the Agusan region, among others 
on Mindanao.;two or three years ago. 
Climatically and. geographically, a com- 
pany executive said, the location would 
ave proven ideal for growing oil palm. 
But again, Sime Darby rejected it because 
of the presence of squatters and problems 
over land tenure. It hopes to get tite 
US$80-million Palawan rubber project off 
the ground by the middle of next year in- 
stead. 

After Sime Darby’s aggressive takeover 
bid for Guthrie Corp, floundered in 
March 1979 just short of the required con- 
trol point, Guthrie began rapidly buying 
non-Malaysian resources in an attempt to 
deflect future bids from Malaysian-based 
companies. 








Amid. the controversy, the country’s 
premier business daily, The Economic 
Times, reported that an Indian company 
had offered technical collaboration to a 
Singapore firm for production of steel 
tubes. The Singapore party could have ac- 
quired more advanced Japanese technol- 
ogy but that would have required it to ope- 
rate on a much larger scale, which it did 
not want to do. Similarly, Middle Eastern 
and African countries often prefer inter- 
mediate-level technology that countries 
such as India can offer because these suit 
their conditions better. 

But there is always the danger of over- 
stressing the point. For example, the 
Janata Party government, which came to 
power in 1977 for a three-year stint, ran 
into strong opposition when it increased 
emphasis on agriculture and small-scale 
industry. It was charged with trying to put 
the clock back. 

The pendulum has since swung to the 
other side. Defence industries have led 
the way, signing up a number of agree- 
ments to enlist the latest technologies. 
The big business houses, too, want mod- 
ern technology and more often than not 
get it. They are also in the forefront of the 
demand for a freer flow of technological 
know-how. 


NOVEMBER 19, 1882 e FAR EASTERN ECONOMIC REVIEW | 





corporation 


ic 82 2000 ha. of. 


plated 
Guthrie bough 


power "and itrigatiónt com- 
ate now reported to favour giving 
nd to smallholders rather than 





of Britai s declining ‹ 


overseas aid budget i: 


' emg coloured Ed commercial consid ations 


declining | 


ааа. ргоргатте. That aid i 


- not surprising, f for Pri 

argaret Thatcher's govern 

hat a reduction is necessary give 
in's economic problems. Th 

is in any case unsympathetic to the 


| cause of the Third World, and the aid cuts - 
| have been éven'sharper than the overall | 


reduction . in government expenditure 
which has been a major priority of the ad- 
ministration's policies. : 

Faced with little public interest in aid, a 
minister in charge of the programme — 
Neil Marten — who is widely considered 
inefféctual and an inflexible government, 
critical fire is now being concentrated on 
the quality rather than the quantity of 
British aid. The main target i$ the Aid 
Trade Provision (ATP). This was intro- 


duced dy the Labour Puy bon n 


tion) in 1978 in response to p 


nger commercial 


id scrappe th 
ATP disbursements to 
ak 
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` age of aid accounted for by ATP is, how- 


—. gramme for trade-related . 


E CORRER 


The still comparatively small percent- 
ever, misleading. A recent article by the 
independent Overseas Development In- 
stitute (ODI) says ATP “now represents a 
significant poligy instrument in its own 
right." A subsequent report, Real Aid: A 
Strategy for Britain, published in Sep- 


` tember, is even more pointed. It suggests 


that ATP is emerging as “the sharp end of 


British aid policy” and that certain ATP 


deals may mark “the beginning of a trend 
to hijack the entire | aeger pro- 
. purposes. 

Furthermore, the report says that the 


line between ATP and regular aid is in- 


i ол. 





- teria." 





` creasingly being blurred. What John 


Mitchell, a member of the seven-strong 


- Independent Group on British Aid which 
_ drew up the Real Aid report, has de- 
— scribed in a memorably ugly phrase as 


"the ATP-isation of the rest of the aid 
has a variety of effects, in- 

cluding a watering-down of the aid pro- 
gramme’ s declared "development cri- 
This is partly because ATP pro- 
jects do not go through the normal proce- 
dure: identification by ODA officials in 
consultation. with recipient governments, 


_ and then economic, financial and techni- 


cal appraisal as well as scrutiny by the 
ODA's own projects committee. 

Instead, most ATP projects originate 
with a British company wanting help to 
win an export order. The company ap- 


|. proaches the Department of Trade, where 
- the a 
soundness. The ODA 


lication is tested for commercial 
subsequently 
makes a “minimum test of developmental 
soundness,” which tends to be a cursory 
assessment because of the need to move 
quickly to secure a contract and because of 
limited information, A mixed package of 
ATP aid and low-interest credit is usually 
worked out, the magnitude of which, the 
report notes, “. . . is the Department of 
Trade’s estimate of the size of the subsidy 
needed to win the contract for the British 
firm. This, of course, means that such con- 
tracts are in effect poached from other ex- 
porters and that there has been no trade 


= Creation.” 


Most of the projects tend to be very 


Ly large, and to be suggested by the big 
= names of British industry such as Plessey, 
` Rolls-Royce, GEC and Davy McKee, 


looking for contracts in middle-income 


| and relatively creditworthy countries. 


(The original aim was to help small- and 


medium-sized exporters.) The projects 


rarely fit the aim of “relieving poverty.” 
Real Aid chairman Prof. Charles Elliott 

— a specialist adviser to the House of 

Commons’ select committee on overseas 


.. development from 1976 to 1980 and cur- 


rently director of the charity Christian Aid 
— says that there are now “irresistible 
pressures" to subsidise generally uncom- 
petitive firms or those which have hitherto 
enjoyed quasi-monopolies at home or 
abroad. This, he points out, conflicts with 
the government's policy of encouraging 
industrial competitiveness. 

Elliott also doubts the effectiveness of 
ATP even on its own terms. The govern- 















ie Earlier th year, 

Peter Rees said commitments of public 
funds worth £174 million under the ATP 
programme had resulted in orders of £760 
million. 

This is a multiple of more than four — 
considerably better than the pound-for- 
pound return which officials convention- 
ally cite as the average return on aid. 
(How aid is evaluated depends on the au- 
dience. Businessmen are told that aid 

"makes sense" in terms of orders Да) 
British equipment and expertise; the 

"development lobby" is told that aid is its 
own justification, and is steered towards 
the most needy.) 

Increasing the commercial element in 
aid disbursement is a way of subsidising 
exports without technitialy infringing 
General Agreement on Tariffs and Trade 
(Gatt) rules. The government, for exam- 
ple, has tried to win export orders from 
China and India for System X, a digital 
telephone-exchange system developed at 
a cost of £200 million, by linking it with aid 
money. Both the government and the 





companies involved in the development of 
System X believe that a major export 
order might pave the way for many other 


orders (Int , REVIEW, Mar. 26). 
The Elliott report condemns this use of aid 
to secure a first order as “а perversion" of 
the objectives of overseas assistance. 


T" other E puo illustrate the work- 
ings of A station 
in Bihar, India, decks э not only from ex- 
port-credit cover, but also gets £65 million 
from ATP, £75 million of debt cancella- 
tion and a British assurance on a resumed 
schedule of drawings from the contribu- 
tions of the International Development 
Association, the World Bank's soft-loan 
affiliate. 

The ODI report notes that the project 
will not be put to tender, even among 
British firms. "It thus appears that, within 
four years of its introduction, the ATP has 
begun not only to influence the orienta- 
tion of the regular bilateral-aid pro- 
gramme but even to suffuse [British] po- 
licy on multilateral contributions via the 
World Bank with strictly domestic consid- 


e ee. 


er for Trade | 








| лаза British contractors." 
. One disturbing aspect of ATP projects 
is that the benefits are accruing to promi- 
nent British firms which have the trade 
minister's ear. There are obvious dangers 
in such a personalised procedure. Also 
abolishing tendering for public contracts 
financed through ATP conflicts with the 
government's free-trade stance and with 
the open public-procurement policies of 
Gatt and the Organisation for Economic 
Cooperation and Development, which are 
supposed to be obligatory among Euro- 
pean Economic Community members. 

In the case of the Orissa mill, which has 
been discussed by Indian Prime Minister 
Indira Gandhi during her recent visit to 
Moscow and was on the agenda for 
Thatcher's New Delhi stopover on her 
way back from Japan, China and Hong- 
kong, a £1.25 billion contract was won by 
Davy McKee. The letter of intent was sub- 
sequently revoked, but critics noted that 
to the extent that Davy's tender price was 
above that of its closest (West German) 
competitor, t itish money was aid for 
the company, nat the receiving countries. 

Critics also complained that the pack- 
age was almost identical to an ATP ar- 
rangement but came out of the normal 
budget. “The deal was broadly agreed'by 
the Department of Trade and by the prime 
minister during her visit to India in [early] 
1981, and confirmed in October 1981 be- 
fore ODA's appraisal had been carried 
out," says Real .Aid. 

The authors of Real Aid recommend 
that the aid-trade provision as an element 
in the aid programme should be progres- 
sively reduced and ultimately abolished. 
Industry, however, disagrees strongly — 
and a report published in October by the 
Confederation of British Industry (CBI) 
would seem to confirm Elliott's fears. The 
report — drawn up by a CBI working com- 
mittee on export credits headed by Davy 
McKee chairman, Derek Glenton — esti- 
mates that some 7 million jobs in Britain 
are directly or indirectly supported by ex- 
ports, and "acknowledges the importance 
of the growing association between aid 
and trade." It calls for more aid to be tied 
to British goods, and for “а substantial in- 
crease" in ATP. 

The report also recommends that the 
Department of Trade should have a great- 
er or even overriding say in determining 
ATP priorities. The committee's view is 
that ATP funds represent outstanding 
value for taxpayer's money because they 
are used only to “top up" sound commer- 
cial bids, and can be used to win business 
in markets where Britain has not previ- 
ously operated a significant aid pro- 
gramme. Unless more ATP funds are allo- 
cated, the committee warns, British firms 
will be unable to remain in competition for 
major world ا‎ business. 

е government, for its part, has made 
little attempt to rebut the criticisms made 
in the Real Aid report. It has stated its op- 

ition in principle to mix credits but says 
it will at least match the practice of other 
nations "in its national interest." [г] 
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DEPEND 
onthe Dutch bank 


on hand in Asia 


Why should a businessman, in Hong 
Kong, looking to finance a project in Jakarta, 
come to a Dutch bank? 

Or one in Tokyo wanting to do business 
in Colombo? 

Because the bank in question is Amro 
Bank. 

Asone ofthe leading commercial and 
investment banks in The Netherlands, Amro 
brings to business all the resourcefulness and 
reliability you expect from the Dutch. 

And as a major force in inter- 
national banking with assets of over 
US$ 44 billion, we bring strength and 


experience as well. 

But we bring something further, the 
distinctive qualities of Amro - speed of 
decision, flexibility of action, precision of 
response. 

They are qualities that have been going 
down well with you. In fact you can depend on 
it. So get in touch with us in any of the cities 
below, or contact our head offices at 
595 Herengracht, Amsterdam. 

(Tel: (20) 28 93 93. Telex: 15070 amro nl) or 
119 Coolsingel, Rotterdam. 
(Tel: (10) 30 49 11. Telex: 22211 amronl). 


OJamro hank 


amsterdam-rotterdam bank nv 


Colombo, Hong Kong, Jakarta, New Delhi, Singapore, Taipei, Tokyo. 


Dutch,dependable and developing worldwide. 


BMW.The name says it all. 


BMW. It’s the fast, simple way of describing 
unparalleled consistency. Because the BMW 
range consists entirely and exclusively of pro- 
ducts created for driving pleasure. Marine en- 
gines, motorcycles, above all, cars. And these 
cars especially — regardless of size, engine ca- 
pacity, or the number of doors — are all identical 
in both character and appearance. They are al- 
ways the pioneers of dynamism and technology. 
And their exclusivity is always enhanced by 
compact, functional styling. 

Join the world’s most discerning drivers 
and opt for the subtle difference that mirrors 





your own attitude to life. Because when you 
choose a BMW, you don’t merely acquire an ex- 
clusive car. You also gain a product that em- 
bodies all those characteristics of success 
which are so typical of yourself. 


Model and equipment availability in the 
BMW international range may vary from country 
to country. 


Hong Kong: 
BMW Concessionaires (H.K.) Ltd., 63, Waterloo Road, 
G/F., Kowloon, Tel.: 3-7145271 
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Indonesia: 
P.T. Tjahja Sakti Motor Corp. JI. Cikini Raya No. 70, 
Jakarta Pusat, Tel.: 348203/321375 

Malaysia: 
BMW Concessionaires (M) Sdn. Bhd., Wisma MCA, 
Jalan Ampang, Kuala Lumpur, Tel.: 418555 

Singapore: 
Performance Motors Ltd., 475 Tanglin Halt Road, 
Singapore 0314, Tel.: 638788 


Brunei: 
Performance Company Ltd., No. 1 Bangunan 
Gadong Properties, P.O. Box 2394 Jalan Gadong 
Bandar Seri Begawan, Tel.: 20383 


Taiwan: 
Pan German Motors Ltd., 349, Tun Hua North Road, 
Taipei, R.O.C., Tel.: 7813101/7510173 


Thailand: 
Continental Auto Centre Co., Ltd., 6, Rong Muang Soi 
5 Rd., Bangkok 5, P.O. Box 5/120, Tel.: 214-2521-7 


While vou 
a Letter of Credit to 
be shut out of a 


You've won that big contract. You have to deliver fast. All you need now are some 
component materials from abroad. Which means a Letter of Credit that loses its way 
is all it takes to kill the deal. If you've lived that nightmare before, you don't have 
to now. Because Chase has brought international trade up to the twentieth century 
with the electronic Letter of Credit. ` 


The moment our equipment takes your input, your Letter of Credit is 





wait for 
be opened, vou could 


really great deal. 


instantly on its way. And once the documents clear locally, the seller is instantly 
paid. (Of course it never hurts to keep suppliers happy). 

When you need your next credit with the same supplier, we only ask ‘How 
much?’ and “To Whom?’. That's because of electronic retrieval. 

Now, more than ever, time is money. So if you'd rather give your customers 
product than excuses, give Chase a call. In the race against time, the Chase is on. 


© The Chase is on. 





In Singapore, 
the way they were 


At Singapore's 
Century Park 
Sheraton, you are constantly 
reminded that the gracious 


Century Park 


Sheraton 


living of the turn-of-the-century is never far away. 


You sense it everywhere. 


In the luxurious appointments, relaxed 
atmosphere of restaurants and bars . . . in the 
peaceful setting that makes you wonder if you 
are really in the shopping and entertainment 
heart of Singapore. You'll like the way we are. 


Century Park Sheraton . 
Singapore 


Where style surrounds you. 


Nassim Hill, Singapore 1025, 

Tel: 7379677 

Telex: CPHSIN RS21817 & RS33545 
Operated by: 

ANA HOTELS INTERNATIONAL 
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Have You A Farm? 
Then You Must Have UTB Machinery! 





Universal Tractor Brasov offers: 


— a wide range of farming and industrial tractors machinery delivered under SKD/CKD form 
of powers ranging between 26 and 360 HP — technical assistance for assembling lines and 
wheeled and crawler types, used for agricul- training program for buyer's personnel 
ture, sylviculture, vegetable and fruit growing, | — prompt delivery of spare parts 
forestry, building trade, transport jobs — competent service network 
— farming machinery for all specific tillage jobs 
— harvesting combines Apply for full information on the whole range of 
— trailers products and services offered, to the foreign trade 


— assembling lines for tractors and farming company: 





Universal Tractor Brasov 


Head Office 
5, Turnului St., 2200 Brasov-Romania. Telephone: 921/12661, 18695 Telex: 61335, 61336 
Branch Office 
19, Lipscani St., Bucharest-Romania. Telephone: 90/138713 Telex: unitra 11189 


A Work of Art. 
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Now for the good news 


The World Bank tells Indonesia that despite its economic 
problems the bank will.not reconsider lending commitments 


By Manggi Habir | 
Jakarta: Concluding his five-day visit to 
Indonesia, the largest World Bank bor- 
rower in the region, World Bank presi- 
dent A. W. “Тот” Clausen said despite 
‘the country's economic difficulties, the 
bank felt no need to reconsider its lending 
programme or propose a delay in its pro- 
jects. Clausen’s remarks came amid grow- 
ing discussion on the need to re-order the 
priority of development projects because 
government earnings are falling short of 
budget estimates. 

Given the country’s worsening balance 
of-payments situation there has been con- 
cern that the bank might consider changes 
in its lending programme. Describing the 
world economy as being “in a most dif- 
ficult situation” with a still-uncertain out- 
look, Clausen acknowledged that the next 
few years will be difficult, And to reverse 
the trend in Indonesia’s current-account 
deficit, which he estimated at around 
US$6-7 billion in 1982, difficult budget 
and regulatory choices would have to be 
made, he said. 

The options he outlined, mostly in the 
nature of long-term structural reforms, 
were mobilising more domestic resources 
by increasing the efficiency of the tax and 
banking systems, developing the non-oil 
export sector to reduce the economy's re- 
liance on oil, and making prices reflect 
their true economic cost by reducing sub- 
sidies and trade barriers. 

In spite of World Bank urgings to re- 
duce trade barriers ahead of the late 
November meeting of the General Agree- 
ment on Tariffs and Trade, the Indonesian 
authorities in the first week of November 
came out with a new import regulation 
which will restrict imports of various 
goods. The new rule requires that certain 
items which can be produced locally can 
only be brought in by government-ap- 
proved importers. The rule covers seven 
broad groups: electronic and electrical 
goods, chemicals, motor-vehicle spare 
parts, metals, machinery and spare parts, 
textiles and heavy equipment and spare 
parts. 

Reaction to the measures has so far 
been mixed, with their full effects still not 
clear. One large bank told the REVIEW 
that imports of these items, which account 
for less than 20% of daily import transac- 
tións, have since November 9 been tem- 
porarily held up pending further clarifica- 
tion from the authorities. 

With no change expected in the bank's 
lending policy, agriculture and energy will 
remain the top-priority sectors. Out of 
total World Bank commitments to In- 
donesia, which on June 30 amounted to 
US$5.6 billion, 36% went to 45 projects in 
the agricultural sector, 27% to 14 projects 
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in the energy sector and the rest divided 
among industrial development, transport, 
education, urban development, popula- 
tion, technical assistance, tourism and 
telecommunications. 

Clausen told the REVIEW that in ag- 
riculture the bank will continue to support 
further investment in irrigation, agricul- 
tural extension and research and the deve- 
lopment of estate and smallholder tree 
crops. In future, there will be increasing 
emphasis on the development of dry-land 
farming and secondary foodcrops. 

In the energy sector, the bank's focus 
has been on assisting the government's po- 
licy of reducing dependence on oil as fuel 
for electricity generation. One of the 
bank's largest projects is the Bukit Asam 
coalmine project in South Sumatra which 
will provide coal to another bank-financed 





project, the Suralaya power station in 
West Java. Of the total project cost of 


US$1.3 billion for the Bukit Asam pro- | 


ject. the World Bank will provide US$185 
million; development agencies from 
Canada, West Germany and the Nether- 
lands US$183.5 million, while US$205.7 
million will come from external sources — 
mostly export credits — and the rest from 
the Indonesian Government. When com- 
pleted around 1986, Bukit Asam is ex- 
pected to supply 3 million tons of coal a 
year which will be transported by rail from 
the mine to Panjang port then shipped ac- 
ross the Sunda straits to the Suralaya 
plant. 

Total World Bank lending, accounting 
for about 14% of the country's total exter- 
nal public debt, is still relatively small. 
(Most of it is through the International 
Bank for Reconstruction and Develop- 


= — 


ment, the ordinary-lending department of 


the World Bank, rather than through its 
soft-loan window, the International Deve- 
lopment Association — IDA.) J. E. Is- 
mael, a director of the central bank, Bank 
Indonesia, recently said the country’s ex- 
ternal public debt outstanding as of March 
31 was US$16.5 billion, of which 63% was 
from official sources or multilateral agen- 
cies at concessional terms, while 37% was 
from commercial banks and financial in- 
stitutions, 

He explained that the government has 
concentrated so far on maximising inflows 
of official development assistance and of- 
ficial export credits for financing develop- 
ment projects. Carrying softer terms, 
these loans help to keep the debt-service 
ratio low: he estimated the ratio at around 
14.9% for 1981-82 if gas and oil exports 
were calculated on a net basis. 

The use of commercial borrowings, on 
the other hand, makes for greater flexibil- 
ity as it is not tied to any specific preter: 
Ismael pointed оці that though these 
funds are intended to be used for medium- 
term  balance-of-payments | adjustment, 
aside from the time of the Pertamina crisis 
in 1975 these borrowings have been used 
to finance those development projects 
which are less likely to receive official 
development assistance. 

This is the main reason why participa- 
tion to date in World Bank co-financing in 
Indonesia — for example for the Bukit 
Asam coal-mine project — has been and 
remains limited to official and export-cre- 
dit agencies. The borrower, who decides 
on the composition of the bank's co- 
financing participants, is still able to ob- 
tain funds on soft terms from these official 
agencies. For example the US$33 million 
loan for Bukit Asam from the Canadian 
International Development Agency car- 
ries no interest and comes with 10 years” 
grace and a 50-year repayment period. It 
is also argued that if Indonesia were to 
choose commercial banks as co-financing 
participants, it would have less funds 
available in the international-bank market 
for general-purpose borrowings. World 
Bank sources argue, however, that banks 
will be prepared to increase their total ex- 
posure to a country if part of that exposure 
is in the form of a joint financing with the 
World Bank. 

But as Clausen told reporters, with offi- 
cial development assistance not: growing 
in real terms and commercial banks be- 
coming more cautious, the World Bank is 
holding board-level discussions to find 
ways to enhance co-financing with com- 
mercial banks. Some international banks 
have indicated interest in participating in 
World Bank co-financing schemes be- 
cause of the lower risk associated with 
World Bank loans; others are cautious, 
feeling that risk depends more on the ap- 
petite of the bank to lend to a certain bor- 
rower at given market rates. 

Nonetheless, observers fec! Indonesia 
still has sufficient financing options open 
to it and it is expected to be able to con- 
tinue to use official development assist- 
ance and export credits for the World 
Bank's co-financing schemes. B 
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he Korea Exchange Bank has 37 overseas offices located in 

strategic market areas around the world which help us to keep 
ahead of many of the complicated problems that can arise in today's 
fast changing economies. 


Let us take the guesswork out of your banking, whether it be in 
Korea or anywhere else in the world. The Korea Exchange Bank— 
the Korean bank that's an international bank. 


dda. 
KOREA 3, EXCHANGE BANK 


— KOREA'S LEADING BANK — 


Head Office: C.P.O. Box 2924 Seoul TELEX NO. K24244, K24245, K27237, K27254 Cable Address; KOEXBANK SEOUL Tel; 771-46 
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government targeted farm extension at in- 
dependent farms; in the 1960s neighbour- 
ing farms began cooperating in operations 
such as spraying, rice breeding and seed 
multiplication. In the 1970s farms began 
pooling machinery. 

Now the government is actively en- 
couraging joint farm management. Farm- 
ers retain ownership and continue to har- 
vest their own tracts, but groups of 20-30 
farmers on contiguous tracts will meet and 
discuss mutual-help arrangements. The 
farms are too small for each farmer to buy 
all types of machinery, so each will buy a 
different one and lend it to his neighbours. 
The government is providing cut-rate 
loans for machinery. If some want to leave 
for work in the cities, they can pay wages 
to members of the group to farm their 
plots. An estimated 10% of farmland in 
Taiwán is now operated under joint 
management; the government's target is 
259 


7o. 

The third portion of the land reform has 
not yet been passed into law. It would 
make it easier for landlords to leave farms 
and lease the land to other farmers. Mao 
Yu-kang, director of the Land Reform 
Training Institute, said one effect of the 
first land reform was to over-protect ten- 
ants at the expense of landlords. As a re- 
sul, some owners would rather leave their 
land idle than risk leasing it. Mao expects 
a new law to be passed in 1983. 

Agricultural planners know what the 
problems are in the system. The trouble is 
how to reform the sector without causing 
instability and social turmoil. Economists 
argue that, for the sake of the general 
health of the economy, the problems 
should be solved as soon as possible. 
Otherwise, they say, Taiwan — which 
looks up to Japan as a model for industrial 
development — may take another leaf out 
of Japan's book: inefficient farms. a 


mre ا‎ re eee 


strengthening ties, “Taiwan has advanced 
technology in agriculture and something 
to offer,” commented a foreign analyst. 
“China doesn’t have the technology or 
money.” In the case of Indonesia, where 
Taiwan has two missions, the agreements 
were negotiated through the two coun- 
tries’ chambers of commerce. One mis- 
sion, in East Java, is involved in soil and 
water conservation, fruit-tree planting 
and livestock farming on slopelands, and 
planting of rice and other crops on plains. 
The second one, in Jogjakarta, is working 
to improve crop production on terraced 
and slope lands. 

Except in the case of Saudi Arabia, 
where three agricultural missions teaching 
agriculture, rice breeding and farm 
"mechanisation are attached to the Saudi 
Ministry of Agriculture, Taiwan foots the 
bills of the aid programmes, paying 
salaries and travelling expenses and pro- 
viding machinery, equipment, fertilisers, 
seeds and insecticides, Most of the host 
countries provide housing and office 
space. In addition, thousands of foreign 
technicians have come to Taiwan for train- 
ing under the programmes, which run on 
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Radio Handbook. 


Now the 1983 edition of the Two Way Radio Handbook 
is available. The undispensable aid for designers and 
purchasers of mobile radio networks. 

Containing, the information you need when 
designing or expanding a radio network, as well as 
single components. r 

The Radio Handbook is pedagogicly presented and 
easy to use, divided in three sections: 

BASIC RADIO SYSTEMS. 11 different basic systems, 
which in principle determine the capacity, range and 
basic facilities of the radio network. : 

APPLICATIONS ORIENTED SYSTEMS. 34 applica- 
tions, created on the basis of the experiences and needs 
of various special trades. 

HARDWARE EQUIPMENT. The components are 
clearly presented with pictures, function description 
and technical data. "RE 

Start your planning ў 
by sending for your 
copy of the Two Way | 
Radio Handbook 1983. 

In the next step à; 
you should get in 
touch with us. 

One of our radio 
consultants will 
be able to pro- 
vide you with a 
more specific 
description of 
the individual 
facilities ге- 
quired to meet 


Send me a free copy of the Two Way Radio Handbook 1983. 
| O English O German O French O Spanish O Swedish edition Û 
1 O Call me 
| Name: 
i Company: 
І CRA сано =) Postal gode: 
l Country: 


Phone: 


i SRA Communications AB, 
I Land Mobile Radio Division. 
$-16380 Stockholm. Telephone: 08-752 1000. 
L relex: 13545 SRA S. 
— = ып шыш oe 
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d at Canton for use on the Canton- 
hangjian route, a sector on which more 
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ber of foreign oil-company staff 
elling to and from oil rigs serviced 
om Zhangjian in western Guangdong 
nce. There has been some discussion 

ut whether the aircraft may, be used on 
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m four government b 
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zl were vying for diplomatie r 
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he 


8 (Taipei held the China. seat until 
). “Опе nation has one vote in the 
J. remarked Hsu. Taiwan chose the 
edium of agricultural assistance because 


заа already accumulated. rich experi- 


Ice and expertise in the field and because. 


€ rural bases and food shortages of 
frican. countries. d 


| the island pulled out its agricultural teams 
| in the wake of breaks in diplomatic rela- 
| tions. In Upper Volta, one source said, - 
-| half of a 600-ha. rice project had returned 
| to- the. jungle within a few years after 
Taiwan agricultural experts departed the. | nisi 
| scene. in 1973: Several states, including 
ib and Ghana, have reportedly sent |. 


| exploration 


|: more capacity "phncipally because of oil- 
neighbouring 


work in 
offshore regions. A further two. 737$ are 


| believed to be required at Peking. — | 
‘Of the two 747s, one isa 747SP (for spe- 
«cial performance), the short-bodied, long- 
_ range version of which СААС already has |^ 
‘three. The other is believed to be a 747 | — 
| Combi, designed to. carry both passengers 


and freight i in adjustable sections of the 
main deck. Each 747 normally. costs 
around US$75 million, but because the 
747SP was originally intended for another 
airline — which because of the. general 
economic climate was unable to take de- 


livery — observers believe. a substantial 


Taipei had diplomatic ties with 23 African 


nations; today it has relations with five — 

th... Africa, "Lesotho; 

lalawi and the Ivory Coast (and aid pro- 
ammes in the latter four). 


But, according to both government and 


private sources, on technical grounds, the 


programmes have achieved a number of © 


successes. In Lesotho, Taiwan specialists 


‘| have helped quintuple the yields of maize 


and sorghum from 1 tonne to 5 tonnes per 
ha. by improving use of water resources 
fertiliser. By reclaiming large tracts of 


| ind. апа introducing advanced methods 
ж cultivation, Taiwan has turned Malawi- 
| intoa tice-eating country — and one with 


production left over to export. Liu Hoh- 
tu, director of the Foreign Ministry's De- 
partment of African Affairs, recalls that 


during his six. years as ambassador to | 
Sierra Leone from 1965-71, Taiwan's аѕ- 
-sistance helped the West African nation * 
cut annual rice imports from 40,000 to 


22,000 tons — despite a rapid increase in 


population and higher levels of rice con- |: 
sumption. 


aiwan officials say, with perhaps a a 


touch of smug satisfaction, that some of - 


the projects i in Africa went to seed after 


: agricul- 
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und of a dong erige between Boeing . 
d. McDonnell Douglas (MD). for 


| China's potentially enormous market to` 


eplace its fleets of aging D iat and. 


waged ‘and continues ewen CAAC апі 
China's. Ministry: of Aviation Industry 


over which. United States „мапу бошо. 


been ыз 50 {агу ап 


would seem that СААС and 
won the first round, both struggles appear : 


likely to continue. However, it is believed 


that as а sop to MD and the ministry, 
China has also ordered two of MD's DC9 | 
short-to-medium-range, twin-engined air- | 
liners worth about US$16 million each. 


perhaps inevitable that the focus of ; bx 
Taiwan's largesse would shift, and indeed ; F5 
it did, to Latin America. Today, 20. of 3 
missions are in 14 countries in South 
Central America and the Caribbean.’ 


| teen of the 14 states have ties with Taiwan 
the lone exception being Ecuador. Taiwan 


has a mission even in Nicaragua, where : 
Chinese agricultural experts have d 
veloped a number of stunt-resistant strai 


'of corn. 


In. Latin America, as in Ай. | 
Taiwan's technical assistance. has helped : 
Third World countries feed themselves: .. 
better... In. the. Dominican Republic, 
Taiwan has introduced three varieties of | 
rice and established what has become one: : 
of the leading rice research and develop А, 
ment. centres. іп Latin America.. In 


Panama, one mission planted okra and 


yellow melon, crops. which the Central . 
American country now exports to the- 
United. States. In Paraguay, experts: 
helped. eradicate a swine disease by de 
vel га new vaccine. In Boliv 

iwan introduced tea plants from home 


| Bolivia nowexportsthetea. o a sasra 


“In. terms Of diplomatic relations 
Taiwan has fared much better in Latin 


America, where more than half the coun- : 


tries with which it has diplomatic ties are 
situated. While it is difficult to assess th 


political influence of ‘agricultural assist- 
ance,it seem clear that the programmes 


are trying to. do. every- 
` to maintain good rela- 





MEM коже ce mm o iê А: 


иш | н HONG KONG шшш 


This comprehensive listing of | 


Hong Kong's top people with 
photos has now been updated. 


ов compiling the names - 


included in this book, the 
editors and researchers г 


; selected those figures who are | 


leaders i in oir fields; in 


С professions ‘manufacturing 


i Over 500 individual names 
«and addresses, most of which 


анн. 


market mailing aid. 


WHO'S WHO IN HONG ~ 
KONG is a valuable research · 


tool for scholars and jour- 


nalists, both at home and 


abroad, and a handy ref: 


ence book for businessmen’ 
overseas interested in the 
affairs of the Colony. oe 


The book also catalogues. 
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Mondale; Glenn: protectionist laws still a possibility. 


TRADE 


No give, no take 


Stalled trade talks mean Washington's attitude 


is now hardening against Tokyo 


By Robert Manning 


` Washington: Frustrated United States 


trade officials are pondering their next 
move after two weeks of unsuccessful 


— -trade talks with the Japanese which ended 
` at the beginning of November. The stalled 


talks centred on beef, citrus and tobacco 
exports to Japan. The only bright spot was 
a tentative agreement on achieving equal 
access to each others' markets in high 


. technology. 


On beef and citrus, Washington sought 
an end to Japanese import quotas after a 
current US-Japan import agreement ex- 
pires on March 31, 1984. But Tokyo re- 
jected the American proposal outright 
and failed to produce any counter-pro- 
posal, though the Japanese were prepared 
to offer concessions on six other agricul- 
tural items. To show their dissatisfaction, 


- American negotiators walked put a day 


early from the talks, held in Honolulu. 
However, US officials have sub- 


'sequently hinted to the REVIEW that a 
“compromise might emerge in future talks. 


One possible formula being discussed is 


-for Japan to double its beef quota and sea- 


sonally adjust its citrus quota. This might 
be acceptable to the administration of US 
President Ronald Reagan if it were linked 
to a timetable for a phase-out of quotas. 
On tobacco, the US is seeking an end to 
barriers on the sale of American cigaret- 
tes, which include restrictions on market- 
ing, advertising and the number of retail 
outlets available. The Reagan administra- 
tion expresses the greatest concern, how- 
ever, over the 35% tariff which lifts the 
price of American cigarettes to US$1.02 a 


pack, more than a third more expensive 
than most Japanese cigarettes which sell 
for about 65 US cents a pack. “The Japan- 
ese have refused to move one iota on the 
tobacco tariff," a disgruntled Commerce 
Department official told the REVIEW. 

US officials emphasise that no further 
progress is anticipated on these issues 
until there is some movement on the Ja- 
panese side. They also downplayed any 
notion that pressure would lessen after the 
November 2 US congressional elections. 
“If anything," one US trade official told 
the REVIEW, "pressure on us from indus- 
try and the congress will increase when 
congress comes back in session at the end 
of November." 


here are two major pieces of protec- 

tionist legislation pending in congress 
— the reciprocity bill, a final compromise 
version of which has been worked out be- 
tween the White House and congress, and 
a local-content bill. The latter has been 
strongly opposed by the Reagan adminis- 
tration. It would require a percentage of 
every motor car to be manufactured in the 
US and would pose a major challenge to 
Japanese car manufacturers. The bill has 
received support from more than 200 
members of the House of Representa- 
tives, but little support in the Senate. Re- 
cently, however, leading Democratic 
Party presidential hopefuls such as Walter 
Mondale and John Glenn indicated sup- 
port for such legislation. After the trade 
talks, US negotiators warned that the bill 
"is not dead yet." 


i-e -— DEPT EN 

h Commerce and State Department 
officials confirmed that the administration 
is now weighing options for retaliation 
against Japan more seriously than it has in 
recent months. While the reciprocity 
legislation, if passed, would only margi- 
nally affect the main areas of contention, 
the administration is considering going to 
the General Agreement on Tariffs and 
Trade in April to press the tobacco-curbs 
issue. 

It is also contemplating à number of 
measures under the US trade law includ- 
ing implementation of section 232 which 
calls for national-security exemptions оп 
some goods and section 103D, the Houdai 
provisions, which apply primarily to 
machine tools. When pressed, however, a 
State Department official told the 
REVIEW: “How far will we go? All we can 
do is keep talking, slowly chipping away at 
restrictions. We are, after all, way ahead 
of where we were five years ago." 

On the high-technology agreement, 
American negotiator Clyde Prestowitz 
told the REVIEW: “The draft agreement is 
a major step forward if it is accepted by 
both governments." The recommenda- 
tions which negotiators are presenting to 
their respective. governments call for 
equal treatment for resident subsidiaries 
of companies from each others' countries. 
This would mean that subsidiaries in 
Japan of US firms would be allowed to 
participate in government-funded re- 
search and development programmes, 
and vice versa. 

The concept is preventive medicine. 
"We want to prevent a number of areas 
such as semiconductors, telecommunica- 
tions [and] fibre optics from becoming 
sore иы Prestowitz said. He attri- 
buted Japanese willingness to cooperate 
in high technology as being aimed at “as- 
suring access to global markets in areas 
where they expect to be world leaders.” 
Other factors were the lack of domestic 
political constraints and the international 
outlook of Japanese firms specialising in 
this field. 

Ironically, while American officials ac- 
knowledge the connection between the 
undervalued yen and market competitive- 
ness, the US Treasury Department has 
reiterated its hardline non-interventionist 
policy towards international exchange 
markets. This is reflected in a recent US 
Treasury position paper on the dollar-yen 
relationship, according to officials. Still, 
there has been some debate within the ad- 
ministration on the yen, with the Com- 
merce Department arguing that Japan 
may be manipulating the yen market. 

There is still optimism, according to 
government sources, that Japan will ex- 
tend its agreement on car exports to the 
US, which expires at the end of March. 
The agreement sets a ceiling of 1.68 mil- 
lion cars a year. But on the overall picture 
of US-Japan trade issues, a senior US offi- 
cial told the REVIEW: “The ball is in their 
court, and we're-not going to let up the 
pressure." He added: “If they are going to 
head off unilateral protectionist mea- 
sures, they need to demonstrate real 
movement on market access. " ш 
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E BOEING 7' 


ISTHE MOST EFFICIENT NEW 
JETLINER FLYING TODAY. 


With fuel savings of up to 47%, the Boeing 757 can keep Southeast Asian airlines a step ahead of rising 
fuel costs. 

The 757 is equipped with quiet, fuel-efficient engines. It's built with advanced, lightweight materials. 
And it features computerized flight controls for the most economical operation of the aircraft. 

The new generation 757 also has a spacious single-aisle design. Overhead stowage compartments are 
large enough to accommodate carryon garment bags. 

And the 757 has the lowest cost per seat mile of any jetliner in its class. It can carry 186 passengers in a 
mixed class configuration and up to 239 all-tourist passengers. 

Fuel efficiency. Advanced technology. Passenger comfort. Add it all up and you'll see why flying will 
continue to be the world's best travel value. BOEING 





Four wheel drive finds its ultimate application in the Audi Quattro. Together with the 

car's high performance chassis it puts the entire, highly sophisticated package firmly on the road. 

The result? Neutral behaviour when cornering at speed. Gone are the days of oversteering and 

understeering. The Audi Quattro goes just where you send it; no more, no less. Four wheel drive 

also means that the power produced by the turbo-charged engine is evenly distributed to all four 
wheels to give consistant power even on the worst road surfaces. 

The 2.2 litre five cylinder fuel injection engine with its exhaust-driven supercharger 

produces 147 kW (200 bhp) and accelerates from 0 to 100 km/h in 7.1 seconds flat. It comes as 

no surprise to learn that the rally version of this high performance car is currently the leader in 


the international rally championship. Audi. German technology at its best. 








The Audi Quattro. 
new technologica 
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The car pictured is also available in a right hand drive version. Audis are delivered to 120 countries all over the 


gulations tend to vary from country to country. You may find, 





world. Obviously, traffic laws and typ« approval re 


therefore, that the models and equipment actually offered for sale in your country differ from the data given in this 


advertisement. So please ask your nearest Volkswagen and Audi dealer for information rc garding the range of Audi 


models and « quipment valid for your country 


In 1879 we opened a branch office in New York and 
the next year another in London. That's over a century 
ago now and we have come a long way since then. But 
Mitsui is still Japan's oldest and most experienced trading 
company. 

Over the last 100 years we have succeeded in estab- 
lishing branches in most countries of the world. Mitsui is 
a vast trading company with the objective of promoting 
and expanding the internationalization of free trade. We 
have found that, by putting roots down in the four corners 
of the world, we are able to contribute to trade promotion 
and the economic development of many countries. [n spite 
of differing climatic conditions we have taken root in each 
country by adapting to the local economic climate, and 
we have assisted in the spread of the green belt of 
prosperity. Sowing the seeds of a new strain is proving of 


benefit to everyone. 

To accomplish this we have needed the backing of 
technology. We are active in the promotion of technoloay 
transfers from Japan to the rest of the world and vice 
versa. А good example is our pioneering introduction of 
biotechnology to Japan. 

In cooperation with the people of the world, we are 
striving to cultivate new strains and to promote the ex- 
change of seeds globally to ensure good harvests in the 
years ahead. 


MITSUI & CO., LTD. 


1-2-1, Ohtemachi, Chiyoda-ku, Tokyo, Japan 
C.P.O. Box 822, Tokyo Cable: MITSUI TOKYO Telex: J22253 








From the dawn of the world, to the ends of the earth 
-it’s just like coming home 


Great people to fly with 


PIA FLIES TO 57 DESTINATIONS ON 4 CONTINENTS: ASU DHAB AN, AMSTERD. AM в С G IAIN, BEIJING E ЗА ^ >. CHITRAL, COLOMBO, COPENHAGEN, С 5, DHAHRAN, DELH 
DACCA DUBAI, DOHA, DAR-ES-SALAAM, О! KHAN, FAIS ANKFURT. GI 1Y 3 STANBUL ^ UWAIT, KUALA LUMPUR. LAHORE. LONDON. MANILA 
MOENJODARO. MULTAN. MUSCAT. NAIROBI NAWABSHAH. NEW PANJGU ASN HA QUE & ROM SAIC Я HAF $ PC KARL SUI. SUKKUR. TOKYO. TRIPOLI. TURBAT 








Faith, hope and a little paradox 


e THE United States now has a strong 
dollar, a feeble economy and a 
stockmarket rocketing on faith that — 
despite losing 26 seats to the opposition 
Democrats in the November 4 mid-term 
elections — President Ronald Reagan 
will indeed stay the course which has 
plunged the country into the deepest re- 
cession since the 1930s. What do these 
‘paradoxes mean for Asia? 

Wall Street's post-election rampage 
thrust the Dow Jones Industrial average, 
the blue-chip indicator, to an all-time 
high of 1,065.49, an eloquent declara- 
tion of the market's belief that the ad- 
ministration has set the economy on the 
path of downward-tending interest 
rates. Wall Street judged the Demo- 
crats' 26-seat gain in the House of Re- 
presentatives a judicious compromise: 
just enough to force reductions in 1983's 
planned defence expenditure and tax 
cuts to relieve the massive budget de- 

its overhanging bond. prices; but too 
little to shift the balance of power against 
the ruling Republican Party. 

Wall Street's election boom also 
added confirmation that the Federal Re- 
serve Board has broken out of the box 
which suspended US interest rates in the 
air while inflation and growth went into 
free fall. Until recently, any sign that the 
Fed was abandoning tight control of the 
money supply had the paradoxical effect 
of driving rates up rather than down. In- 
vestors simply insisted that a sizable “in- 
flation premium" be calculated into 
coupons to insure against the easy- 
money policies which drove bond 
portfolios under water during the past 
decade of stagflation. 

After three years of stern monetarism 
and recession, however, the Fed has fi- 
nally won the market's trust. Since Au- 
gust, cuts in the Fed's discount rate have 
been read as only a postponement, but 
not an abandonment, of the fight against 
inflation. Correspondingly, short-term 
interest rates have fallen, sparking a sus- 
tained rally in equity and bond prices. 
Analysts expect this trend, confirmed by 
the election, to continue to the end of the 
year, shaving up to another point off the 
US prime rate, three points off 90-day 
Treasury bills and bringing the London 
inter-bank offered rate down to 8% from 
its current level of 9.5%. 

This portends significant relief for 
Asia, not only in servicing floating-rate 
commercial debt and permitting lower 
domestic interest rates with less fear of 
capital flight. The Fed is keenly aware of 
the threat to the international banking 
system posed by an insidious combina- 
tion of bad corporate and sovereign 
debts. Lower interest rates provide 
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banks more of the liquidity desperately 
needed to prevent Mexico or Argentina 
triggering the “credit implosion” which 
could drag the world, and Asia with it, 
into depression. 

e BUT since summer the US economy 
has relapsed again deeper into recession, 
arid the question now is whether the Fed 
can continue to negotiate the markets to- 
wards lower levels of real interest — at 
4% (on the basis of short-term rates ver- 
sus consumer-price inflation) still histor- 
ically high for so late in the cycle — with- 
out rekindling inflationary fears. In Oc- 
tober, unemployment rose to 10.495, 
which means 260,000 workers lost jobs 
in that month alone; since June the fig- 
ure is 1 million. The third quarter only 
polished up the signs of stagnation — 
empty order books, liquidated inven- 





tories and listless commodity prices — as 
consumers saved the second-year tax 
cut, rather than toss it on the shopping 
spree businessmen had counted on to re- 
store their balance-sheets. 

Moreover, the prolonged recession is 
refashioning the forces which will shape 
a recovery. Real household incomes 
have improved strongly for the first time 
in any recession, owing to the sharp drop 
in inflation, the recent tax cut and the 
booming stockmarket — the latter hav- 
ing added US$450 billion to personal in- 
comes since the sustained rally began in 
mid-August. 

Once the recovery does materialise it 
is expected to be driven by robust con- 
sumer demand. But, unlike experience 
in the past, this will not be fortified by a 
new round of capital investment. Indus- 
try has exceptional slack to work 
through, with capacity utilisation at a 


dismal 65-70%, while positive real in- 
terest rates will continue to encourage 
companies to finance new plant and 
equipment more slowly out of retained 
earnings and new equity. Serious capital 
formation is not expected until 1984 at 
the earliest. Nor can the economy expect 
much stimulus from the government's 
budget deficit, except in defence. 

All this adds up to a consumer-led re- 

covery likely to be slow, weak and un- 
usually vulnerable to external shocks 
such as a Latin American default or es- 
calating protectionism, either of which 
could severely dislocate international 
trade and credit relations. New York 
banks project economic activity picking 
up to 0.5% in this quarter after nil 
growth, or even a decline, in the quarter 
to September and continuing to grow an 
average of between 3.5-4% in real terms 
throughout 1983. This is about two per- 
centage points under the smart re- 
coveries characteristic of the 1970s. 
Moreover, the US dollar is projected to 
remain strong and this will in turn boost 
demand for imports by increasing the 
price competitiveness of foreign-made 
goods (with a reverse effect on exports), 
thus putting pressure on the current-ac- 
count deficit. 
e FOR exporters of consumer manufac- 
tures in Asia this promises a reasonably 
moderate recovery in demand — but no- 
thing like the import surge of 1972 and 
1976 — for consumer electronics, ap- 
parel and general merchandise. Com- 
modity prices are expected to stabilise, 
but not recover their 1980 levels in real 
terms. 

However, the combination of a strong 
dollar, high unemployment and growing 
consumer imports is a potentially explo- 
sive one, now that bilateral trade deficits 
have been heavily politicised before the 
mid-term elections. Although the local- 


‘content and reciprocity bills are unlikely 


to get to the floor of the lame-duck ses- 
sion — the final month (December) of 
the outgoing congress — the 98th con- 
gress will be increasingly sympathetic to 
trade restrictions if the recession drags 
on into the middle of next year. 

If the “roaring '805“ do not yet lie just 
around the corner, there is nonetheless a 
growing faith that the groundwork is 
being laid for a re.urn to a pattern of dur- 
able, balanced and non-inflationary 
growth by the middle of the decade, the 
likes of which have not been since the 
end of the 1960s. *We can see our way to 
а stable expansion around 6% by 1985," 
à senior economist at Morgan Guaranty 
Trust, Steven Roach, commented. *But 
getting from here to there is the difficult 
part." 
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—. By Paisal Sricharatchanya 
— Bangkok: Thailand's ambitious project 
` to export liquefied natural gas (LNG) ap- 
e pears to have been removed from the 
drawing board — at least for the time 
being — after the Thai Government, in à 
. last-minute change of negotiating tactics, 
| decided to resume talks with Texas Pacific 
- Thailand Inc. to buy gas for domestic use 
instead of discussing export plans with the 
|... American concessionaire, as earlier anti- 
— eipated. 

The sudden shift in the focus of discus- 
sions from the gas-export project to a 
— domestic-sales contract was apparently 
. designed to forestall an unpleasant con- 
—— frontation with a high-level mission com- 
t | prising top executives from Texas Pacific's 

` Dallas-based parent company and 
| „Canada’s Seagram Corp. (which owns 
` Texas Pacific) who met Thai officials on 

— November 10. Upset by recent Thai ac- 
tions which would leave Texas Pacific as a 
— minority shareholder in the LNG project, 
they wanted to press — under the Thai 
| Petroleum Act and the concession agree- 
ments — for majority control of the 
scheme (REVIEW, Nov. 12). 

А Тһе looming confrontation was averted 
` as the Thais appear to have deliberately 
avoided touching on the LNG project. By 
— $о doing, however, the government has 
— thrown the project into deeper uncer- 
| tainty — to the extent that some industry 
| observers now seriously doubt whether it 
will work. Commented one sceptic: “Gov- 
- ernment actions in the recent past re- 
| flected a firm intention to go ahead with 
the project. [Such action included a Sep- 
tember visit to Tokyo by Finance Minister 
— Sommai Hoontrakul to invite potential Ja- 
| panese joint ventures, the capitalisation of 
— the wholly Thai-owned LNG pilot com- 
| pany in late October, and a quiet visit by 
| Thai officials to LNG facilities in Malaysia 
in early November.] But when it came to 
— talking with the concessionaire whose gas 
| has been tentatively earmarked for the 
project, the government suddenly decided 
to change its stand. The loss of credibility 
will have serious repercussions on foreign 
investors. Countries which want to buy 
Thai LNG will now have to think twice." 

Although company officials here de- 
clined public comment (in line with an 
agreement with the government), Texas 
Pacific was clearly disappointed over the 
outcome of the talks on November 10. 
“The mission was here basically to discuss 
b. compromise solution over the LNG р 
ject but virtually everything else apart from 
` the export scheme was discussed," said 
one informant. Instead of the official com- 
mittee in charge of gas development for 
export (which was set up after the govern- 
ment decided in July to allow exports), the 
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Thailand changes its priorities for exploiting LNG 
reserves and averts a showdown with Texas Pacific 
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authorities assigned the natural-gas pric- 
ing committee, headed by minister at- 
tached to the Prime Minister's Office 
Sulee Mahasanthana, to meet the Texas 
Pacific and Seagram executives. 
According to informed sources, the 
government wanted Texas Pacific to re- 
evaluate its gas reserves before resuming 
talks on pricing and delivery for domestic 
use, but the visiting team insisted on offi- 
cial assurances that the company could ex- 
port LNG after fulfilling domestic re- 
quirements. The government side report- 
edly refused to discuss exports at this 


stage. In the end, both parties agreed to 
disagree. 

A vaguely-worded joint communique 
issued at the end of the talks said the visit- 
ing executives paid a courtesy call on Prime 
Minister Prem Tinsulanond, who intro- 
duced them to members of the gas-pricing 
negotiations committee which has been 
directed to work with Texas Pacific in de- 
veloping gas under its concessions for the 
maximum benefit of the country. The 
committee and Texas Pacific agreed to 
expedite the resumption of talks. 


I a clear reference to adverse publicity 
in the local and foreign media over the 
government's handling of the LNG plan, 
the communique said: “Unfavourable 
news that had appeared.in the press in the 
past had been Же to misunderstanding 
and both parties agree that they will seek 


| nel of соттипіс; 
ons, consultations and negotiations.” 
It is not yet clear when and how these 





| differences will be settled. For Texas 


Pacific, the resumption of pricing talks for 
a domestic-sales contract will bring mat- 
ters back to square one. After 28 meetings 
over the course of nearly four years, the 
Texas Pacific-government pricing talks 
broke off in early 1981 following disagree- 
ment on the base price and varying cost- 
escalation factors. The failure later led to 
Texas Pacific’s initiation of the export 
scheme. The prospect of going through 
another long set of negotiations over 
domestic sales is probably not too inviting. 
There is also the likelihood that available 
LNG markets in Japan and possibly South 
Korea may be filled by supplies from 
neighbouring Asean countries if the Thai 
project is further delayed. 

But the government appears to be more 
serious this time about buying Texas 
Pacific’s gas for domestic use. The tactical 
manoeuvre to defuse a confrontation with 
the American concessionaire notwith- 
standing, the government's latest empha- 
sis on the resumption of talks for a gas- 
purchase agreement with Texas Pacific re- 
flects a genuine concern over the need for 
additional gas supplies to meet the re- 
quirements of various planned gas-related 
industries on the eastern seaboard, as Well 
as for electricity-generation purposes. 
This concern is highlighted by the substan- 
tial supply shortfalls from the Erawan 
field under an agreement with Union Oil 
Co. (REVIEW, Oct. 1). 

Thai officials now say the government is 
prepared to buy all that the company can 
produce which — based on Pacific's 1.8 
trillion cu. ft of proven reserves in the B 
structure — will be about 300-500 million 
cu. ft daily. The company earlier an- 
nounced it has 7.2 trillion cu. ft of proven 
and probable reserves in the B structure 
alone, plus potential additional reserves in 
unexplored areas, thus implying firmly 
that there were sufficient reserves to sup- 
port exports on top of domestic require- 
ments. 

If the government does decide in the 
end to buy 300-500 million cu. ft, the vol- 
ume will represent a marked increase 
from the 250 million cu. ft a day up to 1990 
that the authorities have all along planned 
to buy from Texas Pacific. 

The new government stand of ensuring 
sufficient supplies for domestic consump- 
tion before talking about exports has ap- 
parently given the LNG-export scheme a 
low priority — in sharp contrast to events 
only four months ago when the cabinet de- 
cision to allow gas exports appeared to be 
accorded high priority. The LNG pilot 
company, which was capitalised on Oc- 
tober 27, will continue to operate but offi- 
cials now indicate that the feasibility study 
to more precisely ascertain total gas re- 
serves, domestic demand, the exportable 
surplus and LNG pricing will take a long 
time. They say the project will go ahead 
only if authorities are certain of sufficient 
returns. If it is found to be non-viable it 
will be scrapped. 
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The collapse sit-taking company shar 
` fears that m nancial institutions may foll 


'anies (DTCs), ‚ Was pass-. 


5 ап "isolated nciden 


aware of a more f pre 
poit bine s-an 


‘Dollar Credit was no longer able to meet 
its liabilities as they fell due and that the 
shares ofits parent company; Dollar Cre- 

(moldings), had been (voluntarily) sus- 

ded from stockmarket trading as a re- 

+ immediately. assumed to, be the 

t such collapse. But it is not yet clear 

ly.what did precipitate the collapse. 

gkong's banking and monetary au- 
orities declined:to be reached for com- 
nt on the Dollar Credit collapse and of- 
als of the company were likewise unob- 
Mark peculation, meanwhile, 


buted any's problems vari- 
ding to companies in 


і export- import 
exchange market 
корен market expo- 
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-equity markets and volatile currency fluctuations, an investor nee 
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leming | unit trusts 


| па financ 
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Ironically, Н 


nancial secretary presided over unpre- 
cedented growth in the territory's money 
supply and credit — much of it to gorge 
the property market — has publicly urged 
the banks to support the ailing sector. Sig- 
nificantly, his remarks were made on 
November 15 — the same day that Dollar 
Credit's problems surfaced. 

Dollar Credit is the second financial- 
sector scare in recent months. Early in 
September. Hang Lung Bank, one of the 
bigger local financial institutions, suf- 
fered a serious run on one of its branches. 
This was followed by rumours of a run 
on another bank triggered by a bus queue 
outside its branch. At Hang Lung, the 
run was later held to be due to rumour- 
ed connections between Hang Lung and 
the troubled Tse Lee Yuen jewellery 
chain. 

So it was little surprise when two direc- 
tors of Dollar Credit (Holdings), who 
were also senior directors of Hang Lung 
Bank, hastily resigned from the bank this 
week once the finance company's prob- 
lems came to light. They are Cheng Eng- 
kuan, who was managing director of Hang 
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ongkong's Chief Secret t 
ary, Sir Philip Haddon-Cave, who as fi- - 





spo t the 
men resigned "because they are directors 
of the holding company of Dollar Credit." 
But the REVIEW understands that both 
had given personal guarantees to certain 
depositors with Dollar Credit and Financ- 
ing and that Hang Lung Bank was anxious 
not to appear liable for these. 


т" Hang Lung spokesman denied that 
there is any shareholding link between 
the bank and the Dollar Credit — merely 
interlocking directorships. The REVIEW 
also understands that one of the factors 
which precipitated the crisis at Dollar Cre- 
dit was the refusal by two local banks — 
one of them Overseas Trust Bank (OTB) 
— to renew deposits with the DTC, which 
matured late last week and early this 
week. OTB was until very recently linked 
via indirect shareholdings with Hang Lung 
but these connections were severed in 
September. Even so, OTB's deputy chair- 
man, Johnny Cheng, has now replaced 
Cheng Eng-kuan as managing director of 
Hang Lung. 

The relatively large component of de- 
posit accounts (HK$282 million [US$42.4 
million]) which Dollar Credit and Financ- 


Software for hardcore 


Adult video games made in Hongkong have created 
a big stir — and some outrage — in the US 


By Christopher Wood 

Hongkong: A new Hongkong export to 
the United States has attracted coast-to- 
coast press coverage and not a little moral 
indignation since it first hit the stores some 
three weeks ago. The product in question 
is the adult video game, three of which, all 
made in Hongkong, went on sale in the US 
in November. The result has been an av- 
alanche of publicity far beyond the back- 
ers' wildest dreams. 

Atari Inc., the giant in the video-game 
market, has expressed outrage at the 
games, while feminist and American-In- 
dian lobbies in the US have also protested 
loudly and virulently against their general 
release. Quite why such a strange alliance 
should have formed against the product 
requires some explanation. 

Adult video games are the brainchild of 
Hongkong resident Joel Martin. An en- 
trepreneur with a background in the toy 
business, Martin, with the help of a Hong- 
kong-based  electronic-games expert, 
Howard Gaber, has come up with the pro- 
duct after seven months' planning. Manu- 
facturing and programming of the games 
is all done in Hongkong — it is the first 
video game to be programmed in Asia, ac- 
cording to Martin — and the cartridges 
can be used on Atari machinery, which is 
estimated to account for more than 70% 
of the hardware in children's TV games. 


Martin estimates that 750,000 car- 
tridges will be shipped to the US by Christ- 
mas and expects to sell 3-5 million during 
1983. But the reason the games have 
caught so much attention lies in their 
subject matter — the titles are Beat'Em 
& Eat'Em. Bachelor Party and, per- 
haps most intriguingly, Custer's Revenge. 
It is the latter which has _ 
drawn the wrath of the out- 
raged. 

As shown to this corres- 
pondent, the game depicts 
Gen. Custer, the legendary 
scourge of American In- 
dians, advancing across the 
screen dodging arrows. to- 
wards a naked Indian 
maiden tied to a stake. The 
catch is that Custer is wear- 
ing only boots and. 
a US cavalry hat. The 
player earns points 


according to how 
many times he 
couples the aroused 
general with his In- 
dian quarry before 
being hit by an ar- 
row. 


But what Martin 
sees as harmless fun, 











kesman would ‘say was that the two. 
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.The no ed" or 
posits. The DTC also had some 
HK$146 million of short-term loans and 
deposits from other DTCs and banks 
(local and foreign) on that date, plus 
HK$181 million of bills payable and 
HK$30 million of *other accounts." The 
REVIEW understands that its liabilities to 
other financial institutions are widely dis- 
persed beyond OTB and Hang Lung Bank 
itself. 

On the other side of what appeared to 


' be a healthy enough balance-sheet as at 


June 30, Dollar Credit and Financing had 
HK$232 million of deposits with banks 
and DTCs plus some HK$309 million of 
bills receivable and around HK$202 mil- 
lion of advances to customers. It also hada 
relatively healthy ratio of shareholders’ 
funds (some HK$222 million) to total as- 
sets (some HK$1.28 billion including con- 
tra items). Just why it has gone down is 
therefore a mystery, though speculation 
centres on its “offshore” trade financing 
and the nature of the large component of 
bills receivable. 

Dollar Credit and Financing, which is 
now likely to be liquidated, was one of the 
larger DTCs in Hongkong, ranking 


. 

or, as he puts it, an act between two con- 
senting videoimages, hasprovokedastorm 
of moral censure. American Indians and 
feminists demonstrated at an audio-visual 
show in New York where the game was on 
display. The American Indian Communi- 
ty House called it a *reinforcement of the 
stereotyping of American Indians as 
something less than human." Women 
Against Pornography described the game 
as one of “attack and rape." Atari itself, a 
subsidiary of Warner Communications 
Inc. and the leading manufacturer of 
home video games, has also waded in. 

An Atari spokesman said the company 
was considering legal action against sex- 
theme games created for use on Atari con- 
soles, though it is apparently not yet clear 


















what grounds it lans to proceed. Mar- 

іп said Atari has been in communication 
ith his US marketing arm, California- 
ased. American Multiple Industries, but 
posture “is very unclear." (An earlier 

ise. brought against. another manufac- 
failed:to uphold Atari's contention 
mpetitors could not produce car- 

use.on Atari machines. The 

is simply being able to break 


ri code.) In its statement, quoted: 


1 merican press, Atari said it did not 
ndone or ap 


has been a little surprising — if hardly 


orrying. Three more adult games are in 
roduction and there are plans to begin 


selling in Europe and Australia 


at 4 a.m. one morn- 


e market and 








his use of its home. 
“whic 


-By Philip Bosne 
d Hongkong: Merchant bankers have con 


controlled ones, which had what they re- 


garded as reasonable security, were ob- |. 


jecting to being treated similarly to those 
who had been less prudent and had little 
Or nio security, 

Any rescue effort continues to be be- 


` devilled by the size of the debt problems of 


Eda's main shareholder, Chung Ching- 
man, and the complexity of joint ventures 
and cross-guarantees. Schroders -said 
Eda's situation was separate from that of 
Aik San and E. Wah Realty, two com- 
panies controlled by Chung's brothers 
which are also in difficulties; However, 
some creditors were not so confident that 
the ‘situation was as clear-cut: With no 
major creditor acting as driving force, an 


Eda rescue looks far from assured. 


Wardley. has delivered to creditors its 
reports on the situations of Carrian Invest- 


ments and its. parent, Carrian Holdings. 


indicating the viability of a rescue plan in- 





STC | 
: include Bank pisa of Malaysia, E 
Barclays Bank of Britain and the Hong- | : 
| kong Bank group, as wellas Bank of Com- | v 
-. munications and other Peking-controlled | redu 
banks, mostly seem agreed on a Schroders |. 
- |: & Chartered rescue plan (REVIEW, Nov. 
| 5); But some banks, notably the Peking- 


.to re 
pany, whose major cre 
the Hongkong Bank group. 
Malaysia Finance (th | 
сорау агт. оѓ 


тапу. Fe 

Not all were satisfied the 

tion оп Carrian Investments 

plete as they would like to satisfy h: 


fi ces of the wisdom of the rescu 


i some arm-twisting 

that the creditors would | 
scue party. Carrian Holdings is 1 Og 
another matter. Wardley's letter tc 


ditors -— much fewer! in unter 
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vorldwide readership and о offer d 


Toe any comments. 
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d at the prospects. E 





t often goes UCM that 
omic miracle would have been 
ossible without remarkable leadership. 


| шск magazines but that it would | uie ; 


Because while some of those publications 1 may 
be reaching Asians at all levels, only the Review 
goes straight to the top, and only to the top. 

The Review forms à vital bond of shared. 


Jot just political. iM : knowledge i in a region" 
ership. But leader- Talk to them through that is geographically - 
at every level ofeach “the Review.’ . and socially fragmented. _ 
as * : | ә 


$о naturally, it is indispensable for i 


ty in the region. The people 

are shaping the future in the countries. 

SEAN, in Japan and Hong Kong are - 
шешшп, bankers and community leaders 


Yet leadership i in the oriental world is 


strident, high-profile репопдапсе we 


used to i in the West. 


езе are subtle, sophisticated men who 


٠ efer то know rather than be known. 
| ) Ai S роны. 


anyone needing a consistent, reliable source of 


| in-depth information on Asia. 


The Review is the cornerstone of Asian 
campaigns, placed by serious-minded | ' 
advertisers marketing quality produ: sand: 


` services. They know that in the Review. their 


messages are well received throughout the 


region by the most influential group of _ 
leaders in business, finance and go ernm 


_ The people who control 





Japan's four: heading heavy-machinety 


<} fand shipbuilding cainpanies, Mitsubi 


Heavy | Industries: (THI), Hitachi Zosei 


and Mitsui Engineering and Shipbuil 
ing, have announced increase: 


profit! 
“| | the six months ended Sept. 30. Net pr 
| for Mitsubishi was up 0.9% to 
‘lion .(US$23.2 . million); for: up |. 
28.4% to 3 5.4 billion; for Hitachi . up: 
35.1% to Y 4.1 billion and for Mitsui up 


|| 74.7% to ¥5.4 billion. 


ew contingent : 


7 nt the w woodwork.: 


sheet, и worded. at ihe quality of: 


in. the end- 1981 balance-sheet pre- 


pared by. Price Waterhouse which is said’ 


to have helped Carrian. raise. new. loans 
earlier this 3 year. MED there have 


men managing di ctor Tobi Marshall 
and finance хог Rodney Bell were 
с with Price Waterhouse. 

: red. creditors include 


bought 100 million | 


ез. These were subject to 
rantee from Holdings at 
are. Some holders 


il, though: nvestments will prob- 
YS 8 Holdings may not, its 
shares i in Investmen: being parcelled out 
| ed cre ors. Wardley's letter 
< to Holdings’ credi 
the question: “who are the principals of 
oldings? | 
His now clear that most of the main 


eared xin: the press... 
loser to the principals. | 


out backing from elsewhere. 
Wardley went to great lengths.to try 
hide information given to creditors 


-any recipients who might leak them to 
press (by varying certain figures fror 
ter to letter). It could be argued that publi 


_ tation of lists*of creditors withou efet- 





|| < But sales performances. were mixed. ; 
| Sales for Mitsubishi were down 3.196 to: 


¥750 billion; for ІНІ up 4.8% to #358 


billion; for Hitachi up 11.3% to €*220 
billion and for Mitsui down 12.596 to: 
¥147 billion. Sales for all except Hitachi. 


were checked by the worldwide shipping 


slump. Mitsubishi countered the slump | 


to some extent with defence production 
for the Japanese defence forces. Con- 
tracts for loading "and." unloading 
facilities, especially for coal, contributed 


recession. 

Profits climbed for ЇНЇ because it re- 
duced its interest burden by selling #50 
billion in negotiable paper. Profitable 
oil-rig construction in the United States 
and Panama and a desalinisation plant in 


Bank full of interest 

ANZ New Zealand, 75% owned by the 
ANZ Banking Group of Australia, re- 
ported a bumper result for the year to 
Sept. :3L- Net profit rose 22% to 
NZ$36.5 million (US$26.6 million) after 


tax up 31% at. NZ$33.3 million. Earn-. 


ings of 68.5 NZ cents per share provide 
wide cover for the 18-cent dividend, held 
steady by a dividend freeze in New Zea- 


-| land. High interest rates coupled with 


strong growth in deposits were a feature 


of the year, which included the tr 


al election-year surge in liquidi 


35.76 from ¥ 


orders doen. 
spectively. These figures will 


for the full year. 
to THES sales, while shipbuilding sales | 
for Hitachi were favourable despite the 


‘Net earnings per sh 1 
were unchanged at ¥2.5, for | 
from *3.29. reviously, 
.31 and for M 
from Y5.06. Dividend payments by 
four were unchanged, at Y2 fo 
subishi and ІНІ. pu 32.50 for Hit 
апа Mitsui; | 


^in monetary TM will see depos 
growth atlower ratesin: in 


The large Titre group, Citicorp Au 
tralia Holdings, boosted its net profit 
22% to A$16 million in the nine mont 
to Sept. 30. Growth in net receivabl 
nsiderably, rising only.3 
Шоп, compared. to a 27% 


rest rates are now: substantially con- | 


| | stabilising, | 
+ H isalso outrageous that price-sensi 


information about Carrian is being gi 


] toa few people, many of whom hold 


rian.stock as security for loans, an 


| the public, while the shares contin 


traded. Carrian should be suspende 
he same time, its affairs and hi 
should be subjected to investigatio 
spectors appointed by the financial 
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bullish statement on the economy from Fi- 
nance Minister Tunku Razaleigh Hanzah. 


} { Total turnover rose by 7.4 million units to 
d 34.2 million despite the shorter trading 
h 5 А markets showed divergent trends | loss of 27.61 points. Trading was thin | span, with values 12% up at M$91.2 mil- 
in the period to Nov. 15. Tokyo re- | throughout. Some analysts said the sub- | lion (US$38.6 million). Volume leader on 
—— mained very buoyant and both Singapore | dued reaction to the two developments in- | 1.9 million units was Menang Corp. (for- 
-- and Kuala Lumpur continued to move | dicated the market was settling into a | merly Gilani Jute and Textile Mills), re- 
` ahead, but elsewhere there appeared to be | period of consolidation. listed on Nov. 8 after a seven-and-a-half- 
| confirmation of unease that the recent year suspension following the closure of 
- rally was on a less than firm base. Singapore its Penang factory. Menang closed at 
н Hongkon Trading remained moderately heavy, but | M$1.40, 96 M cents up on its pre-suspen- 
| g advances were harder to come by as in- | sion price. 
There were two major influences during | dices approached new resistance levels. In 
_ the period. The first was an announce- | a holiday-shortened period, Fraser's In- Taipei 
` ment by the Hongkong and Shanghai | dustrial Index gained 42.9 points to finish | The market fell on profit-taking. Analysts 
_ Bank that it would provide home-pur- | on Nov. 12 at 4,239.29. In the same four | said that after a nearly unbroken rally 
- Chase loans beyond 1997, when the New | sessions the Straits Times Index rose just | since the beginning of August many inves- 


-.36-po 
- index finished the period at 824.04, for a 


Territories lease expires. The second was 


“news that Dollar Credit Holdings, a depo- 


sit-taking group, was voluntarily suspend- 
ing trading in its shares owing to a liquidity 
crunch at one of its subsidiaries. The 
bank's announcement inspired a brief 
rally on Nov. 11, lifting the Hang Seng 


- Index by 18 points that day. But Dollar 


Credit's problems, which became known 
on Nov. 15, had a bigger impact, causing a 
int drop in the index. Overall, the 


under 16 points, ending at 759.15. Vol- 
umes were consistently above 11 million 
shares daily, peaking in the final session at 
nearly 17 million. 


Kuala Lumpur 


In a holiday-shortened four-day period 
Fraser's Industrial Index rose 37.43 points 
to close on Nov. 12 ata five-month high of 
2,550.91. Analysts said market confidence 
was initially buoyed by strong early gains 
on Wall Street and later maintained by a 





tors were prepared to sell. Issues in all 
major industries declined, with the largest 
drops coming in construction and cement 
stocks. The average weighted price index 
sank eight points to close at 476.81. Aver- 
age turnover fell to NT$577 million 
(US$14.6 million). 


Bangkok 


The Book Club Index posted a loss of 2.13 
points to close the period at 109.65. After 
dull early trading, with prices moving in a 










я 
ЕА 
m 
E 4 HONGKONG 
ip 
Lo 
e 
Shisesdo 995 +07 203 N Borneo Timbers 245 «08 31 
Nikkei-Dow Jones Average Sony эю +71 20 освс 840 +06 10 
h Sumitomo Bank 502 «04 200 Pan Blecine 280 +120 27 HONGKONG 
" Nov. 9 7257649 | Turco 222 -13 145 Peg Malaysia 2.60 +20 19 
/ * y х Takeda Chem. a +50 336 Shen 545 +09 46 
| Nov. 10 7,688.18 | TokioMarine and Fro аз — 468 275 Sene Darby 223 -04 48 Hang Seng Index 
" Nov. 11 7,708.32 | TokyoElec Power 860 *36 194 5имуароге Land 755 - 06 
lr Nov. 12 7,689.41 | Toray 348 -06 377 Strats Steamship 158 +50 19 
n Nov. 13 769753 | Toto 43 +46 196 Straits Times 605 ts 18 Nov.9 843.77 
W Nov. 15 7.76223 | TovoKogyo 373 «30 159 Strats Trading 540 +29 142 Nov. 10 B57.79 
үч Change on week 42,799 | JovosMoto 965 $53 161 Tractors 432 +09 69 Nov. 11 B75.83 
|. 5 Yamana Motor 646 о 147 United Engineers 115 +09 07 Nov. 12 860.07 
К Nov.15 change Ре 
e mem өю SINGAPORE 
р Ajnomoto в! «10 306 
Bridgestone Tire 473 -02 174 
C noh Z6 +70 468 Fraser's Industrial Index 
Сара 500 — 4065 
Canon 1220 +70 308 
Citizen Watch 343 -58 152 No. рдү ый E REE ЭЛИК. 
Dai Nippon Pnnting m +27 188 Nov. 10 4,195.29 
Daiwa House 475 +28 37 Nov. 11 4,210.65 
d xd = BA Nov. 12 4,239.29 
1 а Nov. 15 closed 
Fujitsu. 1000 +4 452 
Нома Rea Estate ss +56 вә | Changeonweek +1.02% 
y Hitech 735 +35 298 
n ` Honda Motor 1040 +82 328 
LHL 145 -14 191 Nov.12 "change % 
Н JEOL 508 — -50 458 S$ onweek yield 
© Kajima Const эз? +18 159 Berunta 535 «87 121 
Kanona 2% +92 466 Boustead 193 -05 51 
Kao Soap 533 -18 243 C Sugars 1160 -17 13 
Kanyama 72 -04 133 Cold Storage 442 18 26 
Kirin Brewery 394 +0 165 сас 314 +33 56 
Komatsu 153 pe 362 Dev. Bank of Singapore 830 -06 . 19 SINGAPORE 
Kumagai Guri 409 03 о | DunlopEstates 420 DIEN E ^ P PRE & 
Matsus^ta Elec. Wks. 50 +15 168 Dunlop industries 426 +127 79 LAYS) 
Matsushita Elec Ind 1340 +31 254 Fraser and Neave 670 +23 36 
Mitsubis^s Estate 448 +47 280 Gentngs. 372 +22 47 
Mitsubishi H | 199 -05 306 Guinness 370 +6 46 
Miho o = 45$ — Marimau Inv 088 = 57 
| - 
s € NOVEMBER 19, 1982 e FAR EASTERN ECONOMIC REVIEW 
Е Ж. р РЭ Р - 





narrow range, selling pressure surfaced as 

it became appatent that a general cut in in- 
‘terest rates among commercial banks 
would not come about, despite the lead set 
recently by Bangkok Bank and several 
subsquent meetings of bankers. Average 
daily turnover was Baht 13.9 million 
(US$627,000). 


Australia 


The Australian All-Ordinaries Index fell 
12.2 points to close the period at 506.7. 
There was little interest in the market and 
with further indications of a deteriorating 
domestic economy the market has been 
steadily drifting back, with no reversal in 
sight. September-quarter earnings of 
some finance companies are down, 
Suggesting a considerable turn for the 
worse in the trading environment. 


New Zealand 


The current bear market entered a new 
phase with the 620 level on the NZUC 
Index finally being penetrated. The prin- 
cipal cause was Fletcher Challenge’s an- 
nouncement of a one-for-three rights 
issue, but selling pressure spilled over into 
a broad range of stocks. The interim re- 
porting season began with some good re- 
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sults which the market ignored, convinced 
that things are going to get worse. By the 
end of the period prices had steadied. But 
after three weeks of decline this was about 
due anyway on technical grounds. 


Tokyo 


By the end of the period the market had 
risen for 10 consecutive days as investors 
picked up laggard blue-chip and specula- 
tive issues. Brokers became a little cauti- 
ous about the strength of the rally after the 
Finance Ministry indicated its concern 
about an overheated market, and there 
were rumours that the ministry might raise 
the margin-trading requirement. Issues 
such as Fuji Photo, Canon, Honda and 
Sony rose on expectations that new money 
from the United States would flow into 
Tokyo. The Nikkei-Dow Jones Average 
advanced more than 200 points on mixed 
turnover to close at 7,762.23. 


Manila 


Big single transactions pushed turnover to 
925.5 million shares worth P25 million 
(US$2.8 million) while prices generally 
tended easier. Negotiated deals involved 
three members of the Soriano cenglomer- 
ate — brewer San Miguel, copper and 


an 
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gold producer Atlas Consolidated and 
Anscor, the management firm. The deals 
were in “В” shares open to foreign inves- 
tors, indicating capital entry at slightly re- 
duced share prices. Speculators generally 
stayed on the sidelines. There was late 
support for selected resources issues. 


The composite share-price index rose 3.6 
points to close the period at 171.3, a level 
last reached on Aug. 17 before the market 


started its decline. Two government ac- - 


tions, one cracking down on property 
speculation and the second an unofficial 
announcement that a law to identify inves- 
tors and their sources of funds would be 
postponed, combined to spur the rise. 
Lower-priced issues proved most popular, 
with small investors looking to cash in on 
high year-end dividends. Transport, ce- 
ment, rubber and paint issues led the gain- 
ers. Volume was brisk at a 10.8 million- 
share daily average. 
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New! For travellers 
who take Asia —€—— 


The 12th edition of the All- 


Asia Guide is simply crammed 
t > ol A with new up-to-the-minute 
E ) information, including facts and 


figures that are indispensable to 
any serious traveller in Asia. 


There are now chapters on no 
fewer than 26 countries. Plus 
opening chapters on both eating 
out in Asia and on the best way 
of using your baggage 
allowance. 


25 new maps, making a total 
of 60 maps in all. 


New hints on how to travel in 
Asia — from packing the right 
things, to the best places for 
souvenir hunting — wherever 
you're going. 


A new-style guide to hotels in 
the region, and new thoughts on 
Asian food (and the best places 
to sample the Region's vast pot- 
pourri of culinary delights). 


And finally, 48 new colour 
pictures, and more than 70 new 
black-and-white pictures. 


АП of which adds up to over 

Asta’ 5 most. cómpleté $ y 680 pages of vital information 
| for business and pleasure 
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travellers in Asia. 


g 
To make sure of your copy, 
Nowi in its 12th Edition. send off the coupon today. 
wa a te = сз eee че ше че ше ше шшс es Ма ee a шшш 
To: Publications Division, R1125AG12 
Far Eastern Economic Review Ltd., G.P.O. Box 160, Hongkong. The ALL-ASIA GUIDE is | 


Please rush me copy/copies of the ALL-ASIA GUIDE, 12th Edition. as indicated. I enclose а published by the Far Eastern | 
} lord " Economic Review, Asia's most 
cheque/postal order for respected business weekly. | 











No. of copies —— [O by surface C] by airmail* 
ALL-ASIA GUIDE, 12th Edition: HK$57.50/US$9.95/£5.55/S/M$21.75 each. FAR EASTERN EE ECONO 


*For airmail delivery, please add:- HK$35/US$6/£3.25/S/M$13 per copy. gi 
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hen gales sweep across Mongolia, 
the local residents tell tourists: 
"Hang on to your house!" A brief stay in 
the portable felt huts that Mongolian 
nomads call gers is high on the limited 


| list of attractions that Mongolia has to 


offer. Some tourist gers come equipped 
with TV and iron stoves. One even had a 
glass chandelier. But each still has the 
traditional rope hanging inside from the 
centre of the light wooden frame. As the 
wind rises, residents are expected to 
hang on, to stop their little houses from 
blowing away. 

Tentatively, amid one of the sternest 
landscapes in the world, Mongolia is be- 
ginning to welcome tourists from the 


. West. European faces are no novelty in a 


country said to have 25,000 Soviet troops 
and airmen in its bases. Adept Mongo- 
lians can tell the difference, however. 
The brave ones make cautious ap- 
proaches, attempting to sell “genuine 
antiques" or to change 
hard currency at inflated 
rates. 

The temptation to mak? 
the exchange is high. 
Changing money through 
official channels is a com- 
plicated bureaucratic 
exercise. But Mongolia of- 
fers little for visitors to 
buy, apart from splendid 
soft leather coats and 
boots. A pair of knee- 
boots costs about Tugriks 
80 (US$25 at the official 
rate). 

Some .of the same 
leather goods can be had 
more cheaply at the hard- 
currency stores attached 
to the city's two tourist 
hotels (imaginatively 
named “Ulan Bator A" 
and “Ulan Bator B"). But 
any purchase seems to involve intermin- 
able queuing on the Soviet pattern. And 
change is likely to come not in cash but in 
packets of chewing gum or postcards 
showing a local statue of Lenin. 

The message that Westerners have ar- 
rived has still to trickle down through 
Mongolia's schools. Gaggles of smiling 
youngsters greet all Europeans with 
eager shouts of: “Russki, Russki." One 
of Ulan Bator's more diverting sights is 
to see a large, bemused American be- 
sieged by 30 tiny children determined to 
shake his hand on the mistaken assump- 


_tion that he is Russian. This must be 


heartwarming for the Russians, to know 
that young Mongolians love them. Some 
of the adults are less enthusiastic. Bare 
shelves in shops get the explanation that 
the Soviet Union treats Mongolia as a 
colony, extracting meat and raw mate- 
rials such as coal and copper at un- 
economic prices and offering shoddy 
consumer goods in return. Butchers' 


Visitors at Ulan Bator's Buddhist temple: a relaxed attitude. 





shelves, for instance, were bare except 
for black sausage and dusty tins of meat 
paste from Eastern Europe. 

But in the process of making Mongolia 
more efficient, Moscow has at least 
helped the locals to build a surprisingly 
modern city in Ulan Bator (population 
435.400), with wide roads, and ample 
electricity and steam central heating. 
High-rise apartments are spreading. In 
the meantime many of the nomadic 
Mongolian herdsmen have been settled 
with their felt huts set in suburban rows 
— with fences and power supplied. Be- 
hind the hides and felt TV sets flicker, 
sometimes showing such unlikely pro- 
grammes as the Australian children's 
tales of the kangaroo Skippy. 

Getting to Mongolia remains half the 
fun. Mongolair and Aeroflot operate an 
erratic service south from Irkutsk in 
Siberia. Twice-weekly trains from China 
and Siberia provide tolerable comfort, 


ro: 





spoiled by interminable waits at the bor- 
der crossings. The trains amble through 
Mongolia's vast grasslands where a tree 
is an event and distances are deceptive. 
Black dots, seemingly close by, turn out 
to be herds of camels and horses in the 
remote distance. 


T from the south can at least 
play “spot the Soviets,” as airbases, 
radar stations and military vehicles show 
briefly through distant folds in the grass- 
lands. Mongolians have not been slow to 
support their Soviet allies in regarding 
China as a principal threat. 

With fewer than 2 million people 
spread over a country four times the size 
of Japan (and not much smaller than In- 
donesia), Mongolia outside the capital 
gives the impression of being uninha- 
bited, except by its 24 million domesticat- 
ed animals. The climate is harsh and Ulan 
Bator itself is an austere place. Western- 
ers who have lived there for some time 


wem 


say it induces a kind of madness, a desire 
to be almost anywhere else. 

Not that it is without its attractions for 
a brief visit. The circus, the opera and 
the ballet all deserve attention, as befits 
a country that has modelled its recent 
culture and architecture on the Soviet 
Union. Nightlife remains rudimentary. 
In the basement of Ulan Bator B a bar 
operates a simple one-price system. 
Drinks (the choice was brandy or vodka) 
cost Tugriks 13. So did a packet of West- 
ern cigarettes. And the barman closed 
up in mid-evening with 
the comment that he was 
"going to have a shave." 

Museums and art gal- 
leries offer surprises. The 
Gobi Desert 70 million 
years ago was the haunt of 
dinosaurs, and reconstruc- 
tions of their remains 
tower 30 ft above the 
tourists. On a more 
human scale, nomads 
found time between hold- 
ing down their houses to 
devise some of the most 
frustrating portable par- 
lour games known to màn- 
kind, including intricate 
puzzles of ropes and 
knots, and an early ver- 
sion of Rubik's cube, with 
16 small cubes to each 
face. 

Buddhist art abounds, 
though Buddhism, once the state reli- 
gion, was severely frowned on and 
monasteries were broken up by the com- 
munist government 45 years ago. One 
temple, with a steady stream of worship- 
pers, still operates in Ulan Bator. The 
authorities are taking a more relaxed 
stand on religion and, beside the monas- 
tery, a school has been set up “for the 
study of Buddhist history," offering 
Mongolia a chance to woo students from 
other more devout parts of Asia. 

A final attraction: Mongolia has its 
share of pretty girls. Some of them speak 
sufficient English to serve as tour guides 
or as waitresses on trains and in hotels. 
Foreign residents, report difficulties of 
courtship over clumsily bugged tele- 
phones, but any visitor who has spent 
time in China, surrounded by women 
dressed in faded blue or drab green 
trousers, will find instant refreshment in 


the rediscovery of skirts and the female - 


leg in Mongolia. — NAYLOR HILLARY 
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PNB and the 
lost command 


Guthrie Corp. of Malaysia, which is now 
owned by Permodalan Nasional Bhd 
(PNB), is faced with a problem inherited 
from the days when it was a British com- 
pany [REviEW, Nov. 19]. It is alleged that 
Guthrie, together with its partner, Philip- 
pine National Development Co. (NDC), 
is involved in repressive activities and in- 
timidation of Filipino farmers in Min- 
danao through its association with a 
paramilitary terrorist group. 

According to reliable reports from vari- 
ous sources, NDC-Guthrie employs mem- 
bers of a “lost command” to protect its in- 
terests and to intimidate farmers who re- 
fuse to surrender their property. The lost 
command is a loose paramilitary group 
originally set up by the Philippine army to 
counter Muslim insurgent groups. It is 
well known for its brutality and has been 
held responsible for several bombings and 


Lost command leader Charlie Lademora: 
a plea to PNB. 


murders. Yet local military and police au- 
thorities seem reluctant to investigate 
these atrocities. Although some quarters 
report that the group had been officially 
banned, others suggest that it gets direct 
orders from Malacanang — the palace of 
President Ferdinand Marcos. 

In 1979, Guthrie, which was then under 
British ownership, set up a joint venture 
with the NDC, the Philippine Govern- 
ment's investment arm, to grow oil palm 
on some 4,000 ha. of land in Agusan del 
Sur, Mindanao. Under the terms of the 
agreement, NDC owns 60% equity and 
Guthrie 40%, though Guthrie has an ef- 
fective vote. 

Much of the land was made available to 
NDC through an all-powerful presidential 
decree. However, large parts of the land 
were already occupied. A significant 
number of the settlers belong to tribal 
minorities who had cultivated the land for 
several generations. Although many of 
them have not made their claims, Philip- 
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pine law acknowledges their prima facie 
right to land ownership. 

Reports from local priests and religious 
organisations suggest that NDC-Guthrie 
used various means to dispossess the 
settlers. Some were paid monetary in- 
ducements, others were forced to surren- 
der their lands through questionable prac- 
tices. One of the ways was to allow dispos- 
sessed landowners the right to sub-con- 
tract workers for the plantation. For doing 
this, they received a part of the workers’ 
pay. It is reminiscent of the old corvee sys- 
tem practised during the colonial period in 
Malaya. 

As a result of allegations of the use of a 
terrorist group and because of the un- 
savoury tactics employed to acquire land 
belonging to small farmers and peasants, 
there have been some reactions in interna- 
tional circles. The Commonwealth Deve- 
lopment Corp. (CDC). for instance, which 
has been exploring the possibility of mak- 
ing a loan to NDC-Guthrie, has sent an in- 
vestigating team to visit the site and to re- 
port to the CDC board. In the meantime, 
it has decided to withhold its signature 
from the loan. The International Finance 
Corp. of the World Bank has also with- 
drawn from signing a loan agreement with 
NDC-Guthrie until the CDC completes its 
inquiries. 

In view of all this, PNB should do afl it 
can to ensure that Guthrie's involvement 
in Mindanao does not in any way tarnish 
the image of our nation. This is why Aliran 
is persuaded to urge the Malaysian Gov- 
ernment to undertake a thorough investi- 
gation into the matter asit raises questions 
of social and economic justice. If the alle- 
gations are found to be true, then Guthrie 
Corp. should seek to dissociate itself from 
those groups that readily resort to force 
and repression. Otherwise, PNB, an or- 
ganisation created to improve the 
economic well-being of its own nationals, 
will be condoning acts that oppress nation- 
als of another Asean country. 

How PNB chooses to respond will have 
serious consequences since there are other 
Malaysian-based companies which are in- 
terested in investing in Mindanao and its 


neighbouring islands. KHOR YOKE LIM 
Executive committee member 
Penang Aliran 


A bumiputra's vision 


І read with deep concern the statement 
made by Tan Koon Swan at the Kuala 
Lumpur master plan hearing, that the 
New Economic Policy (NEP) should not 
extend beyond 1990 and that the require- 
ment of the plan is to provide only 30% of 
bumiputra participation in the economic 
activities of Malaysia. 

As a bumiputra, I would like, with all 
humility, to make the following com- 
ments: 

» No power on earth can stop the 
bumiputras from demanding and getting 
extension of the NEP beyond 1990, when 
the bumiputras feel that such extension is 
necessary in order to fulfil the objectives 
of their economic and political struggle. 

» No power on earth can alter the writ- 
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| sharing should refl racial composi- | 
tion of the country: bumiputras should | 
| eventually have roughly 6096. of the. 
economic cake of Malaysia. 
» Nopoweron earth can ignore the fact 
that the bumiputras together with non- 
ipia Muslims constitute about 


o power earth can stop bum 
m penalising. leaders who de 


f their political and со от 
ggle. This is clearly shown int 
| ing БГ the late Datuk Onn Jaafar from the 
presidency of the United Malays Nationa 
Organisation (Umno) in 1950 and the an- 
| nihilation of Tunku Razaleigh Hamzahin | 
| his attempt to gain the No. 2 position in | 
“Umno in 1981. It is for the same reason 
that the bumipütras always have the high- 
$ est regard and respect for their leaders likè 
5 2.4] Onn (until the last years of his: political 
Director: Morgan Chua; "|l career);. the beloved Tunku Abdul. 
Editor: Hirê Pu ff Rahman (until the last two years or so of 
Ж ше Chiu per T = | | his political career); the late Tun Abdul 
x 2 Razak, the late Tun Dr Ismail; Datuk 
à SETS Abdul Rahman Yaacoob. and Datuk 
* Bangkok: — Ff} Harun Idris. +} Small, fast expanding. 
| a || In order to enable Malaysians to con- TIL 
i lab tinue to work and play together as we have 
been doing for generations, we have to be | | 
f | constantly aware of our limitations, rig : 
| and responsibilities. This may appear too | 
| blunt and may even hurt some people, but | 
|| we should not sweep unpleasant facts | | ( 1) Take control of шө busine 
under the oe once again. We have | апд enhance profitability 
‘done so before, т in the tragic | |: 
he unfortu late |. 


| always the poor. е3 ао andine f 
nocent that suffer most. The dirty rich, the 
political. jokers, the- paper. tigers, the 
gambling kings and their like will be the 
first to flee the country whenever they see 
the trouble signals coming. | 
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I jour: articles on tea [REVIEW , Oct. 1] 
| the London tea auctions are referred toas 

being the world's largest, which is incor- | | - 
|| rect. The Colombo auctions are the | ] + 

argest tea auctions in the world, and have 

en for some time. The ranking of major 

| auction centres according to the volume of 

tea sold at each auction centre during 1981 | 

is as бойо: 
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The crisis in Hongkong's glutted pro- 


perty market has spilled over into the fi- 
nancial sector and claimed several 
casualties among finance companies. 
Nervous foreign banks have begun to re- 
strict the money-market funds on which 
the huge се company (DTC) 
sector is critically dependent, threaten- 
ing to destabilise not only the DTCs but 
the banking sector itself. The roots of the 
current crisis go deep — to the passive 
stance by the government as banks 


credit are reaping the whirlwind of debt. 
Deputy editor Philip Bowring pieces to- 
gether a complex story of corporate folly 
and greed encouraged by a government 
which itself became hot on the myth 
of ever-rising reven from property, 
кре» puc the Si of е 
— star in the now- ng pro 

firmament. Business pec Anthony 
Rowley looks behind the scenes at how a 
crash was narrowly averted — for now — 
in the DTC/banking sector and presents 
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created limitless credit to pomp into a property 

e potential for expan- 
sion in terms of size and value. Now, as property 
empires crumble, those who fanned the winds of 


market thought to have infin 


Page 12 

A promised toning-down of 
Malaysia's Societies Act pro- 
quces a lot less than was hoped. 
Meanwhile, an opposition split 
will benefit the government. 


13 
New faces in Moscow and Peking 
will not hinder the drive to de- 
tente. 


14 


Page 

China once again Pad ѕир- 
ortto Thailand to blunt the! loom- 
ng Vietnamese offensive against 

Cambodian guerillas. 


Page 19 

The United States wants to sup- 

py nuclear equipment to China, 
ut is worried about Peking's role 

as a wild-card nuclear supplier. 
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24 
As China gives more indications 
about Hongkong 's future, the ter- 
ritory's people worry about their 
citizenship status. 


36-38 
Burma’s secessionist armies 
wage war among themselves as 
much as against the government. 
But their ideals are high, says 
secessionist leader Moh Heng. 


Pages 46-47 

The International Monetary Fund 
considers raising money on pri- 
vate markets, as big United 
States banks urge it to cast a 
Safety net under Third World 
debt. Meanwhile, bigger quotas 
and an emergency fund will help 
the IMF to deal with sudden 
crises. 
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Page 48 

A sharp increase in Australia's 
unemployment, and its poor eco- 
nomic prospects, lead to a call for 
a one-year pay freeze. 


50 { 
Japanese and American experts 
call for a stockpile to prevent 
Moscow cornering the strategic- 
metals market. | 


73 
Indonesia's Panin Bank goes 
public in a bid to extend its 
branch network and break into 
the multinational sector. 


Page 74 | 

The government spurs competi- 
tion in Sri Lanka's foreign-ex- 
change market, but two big local 
banks are not overjoyed. 
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REGIONAL 

Sri Lanka sets the date 
for its referendum 

Sri Lanka's President Junius 
Jayewardene has proclaimed 
December 22 as the date on 
which the country will hold а 
referendum to decide whether 
the fourth amendment to the 
1978 constitution, which would 
extend the sitting parliament 
for six years from August 1983, 


is acceptable. 
` All opposition parties — led 


by former prime minister 
Sirimavo Bandaranaike’s Sri 
Lanka Freedom Party, the 
minority Tamil United Libera- 
tion Front and the Marxists — 
are strongly opposed to an ex- 





.. tension of parliament. Nine 


parties have asked the govern- 
ment to lift the current state of 
emergency — declared on Oc- 
tober 20 to prevent violence in 
the wake of the presidential 
election — to create conditions 
conducive for the referendum. 

— MANIK de SILVA 


Philippine 
Philippine oppositionists led by 


_assemblyman Salvador Laurel 
_ are trying to mobilise provin- 


cial support for a preparatory 
commission for national recon- 
ciliation and unification. 

The commission, which was 
proposed to President Fer- 
dinand Marcos on October 16 
by the United Nationalist 
Democratic Organisation, 
would be an extra-constitu- 
tional body with a one-year 
term. It would call for an un- 
conditional amnesty for all po- 
litical prisoners and the writ- 
ing of a new Philippine Con- 
stitution which would, among 
other things, drop certain 
emergency powers and im- 
munities of the president and 
create a post of vice-president. 

—SHEILAH OCAMPO 


Indonesia launches a new 
campaign over East Timor 
Buoyed by the East Timor bal- 
loting outcome in the. United 
Nations decolonisation com- 
mittee, Indonesia and its sup- 
porters have launched a cam- 
paign to knock the item off the 
UN General Assembly agenda 
this year once and for all. In 
the committee voting on 
November 15, a resolution was 
adopted urging the assembly to 
call on UN Secretary-General 
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Javier Perez de Cuellar to con- 
sult “all parties concerned" 
with a view to settling the dis- 
pute over the territory, which 
Jakarta claims as its own. 
However, the resolution — 
supported by the Revolution- 
ary Front for an Independent 
Timor (Fretilin) and Portugal, 
still the UN-recognised ad- 
ministering power was 


adopted by the narrowed mar-. 


gin of 48 in favour, 42 against 
and 54 abstentions. This was 
down sharply from last year's 
58-40-42 vote. The debate now 
goes to the plenary session. 

— TED MORELLO 


Bangladesh arrests 

two more former officials 
In a surprising move, the 
Bangladesh Government has 
arrested two more former offi- 
cials — former deputy prime 
minister Moudud Ahmed and 
former energy minister 
Mayeedul Islam — on corrup- 
tion charges. Mayeed, a weal- 
thy industrialist, was in office 
until martial law was pro- 
claimed nearly eight months 
ago. 

At that time, Mayeed re- 
mained free while several other 
ministers belonging to the 
Bangladesh Nationalist Party 





were arrested on corruption 
charges soon after the mili- 
tary takeover. It was gener- 
ally believed then that Mayeed 
either had strong backing 
within the military government 
or that nothing could be found 
against him. 

Moudud's arrest was still 
more perplexing, since he lost 
his deputy prime minister's 
post in 1980 and, despite 
rumours about a corruption in- 
vestigation involving him, ear- 
lier governments had not press- 
ed charges against him. 

—S. KAMALUDDIN 
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BUSINESS 
A rubber clash is averted 
for the time being 


The three-day council meeting 
of the United Nations-backed 





International Natural Rubber’ 


Organisation (Inro) ended in 
Kuala Lumpur on November 
19 without the expected clash 
over the recent withholding by 
the Association of Natural 
Rubber Producing Countries 
of 250,000 tonnes of rubber 
from the world market be- 
tween October and March 
(REVIEW, Nov. 5). The council 
session was said to have merely 
noted the action. 

Observers said delegates 
were postponing discussion of 
more contentious supply-and- 
demand issues until Inro's buf- 
fer stock (now 250,000 tonnes) 
reaches 300,000. tonnes, at 
which point a special sitting of 
the council has to be convened. 

— JEFFREY SEGAL 


Thailand will use IMF 
funds to balance its books 


Thailand has obtained permis- 
sion from the International 
Monetary Fund (IMF) to with- 
draw up to 270 million special 
drawing rights (SDRs), or 
about US$290 million, as part 
of a one-year standby pro- 
gramme to improve the coun- 
trys current-account deficit 
and international reserves. 
Given that the Baht 17 billion 
(US$739.1 million) current-ac- 
count deficit at the end of Oc- 
tober represents a substantial 
65.2% improvement from the 
same period last year, the bulk 
of the newly approved IMF 
borrowings is expected to be 
used to prop up the position of 
foreign-exchange and gold re- 
serves, which have hovered 
around the US$2.5 billion 
mark this year, or well below 
the 1981 average. 

— PAISAL SRICHARATCHANYA 
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Singapore Airlines (SIA) is to 
restructure its operations at the 
end of its current financial year 
next March, according to local 
press reports, as part of a plan 
launched several years ago 
with the intention of facilitat- 
ing financing апа higher 
growth. A number of opera- 
tional departments are to be 
made separate subsidiaries, in- 
cluding training, engineering 
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and flight operations. The first 
such subsidiaries are likely to 
be tour promotion and pro- 
perty. The airline has recently 
formed . an. . engine-overhaul 
unit and Singapore Interna- 
tional Software Services as sub- 
sidiaries. SIA hopes to offer 
services to outsiders. 

L PATRICK SMITH 
Guthrie restructures its 
intemational 
Guthrie Corp., acquired last 
year by Malaysia's state-owned 
Permodalan Nasional Bhd, has 
restructured its international 
operations along the lines fore- 
cast by the REVIEW (Nov. 19). 
As expected, Kuala Lumpur- 
based estates-management 
group Kumpulan Guthrie, 
chaired by Tan Sri Rashdan 
Baba, takes over the owner- 
ship of all Guthrie's plantation 
assets, both: in Malaysia and 
overseas, while non-plantation 
interests now come under the 
new Guthrie Holdings, intor- 
porated in Britain. Guthrie 
Ropel, a 60%-owned sub- 
sidiary controlling 23,000 of 
the -corporations 74,000 
planted hectares in Malaysia, 
retains its public stake and its 
Kuala Lumpur listing. 

— JEFFREY SEGAL 


Philippines to make 

cars with Nissan 

Nissan Motor Co. and Maru- 
beni Corp. have signed an 
agreement with Philippine in- 
terests to form Pilipinas Nissan 
Inc., a car-assembly and distri- 
bution company. It is sche- 
duled to begin assembly on 
about 350 units a month of two 
Nissan models next year. Nis- 
san and Marubeni each hold 
15% of the venture’s shares, 
with 70% held by DMG Indus- 
tries Inc. — MIKE THARP 


Indonesia cuts oil 


prices to the Opec level 
In an effort to boost its sagging 
oil exports, Indonesia has re- 
duced prices for its 19 grades of 
crude to the differential levels 
agreed by Opec in 1976 in 
Qatar. Pertamina president 
Judo Sumbono stressed, that 
this reduction was still within 
the Opec price framework as 
the cuts eliminate only the pre- 
mium charged on Indonesia's 
oil above the Saudi US$34 per 
barrel benchmark. The price 
cuts range from 34 US cents a 
-barrel to US$1.90 a barrel. 

— MANGGI HABIR 
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| The Soviet Union recently — 
completed the laying of an oil 
' pipeline from its southern border t 


the Afghan capital of Kabul, 


n | according to Western diplomatic 


have big 
stakes i in the ory and some 
influence in Peking. Southeast -` 
Asian nations such as Malaysia, 

hailand and Australia are anxious 
not to see too radical and rapid a 
hange i in Hongkong's status for 
litical, commercial and 
financial reasons and might be 
prepared to get involved. Some 
ats consider that while 


sher Valley, 
“(Nove 17): 


“CHINA 
Thai Prime Minist 


|. Xuequian replaced Huang Hua 


minister and Zhang Aiping: тері 
Biao as defence minister (Nov. 19). Son Sann, 
leader of the Khmer People's National Liber- 


_ ation Front and prime minister ofthe Cambo- | 
` dian coalition, started à offi cial vi 


(Nov. 


ic | Mrs Bhutto's daughter Benazir took over the . 
"leadership of the Pakistan People's Pany fe 


and arrested three 


tfi ae the Press Trust of India said 


7). The 9th Asian Games opened in 
elhi (Nov..19). Twostudents were kill- 


d when police opened fire оп rioters in the |. 


har district of Assam state, United News 


of India reported (Nov. 18). Two bombs were |: 


rown ae Sikh militants into the house 
1 chang 


sources. This gives Moscow yet - 


another stranglehold over — 
Afghanistan, which imports all its 


: peream requirements from the 


oviet Union. In turn, the Soviets 
are the only buyers of Afghan 
natural gas, vast reserves of which 
remain untapped. 


DEATH-BED WISH 


‘The statement by Viktor Afanasyev, 


the editor of the Soviet party daily; 
Pravda, that the Soviet Union could 


„withdraw troops from thë border 
with China appears to be more than 


kite-flying. Communist leaders from 
the Third World who saw Soviet 


INDONESIA 

Romanian President: Nicolae Ceausescu 
held talks with President Suharto i in Jakarta 
(Nov. 23). 


MALAYSIA . 
‘The parliamentary нар to the Foreign 
Ministry said that Malaysiá no longer consid- 


ers the Philippine claim on Sabah to be an | 
ig | issue between the two countries (Nov. 19)... 


"PAKISTAN 
Former prime minister Zulfikar. Ali: 
| Bhutto's widow, Nusrat, anived in Wes 


many for treatment of suspected lung c: 


(Nov. 20). 


puer ЫЛ! SINGAPORE. 
шївруїнє operai: E 


calle for a public debate on the 


press and questioned the media’s tr. 


claim to represent, the people's dn to know 
(Nov. 19). 


SOUTH KOREA. xe өз 
А Seoul court jailed a woman for 15; 5 years 
fo N ^. The | 
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Del stepped down 
front's guerilla force 
killing in early Octobe 
unit commanders. (REVI 
5). The fact that he had 


tends to rule out the general 


involvement in the killing and 
now led to speculation that it wa: 
designed to embarrass him, 


and iita the pilot w was killed when it tras 
(Nov. 22). | tu 


SRI LANKA . 
Four Roman Catholic 
lican priest were ch: rg 
iteratui 


sentative. to the United States (Nov. 
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inder close and persistent scrutiny 
iving up to some of its promise 
Th edi: | 


iations, through civic groups and pro- 
ional: bodies to consumer advocates 


y iie Minister and 


usa Hitam saidin | 
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üld be dropped. 


d ments pe et year inthe. | 
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: ‘lieved by the societies that Anwar joined 


on the understanding that the amend- 
ments to the act would be dropped. : 
But while Anwar quickly rose to be- 





| E Parlament | 
‘bill tóók account of eae 


come a deputy minister and immediately | litic. 


began plaving a key role in the govern- | 
ment's counter-attack on the rising tide of | 
| Islamic fundamentalism, the amendments 


to the revised Societies Act, when they 
were read for the first time in parliament 


_on November 4, produced shock. The sec- 


retariat for the Conference of Societies, in 
a statement on November 12 said: “These 
amendments have not basically removed 
restrictions on the rights and activities of 
societies. On the contrary, the registrar of 
societies has been given new powers and 
more powers: Over the societies in certain 
areas.” 

Anwar was not available for comment 
аѕ һе маѕ abroad, but, 
sources, he was deeply agitated. He told 
the REVIEW earlier in the year that the 
changes to the bill would be substantial. 

Musa himself told a foreign correspon- 
dent: “Some of the radical provisions. in- 
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бы liberal than past ad 
the.next shock was Шага pr 


also deny access to the courts i п 
ing the ег on such matte 


foreign organisations, disquali 


office bearers and forced ате: 
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According to office-bea 
societies, the new bill 
same publ 


The split in осина Party islam after the pice of. 
its chief can only benefit the Maley ung] ра! 


` Kuala Lumpur: The man who tymibolised 


Malay political opposition in Malaysia for 


almost two decades until he was forced out | ` 
| as president of the theocentric Party Islam |. 
= (РЇ) now faces the prospect of being 
. pelled: from the pn bte 


Seon he com: 
not only in his home 





cause circumstances have changed. The. 


administration has gained'a large measure 
of public credibility through its slogan — 
"Clean, effective and trustworthy" 
which won the National Front 132'of; the 
154 seats. in parliament in April eying 
asked for and received what is in 
open mandate, the government continues 
to plug the same message: “Trust us." 
However, other.sources argue that the 
crunch will come;àt,the second reading. 
The opposition issexpected to attack the 
bill in the harshest terms and the Chinese 
press in particulars likely to give the issue 
maximum space, gi ii iiun 
Meanwhile, the Conference of Societies 
has decided to give priority not so much to 
meeting the home minister; though that is 
on the agenda, butto lobbying MPs di- 
rectly. As the societies are so numerous 





Anwar: disagreement at the $e 


onstrated an obvious incapacity to lead 
the only viable Malay opposition party, he 
is not quite finished. His main strength re- 
mains that his detractors and successors 
appear to have narrowed their political 
base to a fundamentalism which can ap- 
peal only to the backward East Coast 
states and will appal the non-Muslim com- 
munity, without whose support they can 
secure only a handful of seats in parlia- 
ment. 

Not surprisingly, therefore, Asri has hit 
out at his successors who, as he put it, 
were oblivious to the reality of multiracial 
Malaysia. Although he did not say it when 
he addressed thousands of his cheering 
supporters after his ousting, his successors 
have gone further than their predecessors 
in alienating not only the non-Muslims in 
the country but also its Muslims, who are 
Sunnis and not Shias, like most Iranians. 
According to Asri, the theologians who 
will run the party had brought upon PI the 
worst crisis in its 30-year history. 

While the general opinion is that Asri is 
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and include a large number of Chinese 
merchant guilds and clan associations, 
plus Islamic societies, the lobbying would 
cover a large икт of National Front 
MPs. 


Malaysian заб тей have never 


taken kindly to pressure groups and the 
reaction has been to meet protest with 
bluster or to ignore it. Another traditional 
reaction has been to shelter behind legalis- 
tic platitudes. But on this occasion, given 
the recruitment of a highly popular leader 
like Anwar, who stood firmly against the 
legislation last year, and given the home 
minister's repeated and categoric assur- 
ances that the laws would be repealed, 
there is grave doubt among observers 
about the control the government has over 
its bureaucratic machine, which is notori- 
ous for being rigid. 

Some analysts also believe that there 
may be disagreements within the top eche- 
lons: of government about. Anwar's rise. 
Asa total outsider who became vice-presi- 
dent of Umno within a few months of join- 
ing the party, Anwar has since become a 
powerful influence on policymaking. If he 
is successful in toning down the restrictive 
amendments to the Societies Act, some 
Umno politicians fear, he could emerge as 
a formidable leader with a mass following 
among both Malays and non-Malays. 

The second reading of the new bill is ex- 
pected in early December. The govern- 
ment — despite all protests — could ram it 
through parliament in the same manner as 
last year's bill. It certainly has the num- 
bers to do so without trouble. But how 
Anwar handles himself in the face of thé 
party whip will be watched by his support- 
ers within and outside parliament with 
extraordinary interest unless, of 
course, the government decides to modify 
the bill before the next sens LENS Ur pns cn MCA BAIN c tM Lp re 


a moderate in comparison with his succes- 
sors, he was also criticised by observers for 
being recklessly indifferent to the future 
of the party which nurtured him. Unlike 
almost any other Malay leader who has 
been forced out of his party, Asri's attacks 
on his ex-colleagues have been relentless. 

There appears to be little chance that he 
will recover his lost position as party chief 
even though he has not ruled out contest- 
ing the leadership next year. But, in the 
meantime, he appears bent on destroying 
the credibility of the new leadership. 

The ponent, of this angry old man's 
campaign can only be the government, 
which continues to appeal over his head 
and those of his opponents to members of 
PI to leave the party and join Umno, 
which is becoming more Islamic in charac- 
ter. Given the government's resources, 
and the high-powered campaign it has 
mounted, Asri may well succeed quite un- 
wittingly i in becoming a part of the govern- 
ment's campaign to damage badly and 
possibly ee МОЙЫНЫ ee eke ЧО NDS PI. — K. DAS 





Affair with 
an old love 


China apparently hopes its 
flirtation with Moscow will lead 
to a withdrawal of Soviet troops 


By David Bonavia 
Peking: China continues to tease the 
United States with the new.cordiality it is 
displaying towards the Soviet Union. Pe- 
king's tilt towards Moscow is continuing 
steadily, as was shown by the warm recep- 
tion which Yuri Andropov, the new Soviet 
general secretary, afforded Huang Hua 
during his visit to Moscow for the funeral 
of Soviet president Leonid Brezhnev. 
Huang's resignation from his post of 
foreign minister on his return to Peking 
caused an unnecessary flutter; his retire- 
ment on grounds of ill-health had been 
foreseen many weeks ago. Also, the nam- 
ing of a new defence minister to replace 
Geng Biao — dropped from the central 
committee in September — had no obvi- 
ous connection with the Sino-Soviet flirta- 
tion; Geng is believed to have been dis- 
liked by some top commanders of the 
People's Liberation Army (PLA). 
China's new man, Foreign Minister Wu 
Xuegian, is a former leader of the Com- 
munist Youth League and a close asso- 
ciate of General Secretary Hu Yaobang, 
who also came up through the league. Wu, 
now 60, represented the league during the 
1950s at numerous meetings in Eastern - 
and Western Europe as well as Moscow 
and Cairo. In the 1960s he attended Afro- 
Asian conferences in the Soviet, Union, · 
Zanzibar, Japan and Ghana, but he was 
Purged during the Cultural Revolution in 
1967. 


Wu resurfaced in 1978 when he was 
named a member of the largely cosmetic 
Chinese People’s Political Consultative 
Conference, and also deputy director of 
the international liaison department of the 
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expect to be their most determined 
: to destroy the 
guerilla allies. 


S speak of a signif- 


an countries. 
On the face of it, the appointment of. a 
official mainly éxperienced in youth 
borees and Afro-Asian affairs may 
m an odd one, since his task as foreign 


er will. vel pho: concerned: 


nite ‘much: ا‎ W is 
dely recognised to be low 
гапа alliance irr 


untry — ju d ову" 'on economic 
rounds — isa form of declaration that it 
ill extend substantial aid only to those 
pared to help themselves 

menang шын of 


called aggres- 


Other ehli countries are let off | 


lightly, though relations with the Netlier- 
lands are chilled by the row over Dutch 
.submarine Sales | to Taiwan, and France is 


Hanoi. 
Britain also gets a tongue-la 
1 


P 
puniti e жо оп Аврал 
bor о ke 


у 
indications that Vietnam may have 
n the gamble and moved some ele- 


ments of its crack northern units south to 
: spearhez 


'oming offensive: 


Jt is understood that plans have already | 
been prepared to pull civilians out of 
sprawling border encampments and back 
into Thailand in the event of a heavy Viet- 
namese push. Most civilians are in settle- 
ments under the control of the Khmer | 
People's - 


Ману ‘Liberation Front 


there бейту! is some manoeuvring aimed 
at softening China's. preconditions for 
more substantive talks than have taken 
piae SO fat. 


| s practised by F Premier Zhao Ziyang, 
the Chinese tactics vis-a-vis the Soviets 


“have been to put up several apparently | 


non-negotiable preconditions. for mean- 


ingful talks: a Soviet pullout from Af- 


ghanistan, cessation” of support for 
Hanoi’s occupation of Cambodia’ and 
withdrawal of at least some Soviet forces 
on the Sino-Soviet and Sino-Mongolian 
borders. Then, as atmospheric improve- 


ments take.place, the Chinese hint that . 


there is an order of priority in those de- 
mands and that the easiest, and to China 
the most welcome, might be to pull some 
troops — not much more than a token 
number perhaps — back from the Chinese 


| border especially in disputed areas. The · 


Soviet forces on the border are well below 
strength anyway, though the command 
and logistical infrastructure are there. 


Simultaneously with Wu's appointment | i 
a$ foreign minister, it was announced that | 
Geng was being replaced by Zhang Aip- 


ing, a career soldier and an expert on the 
military modernisation so badly needed 
by the PLA. Since 1975 i 


| 72, has been head of th 
= Technological Commission for National |i 


| million (ОЗ. 64 ae ate "worth of 


| British naval and electronic equipment | 


inwhile, ' ‘elder state: 
g has been using 
the Military С 


he cream of 


pu 

bastions of the:remnan 2 

Over the past few weeks there бак teen 
an unusual round of musical chairs in the 
provincial commands. You Tai 
replaced Wu Kehua as commander of the ` 
Canton region; Wang Chenghar has been 
promoted to replace You as comm nder 
of the Chengdu region, and Nie Е ngzhi 
has been replaced as commander of N 
ing by one of his former deputie 
Shouzhi. 

: Wu and Nie are evidently retiring from 
active service as they were. appointed in 
September to the new advisory.commis- 


Xiang 


;sion of the communist party, which has be- 


come à convenient place to put aging 
cadres out to: grass without loss of face. 


[The three new commanders were ap- 
` pointed to the central committee. 


Meanwhile, the opposition of some top 
commanders to present party policies has 
continued with further dis ussion ofa con- 


s general logistics depart: 
p behind Deng’s leader- 
nother blast at the arti- 
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George Schaller5 Rolex is superbly equipped 
to survive. 


The destruction of natural 
habitats and extermination of 
species are irrevocably chang- 
ing the nature of life on earth. 

Thousands of plants and 
animal species are currently 
threatened with extinction be- 
cause of the ravages of man. 

George Schaller, Director of 
the New York Zoological Soci- 
ety Animal Research and Con- 
servation Centre, has dedicated 
himself to halting and even 
reversing this sad and thought- 
less destruction. 

Schaller and his colleagues 
spend much of their lives in 
some of the most rugged and 
"inhospitable places on earth to 
study these species in their 
habitat. 

The Zaire Mountain Gorilla, 
the Indian Tiger the Snow Leopard of the 
Himalayas, and the Brazilian Jaguar are some of the 
endangered animals which have come under 
Schaller close scrutiny 

The results of such studies are presented to 
local governments and are then used as a basis for 
realistic conservation measures. 

Itis a source of great satisfaction to Schaller that 
his Centre has been responsible for helping to 
create and establish nearly fifty national parks and 
reserves around the world. 


Pictured: The Rolex Datejust Chronometer. Available in 1 
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At present, Schaller is in- 
volved in what may be the 
biggest ecological challenge in 
his life. 

In collaboration with a team 
of Chinese scientists in the 
Sichuan Province, he is working 
to save the Giant Panda from 
extinction. 

"By saving the panda, we do 
more than preserve a species, 
for we also express a loyalty to 
the earth, which. . . is the only 
home we shall ever know,” says 
Schaller. 

Itis estimated that now only 
1,000 Pandas still survive in 
the wild. 

So Schaller and his Chinese 
colleagues know that they must 
find answers quickly And as 
always, time is of the essence. 

For Schaller, that time is measured by Rolex. 

"My watch must be absolutely reliable," says 
Schaller. “When I’m in the wilderness for months or 
years, | must have a watch which is totally reliable 
. . . because it is vital that animal observations are 
recorded accurately. 

"My Rolex has never let me down, even in the 
extremes of climates and adverse conditions." 

George Schaller is doing all he can to help the 
animals of this planet survive. V 


His Rolex needs no help at all. 
ROLEX 
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Sct. gold, steel and gold combination or stainless steel, with matching bracelet. 


The airline with the most modern fleet in the world, still believes in the romance of travel. 








When the success of T business 
depends on making the right connections, 
look to the investment banking service 

with connections all over the world. 
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Bank of America NT&SA Member FDIC 


In today's volatile business environment, you need connections to 
get ahead. And Bank of America's Investment Banking Group can help 
you make them. 

Our vast global network and global expertise, plus our multi- ^ 
currency finance experience, give us a worldwide presence few banks э, 
can match. And give us ready access to world financial markets, both 
public and private. 

The connections we've built over the years, and all over the 
world, can be an important advantage for you. 

As advisors, we have the expertise to guide you knowledgeably 
through complex project financings. We also advise corporations on 
mergers, acquisitions, or divestitures. As financial specialists, we can 
arrange syndicated loans of all types. We structure, manage and distri- 
bute Eurobond issues. We're a leader in private placements. We have 
an extensive, experienced leasing operation. And we can tap the full 
resources of Bank of America to create unique funding packages com- 
bining investment banking and commercial banking instruments. 

Whether you need capital or just capital ideas, it pays to have the 
right connections. To find out how to make them, call your Bank of 
America Account Officer, or our investment banking specialists in 
Hong Kong, 5 - 2676666, or Tokyo, (81) (3) 214-6942. It's the first 
connection to your future connections, all over the world. 
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China's nuclear boom 


. 
The US seeks to sell Peking equipment but is worried about 
Chinese exports of nuclear material and technology 


By Robert Manning 

Washington: Stalled negotiations on a 
nuclear cooperation agreement between 
China and the United States which could 
lead to American aid for China's relatively 
ambitious nuclear power programme may 
be given new impetus by Secretary of 
State George Shultz's forthcoming visit to 
Peking. 

The prime obstacle to US-China nu- 
clear cooperation is Washington's suspi- 
cions that Peking has been playing the role 
of a wild-card nuclear supplier (REVIEW, 
Jan. 8) providing nuclear material and 
technology to.countries which may be 
covertly developing nuclear weapons. 
Senior American officials have told the 
REVIEW that China sold low-enriched 
uranium to South Africa last year through 
European intermediaries, sold heavy 
water to Argentina, and has discussed if 
not provided heavy water to India. Offi- 
cials also said that China may be providing 
nuclear technology to Pakistan to aid Is- 
lamabad's efforts to develop uranium-en- 
richment techniques. 

Under the American nuclear non-pro- 
liferation act of 1978, countries which re- 
fuse to submit their nuclear facilities to in- 
ternational inspection or to sign the 1968 
nuclear non-proliferation treaty are prohi- 
bited from purchasing nuclear technology 
or fuel. China has refused to sign the 
treaty or to join the International Atomic 
Energy Agency which serves as a watch- 
dog for improprieties and diversions of 
nuclear material for possible weapons 
uses. In September, the administration of 
President Ronald Reagan revealed an ex- 
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panded list of 63 countries which require 
specific authorisation for either dual-use 
equipment which can be used for commer- 
cial or military purposes or nuclear 
technology; China was on this list. 

A State Department official told the 
REVIEW: *China is something of a nuclear 
outlaw. We'd like to see [the Chinese] get 
out of this business." Other officials said 
that the administration does not expect 
China to sign the treaty. "But," a State 
Department official said, “we would like 
some assurances that they will safeguard 
their exports and be à more responsible 
supplier." Officials said that they need to 
enhance their dialogue with Peking on the 
nuclear issue, “so the Chinese understand 
the situation we face in getting nuclear co- 
operation off the ground." 


he fact that Washington and Peking 

were discussing nuclear cooperation 
was revealed last June in a speech by then 
deputy secretary of state Walter Stoessel 
to the US-China Trade Council. But well- 
placed State Department sources told the 
REVIEW that the discussions have been 
underway since mid-1981. Stoessel's dis- 
closure stemmed from discussions with 
Chinese officials who expressed strong in- 
terest in acquiring American technology 
for their nuclear-power programme. offi- 
cials said. In August, Vernon Walters, à 
roving ambassador sometimes referred to 
as Reagan's secret diplomat, made a dis- 
creet visit to China seeking assurances 
that Peking would place more stringent 
safeguards on its exports. But Walters re- 








turned to Washington empty-handed, 

China at present has no commercial nu- 
clear power reactors, but it has about 10 
experimental reactors and about 4,000 nu- 
clear engineers. The sites for China's first 
two nuclear plants were pinpointed in a 
Xinhua newsagency report on November 
10. The first Chinese-designed nuclear 
station will be located at Hangzhou Bay in 
Qinshan, Zhejiang province. Previous re- 
ports said the plant, which will be equip- 
ped with twin 300-mw. pressurised reac- 
tors, would be built near Shanghai. The 
second and much larger nuclear plant for 
Guangdong province has been designated 
for Daiya Bay, about 50 kms northeast of 
Hongkong's border with the Shenzhen 
Special Economic Zone. The station 
would use two 900-mw. water pressurised 
reactors for a total capacity of 1,800 mws 
and would rely more heavily than the 
Zhejiang power station on foreign 
technology. US Nuclear Regulatory Com- 
mission sources told the REVIEW that the 
Chinese need foreign technology for the 
turbines, but probably not for the reactor 
itself. 

American nuclear-industry sources said 
that China had approached Britain about 
supplying reactors and related technol- 
ogy. But US officials confirm that Peking 
has told the Reagan administration that it 
is particularly interested їп American 
technology. The REVIEW has learned that 
Westinghouse has discussed nuclear pro- 
jects with China, but cannot export any 
technology without the administration's 
approval. General Electric is also in- 
terested in China's nuclear-power pro- 
gramme and Bechtel is also thought to be 
attracted. "Guangdong has a certain com- 
mercial attractiveness and we'd like to see 
US firms get a piece of the action," a State 
Department official said. 

US officials express optimism that 
China may mend its nuclear-export ways 
in the not too distant future, thus clearing 
the way for an agreement. But officials 
said that the nuclear talks have been over- 
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| Ershad, as assurances m Dacca | fc 


would work hard to persuade New Delhi 


to accept Nepal asa member. He pledged 


that as long as Nepal was not a member, 
Bangladesh would not come to terms with 


India on their long-standing dispute over |. 


Top-level action in Tokyo and Seoul will be 
settlement on Japan 5 economic aid plan for South Korea 


By. Mike Tharp. 


jer and South Korea have lost valu- 
able ground in their 20-month struggle 
over economic cooperation. It will take 
time to regain momentum, and only a top- 
level political. decision by each govern- 
‘ment can lead о а settlement: 2. 

In July both sides had agreed, after long 


general framework for an aid. package 
(REVIEW, July 9). Japan would provide 


US$4 billion to South Korea at an interest | m 
pledge | in late 


rate of around 6% over about the next five 
years: The two. governments still differed © 


on terms — Tokyo offered US$1.5 billion | 


in yen loans and US$2.5 billi 
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dependent on India's largesse for its share 
of the Ganga's water — but New Delhi has 
remained cautious, India does not object 
to the project, but insists on dealing with 
Nepal and Bangladesh separately on a 
bilateral basis. This is the root of India's 
objection to Nepal joining the JRC. As 
late as November 13, Indian Minister of 
Irrigation Kedar Pandey rejected Nepal's 
membership. 

India has not been entirely inflexible on 
the issue. During à visit to New Delhi on 
October 6-8, Ershad was able to persuade 
Indian officials to work outa joint strategy 
for solving their water-resources problem 
and improving control over the Ganga 
(REVIEW, Oct. 15). Ershad told Nepalese 
leaders during his visit about an agree- 
ment between India and Bangladesh to 
formulate a joint request for Nepal's per- 
mission to let the JRC collect data in 
Nepal on the Ganga's flow during the wet 
and dry seasons. 

For its part, the Nepalese leadership 
has always been willing to cooperate in 
solving the perennial problem of regulat- 
ing the Ganga's flow. However, some con- 
servative politicians and National Pan- 
chayat members insist that the reservoirs 
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Ershad: breaking the barriers 


project should not go ahead until Nepal is 
assured that compensation will be made 
by all project participants if Nepal were to 
suffer damage or other losses caused by 
the accumulation of water in the reser- 
voirs during the monsoon season. This 
group also wants assurances that villagers 
dislocated by the project will be provided 
for properly. 


nd 


Anti-Japanese demonstration: а textbook case 


in July. Many Japanese believe the South 
Korean reaction was disproportionate to 
the magnitude of the textbook issue itself. 
Some analysts suggest the Seoul govern- 
ment initially encouraged anti-Japanese 
protests in order to divert domestic atten- 
tion from the many problems President 
Chun Doo Hwan was facing earlier in the 
year. Then, these analysts reason, the pro- 
tests surged out of the government's con- 
trol. 


or their part, South Korean officials 

deny that any encouragement was given, 
or even necessary. It is true that the Ko- 
reans' dislike of Japanese at least equals 
that felt by other. Asians who suffered 
under Japanese aggression. A few South 
Koreans said this intense feeling comes 
from widespread guilt harboured by many 
South Koreans who collaborated, openly 
or secretly, with their Japanese colonial 
administrators. 
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Whatever the 
reason, bilateral ne- 
gotiations will also be 
stymied by other re- 
cent developments. 
One is the current po- 
litical confusion in 
Japan stemming from 
Prime Minister Zen- 
ko Suzuki's announce- 
ment in October that 
he would not seek re- 
election as president 
of the ruling Liberal 
Democratic Party. 
Since then, the Japan- 
ese political scene has 
been dominated by 
the leadership race in- 
volving four candi- 
dates. Until the party 
election processis completed and a cabinet 
reshuffle likely soon after, no progress can 
be expected in the cooperation talks. 

In addition, the pro-South Korea lobby 
in the Japanese Diet, or parliament, consi- 
dered the reaction in Seoul to the 
textbook. issue excessive. As a result, 
South Korea has lost valuable support, at 
least temporarily, among this small but in- 
fluential group of MPs who have pro- 
moted South Korean interests in Japan for 
years. Early this year, subtle but effective 
pressure by the- pro-Seoul politicians 
helped move the stalled talks off dead- 
centre. However, there is little chance 
now that such pressure will be reapplied 
soon. 

Finally, the South Korean Government 
itself has gone out of its way to declare 
economic aid from Japan as non-essential 
to its growth. In early November South 
Korean Prime Minister Kim Sang Нуир 
was quoted by his government's news- 


Trade was discussed during Ershad's | 
meetings with the king and with Nepalese 
Prime Minister Surya Bahadur Thapa. All 
three stressed the importance of improved 
transport facilities over a 14 mile-corridor 
running through India between Jhapa in 
eastern Nepal and Atwari in northwestern 
Bangladesh. Ershad, at à press confer- 
ence, expressed the hope that India would 
provide a road and a waterway through 
the corridor, and he said Nepal and 
Bangladesh had agreed to approach India 
on the subject. Currently, goods between 
Nepal and Bangladesh are shipped by rail 
via West Bengal, but the high cost of this 
route has depressed the trade. 

At the press conference, Ershad also 
announced a ministerial-level meeting of. 
the Nepal-Bangladesh Joint i Economic 
Commission, planned for early January in 
Kathmandu. The meeting is aimed at solv- 
ing technical problems confronting bilat- 
eral trade and joint ventures. Current 
joint-venture proposals include the estab- 
lishment of agro-based industries such as 
jute. paper and pulp factories, and fer- 
tiliser plants. These projects were also dis- 
cussed between Ershad and Thapa during 
the visit. 





agency as saying the country would be 
able to carry out its five-year economic 
development plan, which begins this year, 
without Japan's financial help. 

Another South Korean official told the 
REVIEW that Japanese loans would speed 
up some industrial projects, such as sew- 
age systems, road-paving and school and 
hospital construction. "If Japanese loans 
are not available, some of the projects 
would have to be delayed,” he added. If 
an aid package were agreed on, disburse- 
ment of thc funds would be spread over six 
to eight vears, so if Seoul gets a total of 
USS$4 billion, the annual total would range 
between US$500 million and US$800 mil- 
lion. South Korea's gross national product 
this year is forecast to be about US$68 bil- 
lion. 

Negotiators from both governments 
now agree that a high-level political ges- 
ture or decision must be made in both cap- 
itals if the aid issue is to be settled. "Now, 
fundamentally, what we require to solve 
our problems is a political decision, not 
just a routine low-echelon meeting,” said 
one South Korean official. 

One. scenario now being considered 
would have Chun cable his congratula- 
tions to Japan's new prime minister, in- 
cluding à wish for a speedy resolution of 
their bilateral differences. That would 
allow Japan's new premier to send back а 
message stating his. support of strong 
mutual ties and other diplomatic niceties. 
Then working-level officials could return 
to the bargaining table. 

Still, the emotions which both Japanese 
and South Koreans have laid bare in re- 
cent months are never far below the SUF 
face. Intemperate actions by both sides 
make it unlikely that a mutually satisfac- 
tory settlement will be reached in the near 
future. 
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T Seoul's handling of a runaway Chinese pilot indicates how 
much South Korea would like links with Peking 


By Andrew Tanzer 
Taipei: The South Korean Government's 
handling of the defection of Wu Jung-ken, 


the Chinese air force pilot who defected to : 


Taiwan via South Korea, provided one 
more indication of how much Seoul’s rela- 
tions with Peking and Taipei have 
changed over the past two decades. Once 
à staunch ally of Taiwan's ruling Kuomin- 
tang (KMT), Seoul is now cool towards 
Taiwan at a time when the South Koreans 
аге actively courting China. South Korea 
appears willing to switch diplomatic ties 
from Taipei to Peking, but as China does 
not look like reciprocating in the short or 


‘medium-term future, Taiwan is not feel- 


ing overly anxious. 

. The defection of Wu, who flew his 
MiG19 from Shandong province to South 
Korea on October 16, presented Seoul 
with a delicate problem. Many analysts 
believe the South Korean Government 
delayed announcing the defection for sev- 
eral days as it waited for a Chinese reac- 
tion; the Chinese press said only that an 
aircraft had disappeared. 

The wording of the South Korean an- 
nouncement — that the pilot sought 
asylum in a third country — raised some 
eyebrows in Taiwan. The KMT view is 
that Taiwan and mainland China are part 
of the same nation, while the South Ko- 
rean statement implies that the two areas 
are separate countries. When Wu's desti- 
nation was clarified, the South Koreans 
said he would be travelling to “free 
China." Diplomatic analysts saw this 
phrasing as a compromise: the appellation 
Republic of China would be most satisfac- 
tory to the KMT and Taiwan least so. 

Some local people were disappointed 
that it took two weeks for South Korea to 
send Wu to Taiwan, but most analysts are 
agreed that this was not an unreasonable 
delay. The South Koreans presumably 
tried to obtain military intelligence from 
Wu. There was one precedent — in 1961 
two Chinese flew to South Korea and re- 
quested asylum in Taiwan — and in that 
case the defectors spent three weeks in 
South Korea. According to several 
sources, the South Koreans were to turn 


- Wu over on November 2-3, but were pre- 


suaded by Taipei to advance the date to 
October 31 to coincide with the birthday 
of the late president Chiang Kai-shek. 
One local analyst held that Taiwan dis- 
patched two defence officials — not dip- 
lomats — to negotiate Wu's transfer be- 
cause military relations are closer than 
diplomatic ones. 

In the 1950s and most of the 1960s South 
Korea and Taiwan were the best of 
friends, allied in the fight against com- 
munism. In the 1950s Chiang and then 
president Syngman Rhee were leaders of 
the international anti-communist league. 

Many analysts trace Seoul's change of 







heart to the doctrine former United States 
president Richard Nixon formulated in 1969. 
"Asitgradually becameclearduringthe Nixon 
administration that the US was moving to- 
wards cashing in its chips with Taiwan, 
South Korea's China policy was over- 
hauled. Taiwan's ousting from the United 
Nations in 1971 and Japan's severing of 
ties with the KMT regime in 1972 may also 
have influenced the South Koreans. 

In 1973 the late South Korean president 
Park Chung Heé announced the so-called 
open-door policy, according to which 
Seoul was willing to establish diplomatic 
relations with any government — includ- 
ing communist ones — which would recip- 
rocate. It soon became clear that South 
Korea was keen to establish relations with 
China and the Soviet Union. From that 
year, Seoul has seldom criticised China. 
And, since the early 1970s, the South Ko- 


Wu: a pointer to relations. 


rean Government has apparently sought 
to distance itself from the KMT. Both 
areas remain firmly in the anti-communist 
camp, but even here the ground is not so 
common: South Korea's anti-communist 
energy is focused on the North while 
Taiwan's is on China. 


here are compelling political and se- 
curity reasons underpinning Seoul's at- 
tempts to improve ties with Peking. 
China's foreign policy influences stability 
on the Korean peninsula. The US seems 
to support Seoul's strategy. In September 
US Ambassador to Seoul Richard Walker 
said that if Peking recognised Seoul, 
Washington would recognise Pyongyang. 
China shows few signs of playing along. 
There are also powerful economic mo- 


` tives for Seoul's courting of China. Like 


the Western industrialised countries, 












у, China also makes an attractive 


source of raw materials such as coal and 


petroleum. South Korea has not waited 
for diplomatic ties to promote trade with 
China. According to Chu Song-por, a Ko- 
rean specialist in Taipei's Institute of In- 
ternational Relations, Chinese statistics 
show explosive growth in bilateral trade. 

From US$120 million in 1979, trade roc- 
keted to US$330 million in 1980 and 
US$1.2 billion in 1981. The 1981 figure 
was, significantly, double the trade vol- 
ume between South Korea and Taiwan. 
The two newly industrialising countries 
are fierce export competitors for many of 
the same markets and products. By con- 
trast, China's and South  Korea's 
economies are to a large degree com- 
plementary. 

Officially, all the trade is indirect, but 
there are persistent reports that coal- 
carriers аге making their way direct 
from the northeast Chinese port of 
Qinhuangdao to South Korea. One source 
said South Korea imports the coal on 
Panama-flag carriers through Japanese 
agents. A Chinese official told Japanese 
trading companies recently at the Canton 
trade fair to cease transshipping Chinese 
products to South Korea. 

Taipei seems well aware of Seoulgs in- 
tentions, but is not losing much sleep over 
them. Taiwan's saving grace is that there is 
little chance Peking will recognise Seoul, 
for fear of antagonising Pyongyang. China 
continues to stick to North Korea's line 
that there is but one Korea. With enemies 
on its northern and southern borders, 
China cannot afford to have another 
Soviet client-state on its northeastern 
border. 

Clearly China puts great stock in its 
friendship with the North Koreans. The 
relations are apparently more important 
than any benefit to be derived from 
further isolating Taiwan (if China recog- 
nised South Korea, presumably Seoul 
would break ties with Taipei, thus reduc- 
ing to two — Saudi Arabia and South Af- 
rica — the number of major nations with 
which Taiwan has diplomatic relations). 
In this context, Taipei was probably de- 
lighted to see China's elder statesman, 
Deng Xiaoping, and General Secretary 
Hu Yaobang visit North Korea in April, 
and North Korean leader Kim ЇЇ Sung 
travel to China in September. 

Perhaps Taiwan can put its heart at ease 
for now, but this does not take all the sting 
out of the way its treatment at the hands of 
the South Korean Government has 
changed. When South Korean President 
Chun Doo Hwan launched his proposal 
for a Pacific-rim summit conference ear- 
lier this year, Taiwan was conspicuously 
missing from his list of 12 nations which 
might attend. Far fewer Taiwan and South 
Korean cabinet ministers exchange visits 
these days. Some local observers accuse 
Seoul of being heavy-handed in trade is- 
sues between the two countries. Taiwan 
still considers South Korea a friend, but 
clearly relations have shifted dramatically 
over the past 15 years. ш 
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A clearer pict 
Chinese leaders’ recent statements give an 

idea of the framework for Hongkong after 1997 
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_ Ву Mary Lee 
: Pos officials have recently made statements on the future 
of Hongkong which go far beyond the earlier general asser- 
tion of Chinese sovereignty over the territory. Radio Peking 
quoted General Secretary Hu Yaobang on November 20 as say- 
ing that the reunification of *our country . . . the return of 
Taiwan to the motherland and the recovery of Hongkong" was 
one of China's main national goals. This was the first time Hong- 
` kong had been mentioned in the context of China's main na- 


_ -tional goals, the other two being modernisation and the policy of 


opposing the hegemony of the superpowers. 

On the same day, Liao Chengzhi, whois in charge of Overseas 
Chinese affairs, reportedly told a delegation of Hongkong fac- 
tory owners that Peking would recover sovereignty over Hong- 
kong “by 1997 at the latest.” Liao, who is also a vice-chairman of 
the National People's Congress, added that the territory would 


Passport to nowhere 


The new British Nationality Act heightens concern 
among Hongkong people over their legal status 


ould be maintained. According to the 








position asa financial centre 





pro-Peking Hongkong daily newspaper 
Wen Wei Po, Liao said the self-govern- 
ment plan for Hongkong had been care- 
fully considered by the Chinese Government and the manage- 
ment principle for Hongkong fixed. 

These Chinese statements clearly indicate that Peking has 
prepared a framework for Hongkong’s administration after 1997 
when British rule over at least 89% of the territory is scheduled 
to end. However, there has been no indication on the progress of 
Sino-British talks on Hongkong which began early last month. 
China’s purpose in publicising its stance, analysts say, is twofold: 
to reassure the public, and to stimulate local comment. 

Peking appears to be past caring about the repercussions of its 
statements on the local stockmarket, but it is seriously con- 
cerned about the lack of confidence among industrialists. The 
publicity given to the Chinese statements to the factory owners 
indicates that China is anxious to maintain the confidence of this 
vital sector of the economy, now strained by reduced exports, 
rising production costs and Western protectionism. “The offi- 
cials have been far more forthcoming with the factory owners 
than they were with the developers who paid an unofficial visit to 
Peking in June,” observed one analyst. “That’s very telling." 








time when confidence in the territory’s fu- 
ture is low. But the most important ques- 
tion is what will happen to the freedom to 
travel which Hongkong people now enjoy 
if and when sovereignty is returned to 
China. 

Former governor Lord MacLehose 












he British Nationality Act 1981, which 
comes into force on January 1 next 
year, has added to fears among Hongkong 
people over their future. Under this law, 
holders of locally issued passports, mostly 
ethnic Chinese, will no longer be called 


citizens of the United Kingdom and. 


colonies or British subjects. 

The loss of these classifications has be- 
'come significant now that Sino-British dis- 
cussions to find a solution to Hongkong's 
future have begun. Officials in London 
and Hongkong have consistently main- 
tained that the objective of this law is not 


to prevent local-born Chinese — who will 


be called British dependent-territory citi- 
zens in their new passports — from emi- 
grating en masse to Britain when Hong- 


24 


kong is eventually returned to China. 
Rather, they insist, the act aims to remove 
inconsistencies in British laws governing 
the right of various kinds of subjects to 
enter and live in Britain, 

Local concern about the new passports 
is threefold. The first is the practical prob- 
lem of immigration. Many feel that exist- 
ing discrimination against Hongkong- 
British passport holders will increase with 
the second-class status the new terminol- 
ogy implies. France and West Germany, 
for instance, have indicated tougher pro- 
cedures in granting visas to Hongkong 
people. 

Then there is a psychological reaction. 
Тһе Nationality Act is seen as diluting the 
Hongkong-British relationship at a critical 
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touched on the first two problems when he 
told the House of Lords recently: "These 
people [holders of Hongkong passports] 
wish their national status to be described 
as British. This would have no bearing on 
right of entry or abode in the United King- 
dom which has not existed for them since 
1962. But it would be of practical value to 
them as great travellers in third countries 
and it would be welcomed." 

British Prime Minister Margaret 
Thatcher, during her September visit to 
Hongkong, alluded to the possibility that 
London might provide Hongkong people 
with a token "British" stamp on their pass- 
ports. However, even such a concession 
would do little to allay the fears of many, 
particularly civil servants and policemen, 


NOVEMBER 26, 1982 e FAR EASTERN ECONOMIC REVIEW 
= 2 ri 


ИР e ачыг 


TI Ar |. EN 


about their future once China regains 
sovereignty. The 140,000 government ser- 

nts in Hongkong have no mandatory 
right to British citizenship with its automa- 
tic right to enter and live in Britain. 

According to an officia] statement in 
London, there are only 19,000 people in 
Hongkong who are patrials and as such 
are entitled to British citizenship. Most of 
these are British citizens and their child- 
ren who were born in Hongkong. Under 
British law, patrials are those who were 
born in Britain; or those born into a family 
of which one of the parents was born in 
Britain and. was a British citizen at the 
time of the birth, or those whose spouse is 
a patrial. 


ocal government servants have ex- 

pressed fears of being discriminated 
against by any new regime once British ad- 
ministration ends for having served under 
colonial masters. A re-education pro- 
gramme similar to that imposed on South 
Vietnamese who fought against the Viet- 
cong may seem far-fetched, but those gov- 
ernment servants who have unpopular 
jobs like clearing squatters and arresting 
hawkers are nevertheless worried. 

The biggest worry, however, is that 
Hongkong people may find their freedom 
to travel limited in the future. Ever if this 
tegitory becomes a special administrative 
region of China after 1997, what sort of 
passport will they hold, and how will these 
be issued? Admittedly, this problem is 
seen in the current perspective in which 
China's nationals not only have no free- 
dom to travel, but also face difficulties in 
entering many Southeast Asian countries. 
Local businessmen regard freedom of in- 
ternational movement as quintessential. 

In addition, there is concern about the 
limits of China's laws as they apply to 
Hongkong Chinese — the fear that, what- 
ever the status of their passports, they 
could be subject to Peking's laws once 
they enter the mainland. What then, many 
ask, is the use of a separate passport and a 
separate legal system in Hongkong? Such 
fears stem from the imprisonment of at 
least two Hongkong Chinese for alleged 
political crimes while they were visiting 
China in 1981-82. Although they were 
Hongkong residents and thus entitled to 
help from the British Embassy in Peking, 
China regarded them as Chinese nationals 
because they had entered on a Chinese- 
issued re-entry permit. 

There is little that either Britain or 
China can do to assuage the fears of Hong- 
kong people at present. Both sides are still 
finding ways to clear the sovereignty hur- 
dle, so travel and immigration problems 
remain distant obstacles. For some Hong- 
kong-British passport holders, however, 
the writing.is clear. China's intention of 
recovering sovereignty and their di- 
minished status in relation to Britain 
means there is but one way out: to get 
another type of passport. Several enter- 
prising Australian, American and Cana- 
dian investment and immigration experts 
are now busy selling their advice on how to 
secure the right to enter and live in those 
countries. — MARY LEE 
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Bangkok buses on the road: Prem freezes the fares. 


The old alliance | 


Labour and student activists join forces to 


the government to freeze bus fares in the capital 


By John McBeth 

Bangkok: Two weeks of protest over an 
increase in Bangkok city bus fares witness- 
ed the re-emergence of a student-labour 
alliance as a persuasive voice in Thailand's 
tangled political undergrowth. But there 
are few indications, at least for the time 
being, that the alliance's actions will ex- 
tend beyond basic issues guaranteed to 
earn it widespread public favour. 

In what was a limited victory for the 
protestors, Prime Minister Prem Tin- 
sulanond announced on November 21 that 
he was freezing the fare increase tem- 
porarily while a high-level committee is 
appointed to investigate allegations of 
mismanagement at the state-run Bangkok 
Mass Transport Authority (BMTA), 
which runs the city's bus services. Student 
and labour leaders claimed the November 
6 fare rise — from Baht 1.50 to Baht 2 (7- 
8.5 US cents) for the first 10 kms — could 
not be justified as long as well-publicised 
problems of inefficiency and corruption 
persisted in the BMTA's operations, cur- 
rently losing Baht 70 million a month. 

Steering clear of anything that could be 
construed as inciting violence, the activists 
mounted a hunger strike and a series of 
carefully orchestrated demonstrations to 
press their demands: a reversal of the fare 
decision, the resignation of BMTA direc- 
tor. Vimol Siripaiboon, and the setting up 
of a special board to work out short- and 
long-term solutions to bus problems in the 
sprawling, overpopulated metropolis. 

Although they failed to draw a signifi- 
cant number of people on to the streets, 
the protestors did win overwhelming sup- 
port from the Thai-language media which 
appeared to see the issue more as an op- 
portunity to attack Vimol and two equally 
unpopular figures — Deputy Communica- 


tions Minister Veera Musikapong, and 
government spokesman Trairong Suwan- 
nakhiri. 

Vimol, a well-known writer, was à con- 
troversial choice as BMTA director from 
the outset and, like the trained adminis- 
trators who preceded her in that position, 
has been unable to improve the author- 
ity's fortunes. Critics maintained at the 
time of her appointment in October 1981 
that if men professionally equipped to 
tackle the job had proved incapable of 
putting the BMTA on a sounder footing, 
then someone with no previous experi- 
ence in the field of administration had lit- 
tle chance. 

Veera, a one-time journalist whose 
portfolio gives him overall responsibility 
for BMTA operations, emerged as the 
most unpopular figure in Prem's cabinet 
during a parliamentary no-confidence de- 
bate this year. He has been under verbal 
assault within his own Democrat Party 
over the bus controversy, but this is 
merely another symptom of the factional 
struggle which continues to afflict Thai- 
land's oldest party as the count-down be- 
gins to next year's general election. 

The third target, Trairong, has never 
endeared himself to Thai newsmen, who 
regard him as arrogant and far too lauda- 
tory of government policies. He has also 
been widely criticised for making thought- 
less statements. While he has since denied 
threatening bus demonstrators with vio- 
lence, Trairong was quoted in the early 
days of the protest as recalling the 
bloodshed at Bangkok's Thammasat Uni- 
versity on October 6, 1976, within the 
context of student involvement in the 
issue. 

It was memories of the bloodshed which 
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longkorn, Mahidol, Kasetsart, 
hamhaeng and Srinakarinwirote — 
mounting a low-key but persistent cam- 





; = a to keep the bus protest in the head- 


es and the pressure firmly on the gov- 
ernment. In interviews with the REVIEW. 
Thammasat student-union president Sek- 
som Banditkul and other student leaders 
all stressed the importance of the cautious 


; approach and indicated that their primary 


fear was infiltration by outsiders. 
Contacts between the students and 
labour leaders were restored more than 
three years ago after being severed in the 
wake of the 1976 bloodbath and the coup 
which followed. But the effects of the al- 
liance — still relatively loose because of 
varying degrees of fragmentation within 
the labour movement and the absence of a 
unified student body such as the now-de- 
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| government was prodded into 
in | halving a proposed Baht ! bus-fare in- 


crease. i 

That campaign probably attracted more 
public support, if not the same level of 
protracted publicity, and clearly gave the 
protesters the confidence to take action 
again this year behind a coordinating com- 
mittee made up of 10 labour leaders and 
20 student representatives. 

Prem's decision to freeze the fare in- 
crease temporarily almost the minute he 
returned from a visit to China has put the 
issue in a holding pattern. What remains 
to be seen is whether the government can 
come up with a solution which will take it 
off the boil altogether. Given the BMTA's 
Baht 2.2 billion overall debt — mostly in 
unpaid loans and fuel bills — it will not be 
easy. 


_ More treats in store 


— Inducements given to Western Samoa voters bring down the 


prime minister — and another election seems likely 


— By Richard Long 


V 


|. Apia: A political upset and subsequent 


liamentary stalemate in Western 
amoa has complicated relations with 
New Zealand, which formerly ran the 
country for nearly 50 years. A general 


- election in February led to charges of elec- 
` toral malpractice against supporters of 
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prime minister Va'ai Kolone. An elec- 
toral petition followed, with evidence that 
US$1,300 had changed hands, along with 


three cows, two pigs and 350 loaves of. 


bread, in a bid to buy-votes fo e the 


_ former leader in his seat. 


Chief Justice Russell Callender found: 


Kolone's supporters guilty of corruption, 
and the prime minister, who is also the 
leader of the Human Rights Protection 
Party (HRPP), was toppled from his seat 
in September. The only thing that sur- 

rised Samoans about this.affair was that 

olone was caught. Under Western 
Samoa's electoral system, where only the 
family chief votes, such bribery and so- 


- called treating is both commonplace and 


effective. No particular stigma is attached 
to the incident, and Kolone is expected to 
win back the seat in a by-election in 
January. 

After Kolone was ousted, the head of 
state, Tanumafili II Malietoa, did not re- 
‘place him with another member of the 
HRPP, but instead chose opposition 
‘leader Tupuola Efi. The parties were nar- 


— rowly divided and the head of state hoped 


that Efi, who had formerly been prime 
minister for six years, would try to unite 
the country by forming a cabinet of minis- 
ters from both parties. 2 
Efi tried to do this, but the HRPP men 
who were offered portfolios refused them. 
Then a member of Efi’s party lost his seat 
after another electoral petition, and a sec- 
ond MP defected to become an indepen- 


dent. This left the position of the parties as 
follows — the government with 21 seats, 
opposition 23, independent one, with two 
by-elections to come. 

Efi is unable to call parliament to- 
gether, which he does not technically have 
to do until April 1983 at the latest. Then 
he appears likely to face a vote of no confi- 
dence, and Western Samoa will plunge 
once again into a new election and a new 
round of bribery and treating. 


Western Samoa has been independent 
since 1962, after 48 years of New Zealand 
tule, and these developments have little to 
do with Wellington. But the problem for 
New Zealand's Prime Minister Robert 
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enabled Well- 


ie government v 
ington to claim it had Apia's agreement 


when it passed legislation to overturn а 
Privy Council decision on Samoan citizen- 
ship (REVIEW, Sept. 24). The Privy Coun- 
cil's decision, in effect, declared all West- 
ern Samoans born between 1928 and 1949 
to be New Zealand citizens. : 

Efi, in opposition, was critical of the 
hurried protocol entered into by the 
Kolone government and sought legal 
opinion to overturn it. In Wellington, 
Muldoon threatened that this would lead 
to a renegotiation of the whole treaty of 
friendship between the two nations. 

Efi backed down, but when Wellington 
slapped a freeze on residency applications 
by Western Samoans in New Zealand 
after promising in the protocol negotia- 
tions that citizenship would be automatic, 
he interpreted this as pressure. Efi re- 
sponded: “The Western Samoan Govern- 
ment is seeking two things — a legal opin- 
ion from an eminent New Zealand lawyer 
and views of the Samoan people whose 
rights are affected by the protocol. It is the 
firm view of the Western Samoan Govern- 
ment that it does not require leave from 
any government, however friendly, to do 
either. Nor does it intend to seek such 
leave." 2 

That was a win for Western Samoa. 
Further confirmation of this came after all 
the mayors of the islands met to consider 
the protocol. The result was inconclusive 
as many mayors did not express a firm 
stance, saying they wanted to take details 
back to their villages for consideration. 

In Wellington, Muldoon claimed that 
lessthan a third of the mayors opposed the 
protocol, citing New Zealand High Com- 
missioner David Caffin as his source. Efi 
called Caffin and instructed him to correct 
Muldoon's misinterpretation of Western 
Samoan politics. As for Muldoon's claims 
that Caffin was the source of his informa- 
tion, Efi replied: “Well F talked to him 
[Caffin] and he denies it. I told him on the 
phone, I want that corrected." Muldoon 
then rather shamefacedly admitted in 
Wellington that the source of his informa- 
tion was a TV news report, not Caffin. Efi 
said the mayors had given their views and 
that 95% of them were opposed to the 
protocol. 

However, Muldoon had one item of 
comfort — the legal report sought by Efi 
advised that the protocol was a valid in- 
strument in international law and there 
was no valid reason for setting it aside. 
This was some consolation, as Muldoon's 
cabinet had split over the citizenship ques- 
tion. But, while providing this advice, the 
adviser made it clear that morally the New 
Zealand Government should have al- 
lowed the Privy Council's decision to 
stand. Hesaid that the government rushed 
the protocol negotiations and its fears 
were more imagined than real. Talks are 
to be held in February between the two 
governments, with some experts suggest- 
ing that a New Zealand-Samoan commis- 
sion might be the best means of sorting out 
differences. 2 | ..uU 
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Vogue assembled the 84 parts 
composing this ultra-thin ^» % % 
lighter. T* 
Its toughness and reliability 
come from the stringent 
tests required throughout 
the creation of this master- 
piece with classic, unique 


Caran d’Ache products 
bear the “Swiss Made” 
hallmark with pride. 
Justified pride, too, reflecting 
the high precision and 
artistry of the craftsmen of 
Geneva. 

Da не de this 
ultra-thin ter eaturing 
dual dual independent t gas | 













CARAN dACHE 


GENEVE 


Ulera-thin lighter 
with dual gas reserves 
+ and “Highline” pattern. 


Luxury leather articles 
in genuine top-grain calfskin. 


Fountain-pen and pen 
from the Madison collection, 
gold- or silver- plated. 


DESCO (JAPAN) LTD. CPO Box 300, TOKYO 100-91. Tel. 562-1271-85, Telex 24909 
OMTIS LTD. Kaiser Estate, Phase 3, 10/F 1. 11 Hok Yuen Sweet, Hung Hom, Kowloon, HONG KONG, Tel. 3.330241, Telex HX40261 
LIEBERMANN OVERSEAS TRADING LTD, Rm 209, Shaw House, Orchard Road, SINGAPORE 0923, Tel. 7345622 TLG, Telex RS 21535 
SWISS. ANGLO AGENCIES PTY LIMITED, 168 Waverley Road, EAST MALVERN, 3145, Victoria, Tel. 211 9908, Telex AA 39111 
CAPITAL SAVER COMPANY LIMITED, PO. Box 12-40, Yannava Post Office, BANGKOK 10120, Tel 2865798 





In today's highly volatile foreign exchange 
market, there's one bank that can make your 
business a little simpler. 

Barclays Bank. 

Barclays is the biggest foreign exchange 
dealer in the world's biggest foreign exchange 
centre- London. 

So whatever' going on in the world, 
Barclays is in the right place, at the right time, 
to give you the right quote. 
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MORE MONEY FOR YOUR MONEY. 

The sheer size and scale of Barclays’ foreign 
exchange dealings guarantees you extremely 
competitive exchange rates. 

And also means that Barclays can offer you 
the widest range of currencies you'll find 
anywhere. 

A point worth bearing in mind when you 
need Saudi Arabian rials,or Venezuelan 
bolivars, or whatever. 
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24 HOURS TO THE DAY. service, with a branch always open for 
London is the centre of Barclays’ compre- business—if notin London, then New York 
hensive international network of twenty or Frankfurt-and in Asia, Hongkong, 
foreign exchange dealing rooms, strategically Singapore and Tokvo. 
located across the world's key business centres. That's why, the next time youre dealing 
A network which keeps a close eve on with foreign currencies, vou should talk to 
everything that's happening in the world's Barclays Bank first. 
foreign exchange markets. ГЛЕ AT AWC You'll find that anywhere in 
And a network that always f 4 4 the world of foreign exchange, 
offers round-the-clock | 2 “J| there's no bank more at home. 
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Jl, HONG KONG, INDONESIA, JAPAN, KOREA, MALAYSIA, NEW ZEALAND. PHILIPPINES, SINGAPORE. VANUATI 








Every guest will have a 
spectacular view of The River of Kings 
at the new Royal Orchid. 


It's the river that carried the Kings 
of Thailand in their golden barges to 
and from the old capital of Ayuthaya 
Nowadays streams of heavily laden 
rice barges ply down-river from the 
Central Provinces. Longtailed water 
buses scud past in showers of spray 
And in the evening it reflects one of 
the grandest sunsets in all of Asia 

And the room that overlooks this 
view will have every comfort and 
convenience a deluxe hotel can offer 
A marble bathroom. a plentifully 
stocked bar. a selection of in-house 


video movies and something unique 
to the Royal Orchid, a specially 
designed business area that gives you 
room to work as well as relax 

The Royal Orchid will have ten 
restaurants and bars, including river 
terrace dining, catering to every taste 
from traditional English roasts to 
speciality Japanese cuisine. Leisure 
time can be enjoyed by the pool. 
trimming down in the ultra-modern 
health club or souvenir hunting in 
The Royal Orchid's extensive shopping 
arcade 


A member of Mandarin International Hotels Limited 


The Royal Orchid will open in late 1982 





Pre-opening address: Thai А 


Tel. 2343100-19: Telex 


ays Intemational Building. 485 Silom Road. Bangkok 5. Thailand 


THS2359 THANTER 


For reservations at The Royal Orchid. Bangkok please call: the nearest office of HRI 


The Leading Hotels of the World. your travel agent. the hotel direct or any other 


Mandardin International hotel 





WWF Kojo Tanaka BCI 


The 
Giant Panda 
needs your help , 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

'To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves ~ Wolong Natural Reserve in 
Sichuan Province 

А team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money – your money. 

Please send contributions to the WW'F 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 
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Down under 
begins at 36,000 feet. 


Qantas is Australia in the sky. 


Stepping on board a Qantas flight is like 
walking into Australia. 

Australian wines, Australian newspapers and 
all the friendliness and warmth of the Australian 
people (as personified by our stewards and 
stewardesses). 

Plus of course, all the free advice and guidance 
you need before you arrive in our vast continent. 

We offer a choice of luxury First Class Sleeper 
Chairs, the original Qantas Business Class or the 
friendliest economy service in the sky. 

So contact your local Qantas office today. 

Because Australia begins with Qantas. 


QANTAS 


The Australian Airline 


From Asia, Qantas flies to Perth, Adelaide, Melbourne, Sydney, Brisbane, Townsville and Darwin. 
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the future of Ho 


trinal Margaret Thatcher, Hongkong | 


TV. screens should have been graced 
every Sunday evening with the spectacle 
Evelyn Waugh’s Brideshead Revisit- 


ert (and they're always more dogmai 


an those born into a set of beliefs), |. 


ideshead prescribes inescapable pa 


ary in tbeir own country; 0 
bowing if that is their custom f 


' curtseying.. 
. Written by a Roman Catholic con- | 


Anyone escorting either of Th 
d ge should wa 


punishment for heretics. Somehow | ve 


е inevitable triumph of a god over t 


souls of men and women who canno 


k | by his irrelevant standards is тагу 


jects as Гы, military. balance, food 


population, the multilateral aid 


; energy, trade. and financial 
nds, aviation, shipping and so on. 
ery year, under the orchestral baton 

_ of its editor, Donald Wise, we produce 
this h ndsome volume (now printed en- 
irely on art paper). Every year its sales 


| “deserves. 
my own humble foreword, I return 


vu propensity to adopt — once the 
irgely external pressures are off — 
matic, non-dogmatic approaches to 

; 'est, with SR. Mas 


кока beliefs has 
4 '| Brideshead is alive and. well in Hong 


dent Ronald 


e-hatted heroes 
y li 


but not as sharply as I reckon it i 


n to the well-worn theme of East. 


Jously apt, as Hongkong shows every 
symptom of ceasing to believe їп itsel 


| arid as it reaps the economic whirlwind | 


of the doctrinal excesses of its high 


priests, Haddon-Cave and Bremridge | p 


(see cover story, page 59). 


It was, of course, also beautifully right | 
that the one love scene in Brideshead 


should have been censored in an act of 
positive interventionism on the part of 
the local censors. 

ө HONGKONG continues, despite the 
challenge of coming to terms with the fu- 


ture, to demonstrate the colonial men- 
tality of its establishment — both British’ 
friend recently asked a |. 


local insurance company for a proposal 


e could, as required by 


cover on a servant. The: 
propor asked him to: designate 
which type of servant he was insuring — |. 
amah, baby amah, cook or cookboy,. 


gardener, chauffeur , valet or — wait for 


it — "groom or stableboy.” Despite the 
lack of country houses and grounds the’ 


size of Castle Howard, the mentality of 
kong. 





азе Spat ety by car 
e Duchess customarily sits i 
ind the driver. ^ 


| e UP in To! jo; there i ds much 


of the pie front the 


the Mainichi Daily News, one 


terprise is doing its best to redu 
ficit: | 


сал work with. light | heart 
gorgeous atmosphere with live- 
band musie at an eleg 
establishment. 


. Another. "éxquisite reminder of a : 


bygone era was provided at a recent ball 


attended by the Duke and Duchess of 


Kent. A document guaranteed to cause | 


the maximum resentment on the part of 


guests. It read: 


` | Notes for people упо may be in contact |. 
with Their Royal Highnesses the р. 


-and Duchess of Kent 


| It is customary to address The Duke of 

| Kent and The Duchess of Kent as “Your 

Royal Highness" on first meeting either 
f them on any particular комо, 
һегеайег as "Sir" or “Ma'am” 


ple. 


es is to say “Y Royal | 


Sir-or Ma’ an 


‘pall who attended was circulated to ше | 





Мо increase ‘substantially its de- 


pending and assume a greater re- | 


security role. The adminis 


d | threat in the western Pacific. But in large | 
тоте, intensified debate 
. fence policy has give 


Ocal-about its desire to. see: Japan 
p milit 


ily as much as it ca hin 


olitical- and economic: con-. 


ese. Government, notwith- 


mply with the American de- 

s to be making good use of US 

'stic sceptics 

y capability and 

sole have to be expanded. То 
Asians, this is disturbing. 

in. question is whe- 


lity: of defending: the- 


jor sea lines of communication within à 


of 1,000: nautical miles from 


d would. mean. that Japan 
secure th 
orthwest Pacific in an area stretching 


to Guam in the east and the Philip- 
n the south. The US also wants 
acquire the capability to block- 


trategic straits around Japan to con- 


the Soviet Pacific: fleet in times of ; 


meet American ехресіа- 


Japan would have to spend more 


on dei ing — 1% of gross. 
al roe — - but also revise its 
ii ; 


ing 


mand of the sea in’ 


tion out tol 000 miles: | 


+ These: stepped-up demands on Japan S 
* have no doubt been motivated by ће US: 


perception of an increased Soviet military 


part, then can also be attributed to the senti- 


ment in the US that Japan's defence con- 


tribution has been totally out of propor- 
tion to its economic capabilities. It is not. 


clear, however, if ће US has thought | 


through: the probable consequences of 


: г | such pressure. : 
otestations and claimed ina- | 


For its part, the Japanese Government 
has responded with an accommodating at- 


titude, though not without giving the im- . 
pression that it does so with much reluc- |. TI 
tance and difficulty and only as a conces- |: 


sion. to-the American ally. Although Ja- 


panese defence spending has: stayed | 


within. 1% ,of GNP in recent years; its 
average annual rate of increase during the 


1970s was 796, by far the highest rate of in- |. 


crease among the major countries... . 
Defence spending for fiscal 1982 total- 
led ¥2.59 trillion (8310: 5 billion), by far 


Sung-Joo| le 
science and acting director of the Asia- 
tic Research Centre (ARC) at Korea Uni- 


versity, Seoul. He is the co-author of 
| three volumes in the university's ARC 


Foreign Policy Study series — Soviet 
Policy in Asia: Expansion or Accommo- 
dation (1980), Community Building : 
the Pacific Region: Issues and 


tunities (1 1901. and Affer Оле Hu EP. 


Years: C 


and Change 
rar American 


in Ko- 
elations (1982). : 


the largest amount. among the non-com- 
munist powers in the western: Pacific. 
Partly in response to US demands; Japan 
has officially adopted an ambitious five- 


‘year defence build-up programme for 


1983-87 which calls for an annual-rate of 


| increase in real terms of more than 7%. In | c 
all likelihood, this will bring Japan' | 
| fence spending to more than 1% of i 


ready massive GNP within a few years. 
The- “major | equipment 


Pp 
creased. defence needs prescribed in the | 


utline defence plan which was adopted 


isa professor of political i 


are being taken to open ways 
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ever long-te 


be the emerging 

should act on: its o 

matters, and not: 

reaction to the Û 
Japanese who argue th 

comply: with the | 
military spending hd to di 

who feel that it is the: 


ation as an opp 


lop its ow 


face of a | gro 
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shared view 

bly.a justifie 

operation between the d Ji 

not be maintained unless Japan‘ engages in in 
a ези inilitàry о 2 


t of Japan, оаа if 
nied by a sen of diminishing 


by Takeo Miki's cabinet in 1976 and calls | are 


for spending a total of Y4.4 trillion for .a 
аре iod. In addition to increasing 








nation can gain nothing by seeking to be- 
come a military superpower. 

However, people in group situations do 
not always choose what seems to the out- 
side observer to be the most rational 
course of action, particularly under 
strained circumstances, and the Japanese 
have shown in the past that they are not an 
exception. Once a bona fide military 
build-up programme gets started it will 
create its own dynamics, and those who 
advocate such a course as a means of ap- 
peasing the Americans are likely to be 
overtaken by those who would like to 
build an autonomous defence capability 
and to move away from what is considered 
a subordinate relationship with the US. 

Af.the US withdraws its security um- 
brella from Japan as a result of growing 
dissension between the two countries, a 
rearmed Japan will become extremely vul- 
nerable to a Soviet pre-emptive attack or 
nuclear blackmail. In such circumstances, 
countries neighbouring Japan, particu- 
larly;South Korea, will be subjected to 
multiple threats. A rearmed (or rearming) 
Japan in itself represents a threat to them 


ja 
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Јарапеѕе tank on exercise: hidden problems? 


'in view of Japan's tremendous industrial 
power and its past record of using its mili- 
tary might to dominate much of Asia. 

А stepped-up Japanese military build- 
up will almost certainly bring about à 
Soviet reaction that would accelerate the 
arms race and increase tension in the area. 
The Soviet Union may also be tempted to 
create a local crisis as.a means of testing 
Japanese will and strength and creating an 
opportunity to weaken or destroy its mili- 
tary capabilities. i . 

But the most serious security threat to 
other Asian countries resulting from an 
accelerated Japanese. military build-up 
will arise from the probability that, either 
out of confidence in Japanese military 
capability or friction with rearmed Japan, 
the US may choose to reduce or end its 
military presence in the area. In the ab- 
sence of US protection or its countervail- 
ing presence, many Asian countries, in- 
cluding Japan, may have to be “Finlan- 
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dised" or otherwise find a way of accom- 
modating with the Soviet Union. 

Thus, for Japan as well as for other East 
Asian countries, the choice that the US is 
offering Japan is not a very attractive one. 
In effect, the US is saying to Japan that 
either Japan spends much more on a mili- 
tary build-up or else it will lose the US se- 
curity commitment. But there is an equal 
chance of Japan losing that commitment 
and of perhaps inviting a greater danger 
for itself and other countries by doing 
exactly what it is told to do. 


his is not to argue that Japan should be 

allowed to continue to bear a relatively 
light burden for its own security. There 
are several ways in which Japan can make 
an effective contribution to itsown and re- 
gional security without embarking upon a 
course of rearmament. One such measure 
would be for Japan to increase its financial 
contribution to US forces in Japan which 
is known to amount to US$1 billion annu- 


.ally at present. 


This contribution would not have to be 
limited to the costs of US forces actually 





stationed in Japan but could be expanded 
to include US air and naval activities in the 
vicinity of Japan. For the US simply to de- 
mand that Japan should take care of the 
defence of sea lanes up to 1,000 miles from 
its capital is tantamount to a blank cheque 
for Japan in naval rearmament. Indeed, a 
much more reasonable solution was of- 
fered by Japan when it proposed that the 
two countries start a study of the issue. 
Such a study might determine the desira- 
ble amount of a Japanese financial con- 
tribution to. the sea-lane defence in the 
western Pacific: 
Japan should also be encouraged to im- 
plement its comprehensive security con- 
‚сер! in a more effective and positive way. 
The idea that a nation's security consists of 
‘much more than just the military aspect is 
nothing new. But this is particularly true 
of Japan, which has striven to become a 
superpower without military power in the 
post-World War II era. In order for this 





Japan, it is in fact making an invaluable | | 


.ousing fears. and apprehension among 


‘ticularly when the US feels it is spendi 


ficit in trade. It is the responsibility of 





novel experiment to continue, at least in | 
its essential form, Japan's defence invest- — 
ment should be directed mainly not to — 
rearming but to strengthening its alliance 
with the US and concentrating m j 
economic cooperation with other co 3 
tries, particularly those in the region. 
By helping to strengthen the economies — 
of those countries strategically located for — 


contribution to its own security and.de- 
fence. Japan can also forge a more _ 
cooperative and trusting relationship with 

its neighbours in this way rather than'ar- — 


them by resorting to an extensive militaty 
build-up and assuming a more direct mili- | 
tary role in the region. infa a 
Another thing Japan can do to contri 
bute to its own and the region's securityds — 
to expand its official and unofficial sec — 
urity consultations to beyond just its bilat- 1 
eral ones with the US. Japan's multilateral — 
security involvement has reached a new — 
plane with its participation since 1980 in a 
Rimpac (rim of the Pacific) exercise that 
included Canada, Australia and New Zea- _ 
land as well as the US. Unfortunately, — 
however, Japan's security consultations — 
with other countries in the region, to the — 
extent that they exist, have been largely | 
monopolised by those Japanese who rep- 
resent the more ‘conservative and 
nationalistic segment of the society. 
Security consultations with other re- 
gional countries should not be used mainly — 
as an instrument of those who seek a | 
greater regional military power and re- | 
gional military role for Japan. However, 
Japan' 3 regional security role should be 
expanded only in consultation and coope- 
ration with those countries in Asia which 
will be directly affected by sucha develop- 5 
ment. 
Finally, both Japan and the US should | 
make sure that their discord and tension | 
over economic matters do not spill over _ 
into security cooperation. The linkage is | 
an unfortunate -but inevitable one, par- 


so much for the security of a country wi 
which it has accumulated an enormous de- — 


Japan to do whatever it can to ameliorate 
the situation. Failure to do so could mean | 
a reduction of the US security presence 


.and commitment in the region, Japanese 


rearmament, or appeasement with the _ 
Soviet Union, which in turn would result | 
in a deterioration of the security situation 
both for Japan and other countries in the | 
region. i 

In sum, Japan has to do more for its own 
and regional security but not necessarily in 


" 


'the manner demanded by the US. Japan 


should not be put in the dilemma of either 
allowing the alliance with the US to de- 
teriorate by not complying with its de- - 


“mands for a military build-up or opening _ 


the door for rearmament with unforeseen, _ 
but probably unfortunate, consequences — 
for itself and the region. ~ " COBRE 
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` SURA man guards caravan; Shan vil 


2E If 


A state of strife 


% Several secessionist Shan forces fight each other, the 


. Rangoon regime and the Burmese communists as well 


_ By Hikaru Kerns 


Sung: The Shan revolt against 


= Rangoon is being mounted іп a land of 
= jagged contours where mountain ranges 


of 8,000 ft abruptly give way to plunging 


= gorges and damp valleys dense with 


E" 


. jungle. Since the first mass uprising in 
- 1958, the Burmese army has hunted the 
_ insurgents without much successs in this 


trying terrain. 


— — A Rebel forces, though unwilling to chal- 


. lenge the Burmese in large-scale battles, 
continue to maintain armed camps 
_ throughout the region, collect taxes from 


— many of its rural dwellers, recruit soldiers 


_ and provide safe conduct for merchants 


over mule tracks to the borders of Kachin 
state, China's Yunnan province, Thailand 

and Laos. 
If divisions had not persisted in the Shan 


| nationalist movement, the Burmese might 


have been forced to relinquish control of 


_ the whole region. The Shans and the other 


rebel armies have benefited not only from 


| the terrain, but also from experienced par- 


 tisan leaders, a population generally anti- 


. pathetic to the Burmese, revenue from 
cash crops and precious stones, and the 


= proximity of border areas which provide 





_ is the Shan United Revolutionary 
(SURA), which has been struggling with. 
__ its rival, the Shan State Army (SSA), since 


— sanctuaries. Nonetheless, for the past de- 


cade the two major Shan armies have been 


using their resources more to fight each 


_ other than battle the Burmese. 

. There are Shan nationalist armies as 

- distinct from marauding bandits headed 
by poppy warlords such as Khun Sa. One 

Army 


1972 (REVIEW, June 18). 

Casualties in the clashes between the 
SURA and the SSA were estimated by 
SURA sources as 10-20 in a month when 
there are no major skirmishes. Depending 
on the season, the SURA has 2-3,000 


guerillas in the field based in five perma- 
nent camps. Sources claim the SURA also 
has trained reserves of about 8,000 men, 
but does not have the money to equip or 
feed them adequately. They said that the 
number of households which the SURA 
counts among its supporters — five house- 
holds being the unit for organisational and 
taxation purposes — would enable it to 
raise a force of at least 25,000, providing 
that there were sufficient funds for train- 
ing recruits. 

Skirmishes and occasional pitched bat- 
tles between the SURA and the SSA — as 
well as with the SSA’s ally, the Burmese 
Communist Party (BCP) — occur in a 
wide swathe of ru; land in the western 
and central areas of the Shan plateau. The 
Shan state is as large as England, but the 
main arena of conflict has been a narrow 
corridor of villages and trade routes which 
the SURA, SSA and BCP favour as sup- 
ply and communication lines with their re- 
spective northern and eastern strong- 
holds. { 


ques are other independence move- 
ments in Burma with larger forces, 
such as the 5-8,000 strong Karen National 
Union, and the most formidable insur- 
gents are the estimated 10-15,000-strong 
BCP. The Shans, who comprise the 
largest segment of population in the state, 
have perhaps the greatest difficulty in 
uniting behind a single rebel banner. 

The SURA is anti-communist and has 
become associated with the Kuomintang 
(KMT) 3rd Army, led by Gen. Li Wen- 
han, which settled in areas along the Thai- 
Burmese border after fleeing from China 
in 1949, Li has assigned three brigades in 
support of the SURA, but these are now 
badly below strength and total only about 
200 men. Li himself has seen his forces di- 
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lage children: a lifetime in rebellion. 


minished by age and by the attractions of 
commerce. The 3rd Army, once a leading 
power in the Shan state, now numbers no 
more than 3,000. But there is still a close 
network of contacts with former: KMT 
Chinese in Burma and northern Thailand. 

Other allies of the SURA include about 
200 soldiers of the Wa tribe. The SURA 
also has cordial relations with the non- 
communist Lahu forces led by Payajanah. 
And the SURA has accepted individual 
recruits from the Kachin, Pao, Palafing, 
Lisu and Lahu tribes. A Palaung is the sec- 
retary-general of the SURA. 

The rival SSA began cooperating with 
the BCP in 1969, receiving military aid 
and training, but the BCP-SSA connec- 
tion has recently weakened. With support 
from China now suspended, the BCP is 
finding it difficult to supply the SSA, 
which has also been allied with the 3-400- 
strong Kachin Independence Army which 
joined the BCP in 1980. 

The SSA is also affiliated with the 
loosely organised group known as the Na- 
tional Democratic Front (NDF) led by the 
Karen National Union. Since 1976 the 
МОЕ has occasionally held meetings to 
which the Lahu, Pao, Mon, Karenni and 
the Arakan forces have sent delegates. 
The SURA sent representatives to the 
first meeting, but, for reasons of its own, 
did not join. 

In contrast to the SSA, which is equip- 
ped mainly with Chinese weapons, the 
SURA is armed. with American-made 
Mis and M16s obtained through Laos dur- 
ing the Vietnam war or bought on the Thai 
black market. An' M16 costs Baht 12- 
14,000 (US$540-600) in Chiang Mai, Thai- 
land. Hand grenades fetch Baht 50-60. 
Bullets cost Baht 7-10 each. The SURA 
has other light weapons including M79 
grenade launchers, 57-mm. recoilless 
rifles, 60-mm. mortars and Browning sub- 
machine-guns. $5 

The leadership of the SURA is a mix- 
ture. of. field veterans and university 
graduates and its five most important 
leaders are: im 

» Moh Heng, 56; chairman, name at 
birth Awana. Alsó known as Khon Jerng, 
he was educated at a Buddhist monastery. 
A partisan who fought the Japanese in 
Burma as a teenager in World War II, 
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Moh Heng joined the BCP in 1952, but 
left in 1956 in a disagreement over land 

icies and the communisation of Shan 
village life. In 1958 he joined the Num 
Serk Hwan, a Shan independence organi- 
sation. He lost his left arm when leading 
an attack on a Burmese garrison in the 
early 1960s. 

» Kan Jate, 45, vice-chairman and 
commander-in-chief of the 1st Division. 

» Chau Nor Fah, 41, SURA’s secret- 
ary-general. A son of one of the tradi- 
tioftal sawbahs, or tribal chieftains, Chau 
became acquainted with the SURA when 
he led Palaung soldiers to the KMT head- 
quarters at Tam Ngop, Burma, in 1968 to 
buy arms for the Palaung national force. 
This force had been split in 1966 when a 
half-Palaung, Hso Lane — who is now the 
head of the SSA — left with 150 soldiers to 
join the SSA. 


і: 1970, while Chau was at the КМТ 
forces' headquarters, the Palaung na- 
tional force was divided again when its vice- 
chairman, Kun Lee, succumbed to the Bur- 
mese Government's offer of a commission 
in the civil guard, but was later assassi- 
nated by his bodyguards. The rest of his 
forces were killed by the Burmese in a bat- 
tle that year. This left Chau and his men 
stranded in the south and they joined the 
SURA, Chau was educated at the Univer- 
sity of Rangoon and also studied in West 
Germany. 


‚> Merng Khon, 38, head of military ' 


operations. He was educated at a mission- 
ary school and learned. military strategy 
by studying foreign manuals. 

» Saw Nyunt, 48, head of logistical sup- 


port. 

The SURA finances itself mainly by 
taxing the brisk traffic in precious stones, 
silver and other goods through its territory 
in the Shan state. The SURA has a long- 
standing agreement.to share the taxes on 
jade, the most lucrative item of trade, with 
Li's army. The SURA also taxes the tools, 
rubber sandals, household goods, radios, 
bicycles, motorcycles, medicine, watches, 
canned foods and other goods flowing 
from Thailand into the Shan state. Some 
of the goods reach. Mandalay and Ran- 
goon, as well as Laos: | 

The SURA forbids the use of narcotics 
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been involved in the trafficking of drugs, 
an offence punishable by execution under 
its constitution. The official SURA policy 
is not to allow narcotics to enter Thailand 
through its territory. 

Every five-household unit in SURA- 
controlled territory pays an annual tax of 
1,440 litres of rice in addition to Kyats 
1,750 (US$238). The Burmese currency is 
interchangeable at par with the Thai baht 
in the border areas. Each five-house unit 
also supplies one soldier to the SURA 
forces. 

The SURA annual budget in 1981 was 
about Baht 30 million, up from about Baht 
14 million in 1980. Its soldiers are paid a 
monthly salary of Baht 100, from which 
Baht 40 is deducted for the provision of 
personal effects. Soldiers are guaranteed 
uniforms, medical care, bedding, rice and 
other benefits. In the southern camp 
alone, the SURA has to provide 1,200 
litres of rice a day to its soldiers. 

The Shan nationalist movement was not 
always at war with itself. Different from 
the Burmese by race and language — and 
administered separately by the British in 
the colonial era — the Shans had never 
shared a national or cultural identity with 
the Burmese, so the 1958 Shan revolt took 


.root on fertile ground. 


By the time the British were ready to 
pull out in 1947, the Burmese, led by 
Aung San, had persuaded the sawbahs 
who ruled the Shan state to join the Union 
of Burma on a 10-year trial basis. The 
treaty of 1947 guaranteed the Shan state 
autonomy, except in foreign relations, 
communications and defence. It also pre- 
served the right of the Shan state to secede 
after 1958. The Shan state was rep- 
resented in parliament at Rangoon and 
initially had an effective voice in govern- 
ment. The first president of Burma, Sao 
Shwetaik, was a Shan. 

In the 1950s some of the sawbahs were 
bribed into surrendering their rights. One 
result was the acceleration of the destruc- 
tion of feudalism, but, at the same time, 
this development paved the way for 
younger Shan nationalists. to aspire to 
leadership. The Shans say that the Bur- 
mese voam to whittle down the preroga- 
tives of the minority races even before the 
10-year period was over. A document cap- 
tured by Pao guerillas in 1954 indicated 
that leading Burmese generals had con- 
ceived a 40-year plan to spread Burmese 
influence in the Shan state. 

In 1957-58 many Shan leaders advo- 
cated either secession or a renewal of the 
federal union concept. The Burmese 
reacted by drastically curtailing the au- 
tonomy of the Shan state. After Gen. Ne 
Win deposed the government in 1962, his 
armies arrested or killed many Shan lead- 
ers, confiscated land, nationalised enter- 
prises, burned resisting villages and at- 
tempted to place a paramilitary force with 
extraordinary powers in every district. 
Eventually, the Shan languages were dis- 
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` situation that has existed in the area. Al- 
. ready a veteran partisan іп 1958, Moh 
` Heng joined the Num Serk Hwan, an 
. early revolutionary group led by Chau 
- Noi. In 1959, nearly 1,000 insurgents met 
at the village of Pang Dong, leading to a 
Я it among Shan rebels. A group of stu- 
ке formed an organisation which was to 
- be the forerunner of the SSA: Moh Heng 
. left Chau Noi a year later to lead his own 
_ forces in the Mung Kung area, east of 
. Mandalay. 
s^. > 
m1961 Moh Heng joined the Shan Na- 
tional United Front (SNUF) under the 
idership of future SSA members. Chau 
did not approve of this organisation 
'took no action against it. The SNUF, 
g and other Shan groups united to 
oem the SSA after the arrival of 
.. Mahadevi, the widow of Sao Shwetaik. In 
_ 1966 Moh Heng was appointed head of 
SSA's war council. — i 
| | In late 1967 Chau Noi reorganised his 
. army and moved to a new headquarters 
. hear the Thai border. As Chau Noi ap- 
|. peared to be a threat to the SSA, its lead- 
. ers wanted Moh Heng to attack him. Moh 
_ Heng resisted the order. As a result of the 
- ill-feeling which followed, a faction of the 
SSA planned to ambush Moh Heng, but 
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. Mung Sung: At his jungle base here, Moh 
. Heng, chairman of the Shan United Re- 
| volutionary Army (SURA) gave a wide- 
-ranging interview to the REVIEW's Hikaru 
Kerns covering the SURA’s activities and 

. its rivalry with the Shan State Army 
| (SSA), Burmese communists and the re- 












е greater enemy [for both the SURA’ 
and SSA]. But militarily the communists 
are the most immediate threat. Our revo- 
lution is relying on the [control] of land 
and so are the communists. We are com- 
~ peting for the same lands. This is where 
.. Our interests clash. 
К " LEM SES , з 

. On the distinction between the SSA and 

_ the Burmese Communist Party (BCP): 
. I warned the SSA in 1968 not to make 

гап alliance with the BCP. But the SSA 
_ Started receiving military and political aid 
.. from them. And with this military aid, the 
_ SSA invaded our territory. So we had to 
. consider the SSA our enemies. Even at 
.. the present time, when the SSA insists it is 
. not communist, its leaders are still holding 
meetings with the BCP. The SSA is still at- 
_ tacking us. We have therefore the same 
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.. . Moh Heng’s role i rin 
. of the SURA-SSA split and the difficult 








No drugs, no communism 


easingly uneasy wi oh Heng, 
ed to convene a special committee in 
May 1968 to reorganise the SSA, includ- 
ing the war council. Moh Heng was recall- 
ed to Chiang Mai to attend the meeting. 
Suspecting that he would be stripped of 
powers, or worse, Moh Heng crossed the 
Salween with his forces and, instead of 
going to Chiang Mai, went to Chau Noi’s 
base camp near Tami Ngop along the Thai 
border. 

Chau Noi, by then dispirited after a de- 
cade of disappointments, offered the 
chairmanship of the new organisation, the 
SURA — founded in January 1969 with 
about 1,200 soldiers — to Moh Heng and 
accepted the vice-chairmanship. Chau 
Noi remained with the SURA for about 
five months and then abandoned his role 
in the insurgency. j 

For the first few years there was an un- 
easy truce between the SSA and the 
SURA. In 1969, Hso Lane was given safe 
passage by Moh Heng to return from 
Chiang Mai to the SSA'S Hsipsaw head- 
quarters in Burma. But the SSA's coope- 
ration with the communists and the 
SURA's immediate alliance with the then- 
powerful KMT forces bred mutual suspi- 
cion. Li and the SSA had been skirmishing 
over trade routes for opium poppies, and. 
the SSA had been forced to stay out of a 
commercially lucrative zone. 






strategy against both the SSA and the 
BCP. 


On the improbability of success as long as 
the Shan nationalist movement is divided: 

During my four years with the com- 
munists in 1952-56 1 saw that the way of 
life and beliefs of the Shan people are dif- 
ferent from what the communists want. 
From about 1960, communist movements 
in Laos, Cambodia and Vietnam were on 
the rise and were popular and successful. 
Many Shans thought the BCP could help 


‘in the fight against Burma. But as the ways 


of the communists become apparent, the 
Shans will return to true nationalism. 
After suffering from communism, Shans 
will demand that all armies be united in 
anti-communism. ! 


On the likelihood of the SSA quitting its 


affiliation with the BCP: 

The aim of the SSA was not to become 
communist but to obtain aid. But the BCP 
wanted to communise them. And so many 
SSA men are deserting. With these deser- 
tions to us, the SSA leaders will have to re- 
consider one day their policies towards 
communism. 1 


On the SURA's policy towards narcotics: 
The Thai offensive against Khun Sa [the 





drug runner who leads the Shan United 


{: T j a à 
of si. Ооа H 
about 500 men were involved in the eight- 
hour battle in which there was no clear vic- 
tor. The SSA then moved against the 
SURA's camp near its present base Of ` 
Mung Sung but was forced to withdraw. | 

The SURA admits it was on the defer- 
sive for much of the period to 1975, In 
1974 one of its camps fell to the Burmese, 
who used air power in the strike. In 1978 
the SURA modified its approach, ëm- 
bracing a new combination of political 
propagation and guerilla warfare. The po- 
litical offensive is headed by the scholarly, 
intense Khern Sai, 34, who was educated 
at the University of Mandalay. 

After 1972 the SSA staked out territory 
on the western side of the Shan plateau 
northeast of the Kayah near Mae Hong 
Son. It is still trying to create a secure link 
to the Palaung tribes of the north where 






























Army] does not concern us because we do 
not like heroin and opium. We see that 
these narcotics have caused the loss of 
many Shan lives. They have made many 
Shans poor. Narcotics also threaten our 
revolutionary work. Our men can becóme 
addicted. But because of Burmese 
[policies] the Shans are very poor econom- 
ically and it is difficult to obtain a liveli- 
hood. Many Shans grow opium poppies to 
survive. We cannot eradicate poppies im- 
mediately. But we'don't like [the trade]. 
We don’t deal in it. Narcotics have been a 
poison to the Shan people and to our re- 
volutionary work. With ‘substitute: wie 
or industry, I am certain that 75% of the 
poppies can be eliminated quickly. 


On terrorism: =i : 
We have not yet used terrorism. The 
Shan people are tráditional in this respect. 
We have not attacked Burma because we 
don't want Burma” We just want what is, 
ours. "i SUN! 
On the SURA policy towards other tribal 
forces: Lp 
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Sid Perelman in Hongkong in 1974. 
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- A A plenary indulgence ... 


The Man Who Read the East Wind: A 
Biography of Richard Hughes, Extra- 
ordinary by Norman 
Macswan. Kangaroo Press, Kenthurst, 
Australia. US$9. 


AS I was saying, your Grace, I have 
never been much in favour of hagio- 
graphy, especially in advance of the 
canonisation; it has overtones of martyr- 
dom which I dislike. So when dear Nor- 
man approached me with this hairbrained 
scheme, I tried to dissuade him without 
hurting his feelings. But he was insistent, 
and in the end, in recognition of an old 
friendship, І permitted him to draw the 
veil aside a little on a long and somewhat 
colourful life, parts of which it might well 
have been better to have left unsaid. 

I confess to surprise when I first saw the 
title of the printed work. I suspect that a 
too liberal potation'of Russian water had 
intervened in our final editorial confer- 
ence. Nobody can read a wind, you ignor- 
ant Pommy bastard! But to ride the wind is 
something else altogether. I have had 
much concourse with wind, and am well 
acquainted with the tactics of equitation of 
the ether. Well, there it is, we must make 
the best of it, as always. 

Old men forget, your Grace. But I have 
always taken the precaution of keeping all 
my diaries and notebooks. Have I not oft 
and many a day adjured you to do 
likewise? 

No, thank you, your Grace, I shall stick 
to my Russian water — despite the fact 
that it was invented by the ancestors of the 
commie dogs! Down with 'em, your 
Grace, may they rot in hell! By the way, 
how is my dear old friend, Mr Ma? 
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As to the matter in hand, your Grace, 
dear Norman burned the midnight oil for 
some considerable period of time. Always 
a gentleman, he would have submitted his 
manuscripts to me for censorship. But 
never a stub of blue pencil did I draw 
across his sometimes doubtful interpreta- 
tions of my motives in acting as I did, in 
the course of a not uneventful journey 
through this vale of tears. 

My life, your Grace, has been full of in- 
voluntary changes of location. I was ban- 





ned from the Australian Parliament atan 


early age for writing some harmless 


about the then government being "um in 


the bum by the metaphorical pin of the op- 


position. I have been banned from my — 


love-child, the Tokyo Foreign Correspon- 
dents Club, at least once. The Japanese 


Imperial Government hastened my depar- — — 


ture from the shores of their honourable 


country. And I fancy the Soviet Govern- _ 


ment — after subjecting me to 10 consecu- 


tive performances of Swan Lake — even- — — 
tually produced the notorious Pommy - 
е9 


spies Burgess and Maclean іп 
evict me from the National Hotel, ! 
where I hada fine view of the Kremlin and 
could sense what was going on inside. — 
If you will order the pickled herrings, 
your Grace, I shall order the chef's pate, 
and we can partake of each other's plates. 





As you know, I do not eat an evening . f 


meal. ' 


eral philosophy of life, which is to 
the best of your fellow-man — Pom 


May I, your Grace, put to you my i : 


commie dog though he may be! — until. 


presented with incontrovertible evidence 
that he is incapable of being a decent 
feller. : 

I have built my life on the assumption 


that there remains a reservoir of good in — 


everyone, whether one is tempted to 
smash his face in or not — I once went 11 
rounds with a joey in my prize-fighting 
days, your Grace. This alone will carry the 
human race through. And so, mug — bless 
you, your Grace — I believe it is time for 
me to approach Brother Dobroumov, the 
new Tass correspondent, and make him 
feel at home. Go in peace, my son. And 
keep your arse to the sunset, * 
— DAVID BONAVIA 
(With apologies to Richard Hughes) 





RELIGION 


Marxism, sin and the pope 


The Catholic Church in Post-Mao 
China by Fr. Angelo S. Lazzarotto. Holy 
Spirit Study Centre, Hongkong. HK$16 
(US$2.40). 


MARXIST thought and practice are lit- 
tered with Christian ideas. Indeed Marx- 
ism would have been inconceivable with- 
out the 19 centuries of Christian con- 
sciousness providing both the moral and 
intellectual climate for a humane atheist 
creed. 

Sin, redemption, sacrifice, worship and 
ethical exhortation are as basic to the 
practice of Maoism (and, before it, 
Stalinism) as they are to any form of Chris- 
tianity. The question in China is whether 
the post-Mao ideology will continue to 
emphasise these shared values, or sink 
into the moral stagnation of the modern 
Soviet Union. The missionaries, both 
Catholic and Protestant, profoundly af- 


fected Chinese educational thinking and 
their influence is indelible, for at the time 
they were active, Christianity was almost 


synonymous with the advance of modern © 


knowledge. 

Lazzarotto, in this thought-provoking 
book, offers no great optimism about the 
chances of a Catholic revival in China. He 
does, however, point the way to a situa- 
tion in which Chinese people, and specifi- 
cally young people, could at least find the 
ideals of the church interesting and valid 
in their own context. As he points out, 
what the young people of China most need 
today is a liberation from dogmatism 
and a channel for independent thought. 
But he does not really face the question 
of how Catholicism could possibly be 
made attractive to a nation whose most 
urgent need is birth control, while the Vat- 
ican is ruled by a conservative pope totally 
opposed to it. —D.B. 
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The IMF may go to private markets to strengthen its safety-net role 


The Fund's new route 


By Richard Nations 
New York: Alarmed by the virtual disap- 
pearance of large segments of the market 
for international lending — particularly 
the withdrawal of United States regional 
banks from syndicated loans —the big US 
commercial banks have for some time 
Deen urging an enlargement of the Inter- 
national Monetary Fund to cast a safety 
„over their operations in the Third 
orld. 
_ The move coincides with a marginal but 
wing awareness — especially among 
governments in Western Europe, where 
unemployment is now the major political 
issue — of the dangers of snuffing out the 
dynamism of the industrialising less-de- 
veloped countries (LDCs) by a combina- 
tion of too-stringent adjustment program- 
mes and dwindling finance. The Big Five 
industrial powers plunged into pri- 
vate negotiations over the size of the 
quota increase for the IMF in the hope#f 
reaching an agreement which would allow 
the timetable for fresh money to be 
brought forward by a year to the begin- 
ning of 1984, 

The consensus view among money- 
centre US banks called for at least a 
doubling of fund resources. Most are wary 
of the politics of a conservative congress 
which must authorise new US money for 
the IMF, or approve the emergency facil- 
ity proposed by the administration of Pre- 
sident Ronald Reagan at Toronto 
(REVIEW, Sept. 17). They would there- 
fore like to see the IMF borrow on private 
markets to raise between US$5-10 billion 
in the next 12 months. In 1980, the fund's 
. executive board granted it the authority to 
go to the markets “in the last resort," but 
so far the countries with big capital mar- 
kets — the US, Britain and West Ger- 
many — have not encouraged such а 
move. 

The case for allowing the fund to go to 
private markets was put to a hearing on 
September 28 of the finance subcommit- 
tee of the Senate Foreign Relations Com- 
mittee by George Clark, an executive 
vice-president of Citicorp: "Since the 
quota-increase process will take time, we 
also urge the development of a safety-net 
process under the administration of the 
International Monetary Fund with full 
conditionality . . . and with funding, if 
necessary, to be accomplished directly 
from the private capital markets.” 

Many bankers here are concerned that a 
sizable quota increase or a new arrange- 
ment such as the Reagan administration's 
proposal for an emergency fund will sim- 
ply get stalled in congress. "We don't want 
to invite the funding problems that the 
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World Bank's IDA [International Deve- 
lopment Association] programme is ex- 
periencing," the president of one of the 
leading New York banks told the REVIEW. 
“Borrowing [from the markets] is much 
more timely and much more certain in 
terms of legislative authority" than a large 
quota increase. 

Behind the urgency to strengthen the 
multilateral lending institutions is the 
swift contraction of new lending to Latin 
America by the Japanese, European and 
regional US banks which have disap- 
peared from the syndicated-loan market. 





According to the latest issue of the New 
York Federal Reserve Bank's quarterly 
report, growth in new loans to the LDCs 
to the end of October this year slowed to 
8-12% , or around US$25-30 billion 


his compares with new lending to the 

LDCs of US$45 billion last year, or a 
20% increase. “There remains considerable 
uncertainty, however, about the level of 
financing over the remainder of this year 
and in 1983. Given the increased vulnera- 
bility of most developing countries to 
financing strains, a fall in lending to much 
below US$30 billion could force further 
sharp cuts in imports for many countries," 
the report said. This slowing of overall 
credit growth to the LDCs has meant a 
contraction of loans to such countries as 
Mexico, Argentina and Brazil. So far 
Asian countries have not been hit by this 
loss of confidence in the markets — except 
marginally the Philippines, which is ex- 
pected next year to reschedule debt large- 
ly because of a reluctance among US 
regional banks to lend it new money 
(REVIEW, Nov. 5). 


This has exposed the contradictions be- 
tween the big money-centre banks, which 
are too deeply exposed internationally to 
pull out, and the regional banks, which feel 
they can survive default by a sovereign 
borrower but do not want to risk it. Wil- 
liam Ogden, the vice-chairman of Chase 
Manhattan Bank, points to this credit con- 
traction as in itself the most immediate 
threat both to the banking system and to 
the borrowing countries. “The interna- 
tional credit markets have created a self- 
fulfilling prophecy," Ogden wrote in The 
Wall Street Journal. “The market has en- 
gineered an abrupt, relatively syn- 
chronised reduction in the availability of 
new foreign credits that guarantees the 
impossibility of normal debt service,” he 
said, 

This presents the big money-centre 
banks with a dilemma. The onus is $n 
them to come up with the fresh credits to 
finance the adjustment programmes in 
Latin America negotiated with the IMF. 
But at the same time, most banks have 
been expanding their lending faster than 
the growth of their capital bases, a process 
which cannot go on indefinitely. 

Now the IMF has privately informed 
the commercial banks that Mexico will 
need more than US$6 billion in fresh ere- 
dits between now and the end of 1983 in 
order to finance the economic stabilisa- 
tion programme which iit has recently 
negotiated with outgoing President Jose 
Lopez Portillo, Ensuring a restoration of 
commercial credit is an important part of 
the fund's overall operation in a country 
which has run into trouble. Reports indi- 
cate that the fund management has let it 
be understood that final approval of its 
own US$3.9 billion standby arrangement 
to Mexico City will depend upon a strong: 
commitment to provide the new money by 
the 13-bank advisory committee handling 
Mexico's debt negotiations. 

This is the context in which the commer- 
cial banks would like.to see the fund itself 
go to the private markets. One analyst 
among the New York banks said. that 
quicker and larger resources for the IMF 
would in itself be a confidence-building 
measure which would help attract the re- 
gional banks back into international lend- 
ing. But the big banks would also like to 
see the fund itself be in a position to re- 
place the regional banks in financing à 
portion of the stabilisation programme. 
Private-money borrowing would in effect 
allow the fund to replace the damaged cre- 
dit rating of countries.such as Mexico in 
the world capital markets with its own 
good standing. This in turn “would allow 
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conomic growth 
for all non-Opec developing countries to- 


à gether has come to a virtual standstill in 


tle overall improvement can 
be expected next year," according to the 
New York report. “In these terms the re- 


‘cession. has been at least as severe in de- 
| veloping countries as in the industrial 


ord." 
-The decline in ОНИН intérest rates, 


"together with the recent IMF agreements 
«| signed with both Mexico and Argentina, 


ave relieved some of the anxieties р 
g international credit markets in f 


middle of 1981 over à major Latin default. 
But the depressing effect on world trade of 


a synchronised reduction in imports as 


large debtor LDCs adjust to declining cre- | 


dit flows threatens to prolong | and inten: 


Sify the global recession. 
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Washington: The United Bises and 
other industrialised countries have agreed 
to increase International Monetary Fund 
(IMF) quotas by 40-50% and to establish 
an emergency fund, according to an 
agency report on November 23 quoting 
monetary sources here. The administra- 
| Reagan and 
other Western governments would raise 
IMF contributions by members in order to 
deal with the growing debt problems of 
developing countries: 

The sources said à special emergency 
fund would be set up within the IMF to 
help it deal with sudden financial crises 
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E ` Richard Nations \ writes: The Reagan 
_ administration proposed to its four princi- | 


pal partners — Britain, West Germany: 
France and Japan — that the quotas be 


. creased by 40% in combination with à new 


emergency fund to be created by modify- 
ing one of the fund's existing facilities, the 
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November 22-27 meeting of the General 
Agreement on Tariffs and Trade (Gatt) 

ministers, as its main argument. 

If no agreement were to be reached in 
government's constitu- respect of the Fraser plan at the Gatt 
meeting, it was expected that the pressure 
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When it comes 

to trade finance, | 
the key Swiss bank 
stops you getting into 
deep water. i 


When it’s a question geom dp. oiu CRIES) cov og 
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and regulations of today's 

* worldwide trading 
environment, the key 
Swiss bank is never out of 
its depth. 
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go-between, insuring your 
transactions are as smooth 
as silk. 

Swiss Bank Corpora- 
tion helps make interna- 
tional trade easier, faster 
and more reliable for all 
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So before you go Swiss Bank Corporation д 
wading in at the deep end Schweizerischer Bankverein | 
of international finance, Société de Banque Suisse ү? 
call us. We hold the key to 


quality banking. The key Swiss bank 


General Management in CH-4002 Basie, Aeschenvorstadt 1, and in CH-8022 Zurich, Paradeplatz 6. Over190 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Edinburgh, London, Luxembourg, Madrid, Monte Carlo, Paris. North America: Atlanta, 
Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto. Latin America: Bogotá, Buenos Aires, Caracas, Lima, Mexico, 
Panama, Rio де Janeiro, Sao Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: Johannesburg. Asia: Hong Kong, 
Singapore, Tokyo. Australia: Melbourne, Sydney. 
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All set 
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_ By Colin James? 7, 

- Wellington: The way has been cleared for 
. New Zealand and Australia to sign a new 
` free-trade treaty — and to bring it into 
force on January 1, 1983. The Australian 
cabinet on November 11 approved a com- 
p mise-on minor contentious issues ar- 
ived at by New Zealand Prime Minister 
bert Muldoon and Australian Deputy 
ime. Minister Doug Anthony in Wel- 
gton in October. The New Zealand 
binet had ‘approved the deal, informally 
own as the Closer Economic Relation- 
ip, on November 1. 

The compromise involved peripheral 

nges, relating mainly to initial access 
r Australian goods to New Zealand — 
~ Bittle or no trade is now flowing eastwards 

ч; use of import restrictions — and to 
- the phase-out time for New Zealand ex- 
= port incentives. The draft agreement, 

published in June, proposed а six-year 

phase-down of tariffs on all but a handful 
- of items beginning on January 1, 1983, and 

а graduated increase in import licences 

- (quotas) for Australian goods by 10% a 
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year in volume terms, also. beginning in 
January, with elimination of all licences 
on Australian imports by 1995, 

For the most sensitive items the draft 
agreement proposed an initial 
NZ$200,000 (US$146,000) or 5% of the 
market, whichever is less. This formula ef- 


fectively gave New Zealand companies in. 


those industries. most of the period 
through to 1995 to adjust. The draft also 
suggested that New Zealand export incen- 
tives should be eliminated by 1987. 


The draft was rated a good deal for New 


Zealand because it secured access to the 
Australian market while allowing a rea- 
sonable period for New Zealand industry 
to adjust to Australian competition. Aus- 
tralians saw it more bluntly (and correctly) 
as giving New Zealand a heavy advantage 
in the early stages. As details of the June 
draft became more widely understood 
within Australia, pressure came on the 
Australian cabinet to reduce New Zea- 
land's advantage: 

Changes demanded by Australian in- 


uota оГ 


Nuts and bolts of security 


` Arightwing Japan-US symposium urges stockpiling of strategic 
. raw materials to prevent the Soviet Union cornering the market 


CREE 


` By Mike Tharp 

Tokyo: Officials of the administration of 

United States President Ronald Reagan 

and American resource specialists have 
recommended that US and Japanese 
oreign-policy initiatives include access to 


E 


i 


UE. 


als, as part of national security. Their sug- 
estions, made at a joint symposium held 
` in Tokyo in November, strongly implied 


=> 


қ; 


that the Soviet Union was trying to disrupt 


. political stability in countries where the 
_ rare metals are produced in order to en- 
. hance the attractiveness of Soviet re- 
. sources. 

The symposium marked the first time 
| the two governments had discussed the 
_ issue of rare metals and their impact on 

national. security, Although the confer- 
. ence was sponsored in part by two right- 
| wing think-tanks in each country, those at- 


-—. businessmen, academics, government of- 
ficials and others of a more moderate poli- 
tical stripe. 


No formal agreements were reached: 


during the two-day session, but officials 
from both Japan and the US affirmed their 
intention to increase their national 


critical raw materials, especially rare met- 


tending included a fairly broad range of- 


stockpiles of rare metals. In addition, the 
two sides agreed that it would be useful to 
exchange information on strategic mate- 
rials — beginning next April. No formal 


structure was established to implement 


this agreement, however. 

"We have got to include access to criti- 
cal raw materials in our foreign-policy 
agenda with producing countries," said 


William Schneider, Under-secretary of 


State for Security Assistance, Science and 
Technology. *My hope is that this could 


become an element of the diplomatic, 


agenda for all industrialised countries." 
Toru Toyoshima, director-general of the 
Agency of Natural Resources and Energy, 
calculated that a 30% reduction in the sup- 
ply of rare metals needed by Japan would 
cause a 4% drop in Japanese gross na- 
tional product. 

Although 93 commodities are covered- 
by provisions of the US Strategic and Crit- 
ical Materials Stockpiling Act, only about 
15 are considered as genuinely critical for 
US security. Bauxite (for aluminium pro-- 
duction), asbestos, chromium,  man- 
ganese, platinum and cobalt, for instance, 
are used to make parts of missiles, electro- 


Anthony: agreeing to a compromise. 





dustry centred on bringing forward the 
date for eliminating New Zealand import 
licences, raising the initial level of access 
in no- or low-trade goods and phasing out 
export incentives earlier. To underline 
their concern, Australian interests suc- 
ceeded in having official inquiries begun 
into alleged dumping of metal-chip roof 
tiles and softwood timber, raising the pes- 
sibility of countervailing duties being im- 
posed — and with them serious implica- 
tions for other New Zealand exports. 





nic-guidance systems, aircraft engines, 
computers and other products deemed es- 
sential for defence. Japan's Ministry of In- 
ternational Trade and Industry (Miti) has 
classified 11 materials as being subject to 
national stockpiling. 

Politicians from both countries agreed 
on the strategic importance of rare metals., 
Yoshitake Sasaki, a lower-house member 
of the ruling Liberal Democratic Party, 
said there was *a dire need" for stockpil- 
ing in Japan. Utah congressman Dan Mar- 
riott declared that “we are in the midst of a 
resources war, as subtle as it may be," and 
called for joint ventures among the West- 
ern allies to obtain rare metals. 


E point out that supplies of many 
rare metals are found either in political- 


‘ly unstable areas such as southern Africa, 


or in the Soviet Union, which has self-suffi- 
ciency in 29 of 36 key minerals. Daniel 
Fine, a professor at the Mining and Miner- 
als Resource Research Institute of the 
Massachusetts Institute of Technology, 
linked the Soviet Union's shipments of 
arms and other supplies to southern Af-, 
rica after 1975 to. longer-term Soviet 
foreign policy. : Ў 
Contending that the Soviet Union “is 
not interested in a world of stable raw ma- 
terials," Fine said the Soviet intent was to 
make Siberia appear more stable to 
Japan. Moscow, he added, seeks to mak 
Japan a market for Siberian rare metals, 
situation fraught with diplomatic conse- 
quences. Besides making the Japanese de- 
pendent on Soviet supplies, such a move. 
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"New Zealand, already in difficulties | 


over export incentives in the United States 
(where plastic sheep-ear-tags were found 
to be unfairly subsidised in 1981), is pre- 
paring to review export incentives in 1983 
— and is expected to either eliminate or 
radically modify them. Thus Muldoon 
quickly agreed in negotiations with An- 
thony to cut export incentives by half in 
1985 and eliminate them in equal steps by 
1987. But he remained adamant that other 
phase-down dates must remain as origi- 


nally proposed — particularly the 1995 
terminal date for import licences. 


he crux of the negotiations was there- 

fore initial access for no- or low-trade 
goods. Anthony wanted a doubling both 
of access — to the lesser of NZ$400,000 or 
10% of the market with a 20%-a-year vol- 
ume increase up to the equivalent of NZ$1 
million, when the 10% formula would 
apply. Muldoon eventually conceded the 
NZ5400,000 but held to the 5% alterna- 
tive (though with a NZ$200,000 floor ex- 
cept for 30 product categories) and com- 
promised on a 15% a year volume up to a 
value of NZ$1 million. 

Even this small concession brought 
cries of dismay from hitherto nervous but 
relatively restrained manufacturers in 
New Zealand. Manufacturers Federation 
president Earl Richardson called the con- 
cession "unduly generous" and said it 
eroded the principle of gradualism which 
underlay previous government assurances 
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“would involve a major shift and realign- 
ment of world rare-metals supplies and 
patterns," Fine said. 

Some Japanese foreign-policy analysts 
said this interpretation gave the Soviet 
Union much more credit than they de- 
served for their foreign-policy strategy. 
These analysts said there was little likeli- 
hood that the Japanese Government 
would become greatly interested in Sibe- 
rian sources of rare metals in the foresee- 
able future. Moreover, there seems to be 
little commercial appeal for Japanese 
companies involved in Soviet trade to 
mortgage their business tie-ups on such a 
highly politicised commodity. 
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have the agreement in the bag, dismissed 
the complaints with assertions that it was 
still a very good deal. 

There were other minor movements. 
The Australians got three minor items (it 
was not immediately known which ones) 
moved off the deferred list and on to a 
January 1 start towards the automatic 
phase-in procedure. There were changes, 
too, to the wording of the draft agreement 
on Australian state and federal govern- 
ment purchasing procedures where New 
Zealand manufacturers have complained 
of being blocked out. The new wording 
stresses encouragement of equality, im- 
proves criteria for access for New Zealand 
silppliers to high-technology and defence 
industries and spells out the continuity for 
both countries of the benefits of tariff-pre- 
ference policies. 

Now that the agreement has been set- 
tled, the question remains whether in 
practice it will be outward- or inward-look- 
ing. Both governments have emphasised 
that it is not intended to disadvantage 
third countries, nor to act as a substitute 
for the development of trading relations 
with them — particularly the small 
economies of the South Pacific. But much 
of the New Zealand interest in the agree- 
ment has centred on assured access to a 
bigger home market and some critics have 
asked whether the agreement might not 
discourage a more active, diversified ex- 
port drive, 


Nonetheless, ا‎ delegates to the 
symposium agreed that stockpiling Was a 
good idea. Japan, which now consumes 
some 10% of global rare-metals supplies, 
uses them in a wide range of industrial ap- 
plications, including computers, electro- 
nics, nuclear fusion and new materials. 
Miti hopes to acquire a stockpile of about 
two months' *domestic consumption of 
strategic materials within the next five 
years. 

One example of the strategic impor- 


tance of rare metals was provided by 


Richard Mulready, vice-president of the 
Pratt and Whitney group of United 
Technologies Corp. About 80% of Japan- 
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and Whitney. Mulready described a pz 
called the first-stage nozzle guide vane in 
the gas-turbine engines of Boeing 727$, 
737s and McDonnell Douglas DC9s. The 
vanes are 60% made of cobalt and last for 
„about 10,000 hours of operation. An en- 


. gine ordinarily operates for about 2,500 


hours a year. If the cobalt supply were cut 


. off, Pratt and Whitney would no longer be 


able to supply vanes for the engines. “Air- 
lines would begin to shut down at the rate 
of 25% a year," he said. 
Several options were discussed by par- 
ticipants at the symposium, including: 
» Raising the levels of conservation 
гапа recycling to reduce dependence. —— 
`.» Finding alternative sources, includ- 
"ing deep-sea bed mining. 
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strat gh minerals. - 3 Л g i 
: Each option, however, has drawbacks, 
and the only other method immediately 
available — other than military seizure of 
present supplies — is stockpiling. Cur- 
rently, the US Government seeks to build 
a national stockpile of three years' supply 
of strategic materials. Now there is US$12 
billion in such commodities, at current 
prices, but American officials estimated it 
would require at least US$10 billion more, 
plus domestic US resources, to raise in- 


ventories to three years’ supply. US offi- : 


cials also stressed that any release of met- 
als from a national stockpile should be 
done for strategic reasons, such as block- 
ades or boycotts, rather than because 
world prices were increasing. 
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the Japan Centre for Security 
Study. The first is headed by Robert 
Pfaltzgraff, whose institute’s members 
have in the past recommended the acquisi- 
tion of nuclear weapons by both Japan and 
South Korea. The second institute’s presi- 
dent is Hideaki Kase, widely regarded as 
one of Japan's most hawkish commen- 
tators on defence issues. 

It was unclear whether such sponsor- 
ship affected the credibility of the sym- 
posium. One American official observed 
that strategic-minerals policy in the past 
was often seen as anti-Soviet, anti-de- 
veloping countries, and with an attitude of 
"they've got the things we want, so how do 
we get them?” ш 
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Stripping the naked 


| ` The agency responsible for the United Nations’ largest aid 
Н programme to poor countries is itself starved of funds 
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By Ted Morello 

New York: The 40% cutback in United 
Nations development aid projected re- 
cently for Asia-Pacific countries has be- 
come a grim reality after the last-ditch 


. fund-pledging conference failed to hit the 


- minimum target for the 1982-86 spending 
cycle. Indeed, the situation is even more 
critical than the worst-case scenario 
suggested by UN Development Pro- 

mme (UNDP) administrator Bradford 

"Morse and presented to the UNDP gov- 

erning council’s meeting in Geneva in 

Мау. 

_ At that session, Morse announced ап 

across-the-board reduction of 20% in out- 

lays for worldwide projects assisted by the 
agency, the UN system's largest aid-giving 
apparatus. He warned that unless the vol- 

"untary contributions on which UNDP is 

wholly dependent increased dramatically, 


` the cutback figure would have to be dou- 


l- 
۳ 


* 
Evi 


t 


k 


4 


bled. At the 40% level, the loss to the nine 
sample Asia-Pacific countries cited in a 
UNDP study would have totalled 


~ US$201.9 million out of an original budget 


of US$504.65 million (REVIEW, Aug. 20). 
Now, at a newly announced retrenchment 
figure of 45%, the loss will rise to more 
than US$227 million. 

These figures account only for Pakistan, 
Samoa, Bhutan, Burma, the Cook Is- 
lands, Indonesia, Laos, Maldives and Sri 
Lanka and for only about a third of the 
‘UNDP's spending in 39 Asia-Pacific na- 
tions and territories, running from the 
Gulf to the Korean peninsula and deep 
into the South Pacific. The 40% slash was 
contingent on the outcome of the 
November 8-9 pledging conference here 
to coax additional contributions out of the 
UN's 157 member states for development 
activities carried out by some 25 UN agen- 
cies and programmes. At the end of the 
session, pledges from 95 governments 


totalled nearly US$405 million. The 
largest share — US$272.5 million — was 
earmarked for the UNDP. Added to ear- 
lier pledges to the agency, Morse said, re- 
sources for UNDP-supported activities in 
1983 will amount to about US$665.6 mil- 
lion. 

But Morse noted that the total, even 
without taking into account inflation, is 
well below the US$697 million pledged 





Morse: worse than worst case. 


four years ago for 1979. In real terms, he 
added, the 1983 figure falls substantially 
below the US$307.5 million pledged to 
UNDP a decade ago — this in the face of a 
1976 agreement targeting a 14% increase 
in voluntary contributions every year to 
the end of 1986. Instead, pledges for 1980 
in terms of US dollars increased by a scant 
2.8% over 1979. For 1981, they fell by 6%. 
For 1982 they remained virtually stagnant, 
and for 1983 they will decline further from 
what Morse called an already “woefully 
inadequate base.” Summing up. the ad- 


ministrator said: *The sombre picture is 
now complete: for [the] UNDP, recession 
is rapidly becoming depression." 

The drastic reduction in UNDP deve- 
lopment aid to governments will play 
havoc with national budget processes as 
well as with projects either planned or 
under way. To keep the damage to a mini- 
mum, Morse appealed to prospective 
donors to pay in their 1983 pledges as early 
as possible. Otherwise, the agency will 
have to dip into its operational reserves 
for US$50 million or more merely to phase 
out programme commitments on à heavily 
reduced scale. 

In absolute terms, the heaviest loser 
under the 45% formula will be India, 
whose original five-year UNDP budget of 
US$252 million will be trimmed by 
US$113.4 million, followed Ьу 
Bangladesh, reduced by US$90.45 million 
from US$201 million. The five Asean 
members face a US$98 million cut from 
the planning figure of US$217.5 million. 

Individually, the Asean cutbacks are In- 
donesia (US$47.9 million), the Philip- 
pines  (US$20.7 million), Thailand 
(US$19.35 million), Malaysia (US$6.75 
million) and Singapore (US$3.38 million). 
Among the Indochina countries, Vietnam 
will be the hardest-hit with a loss of 
US$53.1 million in UNDP aid. Laos will 
lose more than US$23.6 million. Because 
of its still-undecided war to establish its 
authority over Cambodia, UN-recognised 
Democratic Kam is not included in 
UNDP's 1982-83 budget figures. 

Worldwide, UNDP will be able to pro- ' 
vide less than half of the US$5.5 billion it 
had hoped to spend for technical coopera- 
tion programmes in the 154 countries and 
territories it serves. Morse blamed the 
continuing drop in donor contributions on 
a variety of factors. Among them, he said, 
is the fact that the world is “teetering on 
the brink of its worst economic slump in 50 
years." 

Other factors he cited are industrialised 
countries' shift from.multilateral to bilat- 
eral aid-giving, inflation, the strengthen- 
ing US dollar in relation to other curren- 
cies pledged by donor countries and ex- 
change fluctuations, which eroded 
UNDP's resources base by more than 
US$170 million in the past two years. @ 
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For every day 
collect dust on à 
could collect in 


Don’t blame your customer if a slow Letter of Credit ties up a big export saleinbrigl 
red tape. They can't get the goods, you can't get the cash. 

Well that's all history now. Because Chase has brought international trade 
up to the twentieth century. With the electronic Letter of Credit. 


Our equipment takes the buyer's input just once, and stores it. So tell youi 
customers the next time they need a repetitive credit, to call Chase and tell us 





our goods 
dock, your money 
erestina bank. 


Го whom?’ and ‘How much?'. Electronic retrieval does the rest. Instantly. 
So you can clear out your inventories faster. And, unless you're in 
intarctica, you get your money the instant the documents clear Chase locally. 
„ Now, more than ever, time is money. If you'd rather collect interest than 
ust, tell your customers to use Chase for their Letters of Credit. In the race 
gainst time, the Chase is on. 


© The Chase is on. 
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Service from the heart | Short~ 
-a part ofour tradition ӨШ to 





This ancient stone carving — a relic from 
Indonesia's picturesque past — depicts a scene from the 
country's rich and dramatic folklore. It shows the simple 
generosity which is so much a part of the Indonesian 
tradition. In Indonesia such warmth comes easily. It comes 
straight from the heart — which is what makes it unique. 

"Today at the Sari Pacific Jakarta this tradition is 
alive. You'll see it in the many little things we do to make 
you more comfortable. 

The little things that make 
the difference between mere 
service and service that comes Ж 
straight from the heart. 

It's what makes 
the Sari Pacific Jakarta, 
the hotel with heart. 


Sari Pacific Jakarta 
The hotel mith heart 


Jalan M.H. Thamrin, P.O. Box 3138, 
Jakarta, Indonesia. Telephone: 323707. 

Cable: HOTLSARIPACIFIC. Telex: 44514 HTLSARI LA. 
British Airways Associate Hotel. KLM 2 Golden Tulip Worldwide Hotel. 








For reservations contact: any Pan Pacific Hotel office or te e: Tokyo 
03-214-3001, Hong Kong 5-230824, Singapore 2500642 or 
Or offices of; major airlines. 


Other Pan Pacific Hotels are Le Seoul Tokyu, 
Kyongju T inde Rew, Rol Cullen Segen 
Operated by Tokyu Hotels International. 
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trading 


with 
China. 


China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 19 years, the CHINA 
TRADE REPORT has helped Ching 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 





CT ------2--2--2-27----- 


ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine. 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
REPORT. | enclose $ 





Annual subscription rates 
HK$1,295 M/S$490 US$225 £125 A$215 


Sent airmail anywhere in the world. 
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E BOEING 757 


JETLINER FLYING TODAY. 


: 


With fuel savings of up to 47%, the Boeing 757 can keep Southeast Asian airlines a step ahead of rising 
fuel costs. 

The 757 is equipped with quiet, fuel-efficient engines. It's built with advanced, lightweight materials. 
And it features computerized flight controls for the most economical operation of the aircraft. 

The new generation 757 also has a spacious single-aisle design. Overhead stowage compartments are 
large enough to accommodate carryon garment bags. 

And the 757 has the lowest cost per seat mile of any jetliner in its class. It can carry 186 passengers ina 
mixed class configuration and up to 239 all-tourist passengers. 

Fuel efficiency. Advanced technology. Passenger comfort. Add it all up and you'll see why flying will 
continue to be the world's best travel value. BOEING 
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of the Middle East. @ 


knows whats what Ф223 


Asamemberof The Hongkong Bank Group 
we have direct contact with nine hundred offices 
in over fifty countries, in all major financial 
areas, connected by satellite Speedlink, and 
offer the full spectrum of banking services 
including commercial and merchant banking, 
insurance, finance and investment management, 
and trustee services. 

Business Profile books are just one ofthe 
examples ofthe specialist services provided. 

For copies of these books write to one of the 
addresses given: 


Head Office 1 Queen's Road Central, Hong Kong 
Temporary Address: 23rd Floor, Admiralty Centre 
Towerl, Harcourt Road, Hong Kong. 

Telephone: 5-8228333 Telex: 73201 

Group London Regional Office 99 Bishopsgate, 

London EC2P 2LA Telephone: 01-638 2366 

Telex: 889185 

The British Bank of the Middle East Falcon House, 
Curzon St., London WIY 8AA 

Telephone: 01-493 8331 Telex: 27544 

The British Bank of the Middle East 195 Brompton Road, 
London SW3 ILZ Telephone: 01-581 0321/4 Telex: 8953821 





ing e outcome of Sino- 
uncertain, but. 
i 1-A ready excuse exists in the shape of the 
political uncertainties which.have blown 
"up since Thatcher's visit. 


ig Hongkong is 
s concentrated | 
and finance sectors, ‘The: 


general 


he community 

at la З However, it 
is almost certain to blow down a number 
of very tall but flimsy and ill-rooted corpo- 
te trees. It has severely strained the 
nerve and resources of the financial sec: 
P worst of the storm 
over, it will leave a lasting mark on the 


oo ways banking business, government. fi- 


` „ances. and property. development are 

: conducted in Hongkong. 
` So far, two big property groups — Car- 
пап Investments and Eda Investments — 
ad to seek- the protection | of their 


them in: the ines Others are in the same 
predicament. A handful of deposit-taking 


inpanies (DTCs) have also had to seek 


г help: The government, the Hongkong and 


»anghai Banking Corp. and other lead- 


ed deposit-taking | 
ig to. shore up the 
threatened by loss. 


id to pledge backing for: | 


bank с edit lines, the 
jut ot. And with 
‘modicum of cooperation from large 


riks there is little reason to be-- 


lieve that. individual Pies end problems 
despateh 


P: 
imilar- fashion.- The problem facing | 1 
rs and government alike is whether . 
is possible to-orchestrate developments | 


such a way that those who deserve to go 


to the wall do so without dragging sound 


companies with them. - 

Too hasty a pulling. of the plug on big 
property companies, ( 
perhaps spark ofta 

of thi co plex 


‘the government, the credit 


“somehow different. 
| pushed up by a surge in demand but appa- | 


ieve, might - 
in reaction | 


Ар | ever, it is equally true — though the 
| Scale may be rather longer — that 


dangerous for the financial instit 


throw good money after bad by taking a an | joi 
-over-optimistic view. .of the. recovery 
"T chances of the property.sector, or ta be |. 
unwilling to own up to past indiscretions... 
For the moment, it may be desirable to 


talk of the crisis as being one of liquidity. | w 


The aftermath of Thatcher’s visit may 
have precipitated the crisis and will make 
it more difficult to solve as it will probably 
be some time before demand for property 
is revived even at much lower price levels. 
But it did not create the crisis. 








long-term oversuppl 
die s there w 


The underlying problem wasthe exces- | cluding that of the R ат 


"sive run-up in prices from 1978 to mid- 


1981, fuelled by credit increases averaging 
35% а year and double that to the prop- 
erty sector. Property values quadrupled in 


| 
| 
| 


of impending disaster simi 

hit the British financi 

when a credit-fuelled pro 

lapsed, were derided as fuddy ey 


é. a . Hongkong is the victim of an unspoken conspiracy. Those involved: 
ernment, the banking system and the speculative property developers. TI 
ject: to keep pumping money into the system in such quantities as will s 


reality that 


property values . . . For the property developers, the money is a shield fror 
i values are way out of line with actual or potential returns. 
splurge serves to protect capital revenues, on wi 


now relies for a third of its own income. And from the point of view of th 
creating banks and deposit-taking companies it wards off the day wh 


lending follies win come to 0 ost 


four years and some land prices increased | 


10-fold.. Hongkong. supposedly ће 
world's most unfettered market economy, 
suspended belief in market forces. It was 
Rentals could: be 


ntly were not supposed to be susceptible 
о being. pushed down again by supply. 


The wealth of a telatively small part of | 


the community — mostly itself linked one 


| way or another to financial or government 
thought to apply to the | 


le who most obviously 


AO. pe 
_| got carried away were the likes of Carrian: 
сапа Eda, and. deam кишш Dankers 
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One reason why credit growth cz 


liquidity in the banking system rema 
very high despite the fact that loz 
much faste) han: 


that the funding 

tions were unwise, give he lon 

ture of many loans and the wel 

liquidity’ of property in a falling заг 
Even now, the autho! 

lieve that bank an 


fact that. the position of individual 
tions is inseparable from that of the sect 


asa whole. The authorities can, howeve 


take some comfort from the fact th 
rent problems appear to derive 


much from the excessive lending 





om DTCs in respon 
han because a had se 


g in Hongkong — with or without 
uragement from local institutions — 


be forgiven for not wanting to throw ` 


d money after bad. Nor, in the final 
lysis, do they bear much responsibility 


r the conduct of the Hongkong. banking . li 


stem. The Basle agreement among cen- 

i| bankers requires each to look after the 

nches and affiliates of its own national 

banks. Foreign banks can be expected not 
ake matters worse by cutting and rur 


ng. But they cannot be expected to 
pump more liquidity into the: system. That. 
fthe Hon 


mean that they 

Equally, the 

g banks and the gov- 

‘nment can provide does not mean that 
ency is assured as property companies 
О receivership and as underlying as- 

| found to be worth rather less than 


rities have an absolute obliga- 


t all bank depositors and a 
rest to protect local banks 


ena i ger term one is to make 
hat they have the capital bases to sur- 
| offs, 


e for the government is 


t to take too much notice of the 


it po ( 
ће "peu go to the wall if 


y 
ched banks either іп. 
Lor long-maturity. deb 
ibli 


banking business on November 19 were 


nasty ones s for: Hongkog’ s most senior gov- 
ү fici: 


awful prospect of a “knock-on” effect into” 
ће banking system itself was looming. 
"A few days earlier; on November 15, 
Dollar Credit and Financing, one of the. : 
360 DTCs in Hongkong, had admitted its | lim 
inability to meet its liabilities as they fel | 


клр а : 
threatening to. eral 


| pe to look dan rone; like toppling as. 
| aresult. à 


— Thé -monetary authorities, though 


‘clearly taken by surprise in the crisis, and. ; 
loath by tradition. to intervene, were 
nevertheless forced to do something. The 


REVIEW learned that officials at the high- 
est level in financial and monetary affairs ` 
n n the evening of November 18, after. 

quidity crunch began to emerge, with. 


| those of the Deposit-Taking Companies _ 


Association i ssess the extent of the 
таре ánd to seé what could. be done to 

The picture did not look good. | 
The DTCs, whose total liabil es/ass 


€... instead of... hounding finance ТТТ to compete in the | 
nancial marketplace with licensed banks [the government] might look at whe! 
deposit-taking company (DTC)/property company reli 


health of the financial system . . . For purpo 
short-term loans to banks and other DTCs count as liqui 


ps 
ses of DTC р ential supervision, | 
assets. But how liquid 


are they when DTCs are just an in-house conduit for property-developmeht fi 


nance?9 


"due — a result almost. certainly of “a 


major fraud," as one informed source put 
it. That incident appears to have been the 


last straw for foreign banks already highly. 
-hervous about their exposure (through di- 


rect lending or inter-bank funding) to the 


shattered Hongkong property market and | 


the generally troubled local economy. 
Head offices in New York and London 


(and possibly elsewhere іп Europe) in- | 


structed their Hongkong. branches to re- 


duce their exposure in the way most read- | 


ily available to them -—— to cut so-called 
“non-advised” or “advised but uncommit- 
ted” credit lines to DTCs in the money 
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as of August 31 stood: at HK$2 
(US$36.86 billion) — арргоа 
those” of the licensed banks —~ 
heterogeneous. bunch . of іп 


many of which are subsidiaries of 1 


foreign banks. But at least 35-40 of then 
not only lack bank parentage but depend 


heavily on.the local money market for 


funds. (There are many more no bank | 


DTCs which аге not active fund raisers.) 


Half a dozen of these most exposed in- г: 


stitutions had. had their access to credit 
lines effectively cut off by the close of busi- 
“ness on November 17 and were desper- 
- atel 
market. The whole house of cards built | 
upon a multiplicity of banks and quasi- 


eking the advice of merchant b 
son what to йо. E 
xona International (Hold- i 
. ings)had been forced < 
"о agree to а suspen- 
sion after violent fluc- 
tuations in. its: share 
price on the stock- 
market. This was at- .: 
tributed. by the co 
pany itself to *spec 
latiori onthe fina 
affairs” of Axo x 
ternational © Credit 
and Commerce а. 
deposit-taking. © sub- 
sidiary (formerly 
;Bancom = Interna = 
tional): Another 
sociate of. Axona 
Tetra Finance, 
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assuring the local stock exchanges it was 
financially sound. 

All this, however, looked like only a 
prelude to much worse to come. It ap- 
peared highly likely that many banks 


- would decline to renew money-market 


loans to more and more DTCs as these be- 
came due, and once public depositors got 
a whiff of trouble they would quickly join 
the fray and withdraw their own deposits. 
As one senior local banker put it: "You 
only need à run on one company with pub- 


- lic depositors and that's it!" Once the rot 


started, there was no telling where it 
would stop. Depositors might feel safe 
with their money only in the biggest in- 
stitutions. So some of the smaller fry 
among the 124 licensed banks might face a 
run too. In the emotion-charged atmo- 
sphere of November 17 and 18 some 
bankers made it clear they could recycle 
funds among each other to counter any 
run but they could not bail out the DTCs 
as well. “If a big one [DTC] goes down, 
the government would have to help out," 
declared one banker. 

The government, however, did not and 
does not relish the thought of having to 
help out and, according to a banking 
source, seemed anxious to "push the 
whole problem back to the banks." In- 
deed, at a breakfast meeting on 
November 19 between the same senior 


` government officials and the heads of the 


biggest local banks, the government man- 
aged to force them, rather than itself, into 
the firing line. A few hours later the Hong- 
kong and Shanghai Banking Corp. issued 
a short statement saying it was "aware a 
number of DTCs which do not have bank- 
ing parentage may be experiencing tem- 
porary liquidity problems." It was “соп- 
cerned to ensure these problems are not 
extended to soundly based DTCs” and 
was willing to assist those which were 
“soundly based and well-managed.” The 
Chartered Bank expressed similar senti- 
ments. 

Financial Secretary John Bremridge 
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Bremridge and the press: ‘It’s your fault . . . 
welcomed the Hongkong Bank's "initia- 
tive" and said it confirmed the govern- 
ment’s “own confidence in the basic 
underlying strength of this sector of the fi- 
nancial system." He was "confident that 
all licensed banks, overseas and local, 
would demonstrate their commitment to 
Hongkong by following this lead." Just in 
case they were not too keen on such a 
demonstration, however, DTC officials 





6Ву exercising its so-called “pruden- 
tial" supervision of banks and deposit- 
taking companies, the government is 
in effect guaranteeing depositors . . . it 
must necessarily be concerned with 
the question of prudence in the growth 
of aggregate credit. 9 Review, July 17, '81 





suggested the government should remind 
foreign banks of their obligations. It is 
understood that a few strategically di- 
rected telephone calls achieved this end. 

The shoring-up operation worked in- 
sofar as the crash of as many as 15 or more 
DTCs the government feared by the eve- 
ning of November 19 had not materialis- 
ed; at least some credit lines had been re- 
stored and others not withdrawn as 
threatened. The air, mean- 
while, was thick with mutual 
recriminations. Some bank- 
ers were accusing the office of 
the Commissioner of Bank- 
ing of failing to do what it was 
set up to do after the local 

K: banking crisis of 1965 — warn 
9.98 


of an impending crisis. They 
x aa were castigating the more re- 
- cently established commis- 
sioner of deposit-taking com- 
panies' office in similar 
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terms. The government, for its part, was 
making little secret of the fact that it would 
be happy to see the more badly managed 
and adventurous DTCs go to the wall and 
was blaming the problem partly on foreign 
banks for pulling out the rug. It was also 
happy to blame the local press (and by in- 
ference the REVIEW, which has been con- 
sistently critical of the uncontrolled 
growth of credit and credit institutions in 
Hongkong) for creating the crisis through 
publicity. 

The crisis, however, is definitely пе of 
the media's making. The DTC sector has 
mushroomed since the early 1970s — ini- 
tially because of an official moratorium on 
new bank branches which led to the crea- 
tion and proliferation of semi-banks 
(DTCs) and because the banks quickly 
found these a vehicle for getting round the 
interest-rate agreement preventing a com- 
petitive bidding-up of deposit rates among 
licensed banks. In this sense — unregu- 
lated competition for deposits — there is a 
strong parallel between the growth of the 
DTCs and that of the so-called “fringe 
banks" in Britain in the early 1970s. 

Many of the fringe banks were faced 
with immediate collapse when in 1974 
their principal asset — property loans — 
collapsed in value and the big commercial 
(clearing) banks started calling in money- 
market loans to the fringe. Only a major 
"lifeboat" rescue operation, orchestrated 
and financially supported by the Bank of 
England, staved off a much wider finan- 
cial collapse. Despite some efforts to deny 
the validity of the parallel between Britain 
then and Hongkong now, including one by 
the Hongkong Bank in its November 
Economic Report, the comparisons are 
looking increasingly relevant. 

Hongkong's DTCs are not so heavily 
exposed to property as were the fringe 
banks — at least in the aggregate, though 
published DTC balance-sheets do not re- 
veal the individual picture in meaningful 
detail — but their exposure is by no means 
small. DTC loans to “building and con- 
struction" as of June 30 (the latest availa- 
ble official figure) were HK$11.3 billion, 
or 25% of total lending, without including 
HK$6 billion of residential mortgages. The 
ratio for res eim dollar-denominated 
loans was a higher 28%. Even more relev- 
ant is the high exposure which DTCs as a 
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may have been possible, if imprudent, 


while business was booming in Hongkong 
but, as the same banker pointed. out, 
things have now changed. 

"The property market has collapsed. 
DTCs have non-performing assets. They 
are not being repaid on schedule andsome 
are not even getting interest." When this 
became known to foreign banks’ head of- 
fices through the financial.crises at two 
leading property groups —  Carrian In- 
vestments and Еда Investments -— the 
word went out to branches to cut their ex- 


posure. But by doing so the banks have | 


their moral obligation to keep: the mo 
market liquid now. 
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shaken Hongkong to its foundations. 
r was it coincidence that the next group 
peal for rescue was the Eda group of 
reneur Chung Ching-man. Chung 


partner with Carrian in some of its” 


als but the two apparently fell out 
е going got tough. 


though the full depths of their pro- 


may not yet have been plumbed, 
and Eda between them probably 
Obligations to bankers and other cre- 
approaching. HK$8 . billion 
billion), a considerable portion 
is secured not on fixed assets but 

in their quoted vehicles. 
ety has always surrounded 


and Shanghai 
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edifice was constructed so rapidly; mostly 
with other people's money. The popular 
image of Carrian was as the vehicle of a 
group of super-rich Chinese from South- 
east Asia. Quoted Carrian Investments 


represented only the tip of its assets: 


iceberg. Even sceptics who felt it paid too 
much for property and shipping assets had 
assumed it was using its own money, albeit 
believed to be capital-flight money pre- 
pared to pay highly for a “safe” haven. 
However, the information on the debts, 
though still unpublished, clearly indicates 
that, thanks primarily to bankers and sec- 
ondarily to the faith and greed of equity 
investors, the whole edifice could have 
been built отап initial equity base of only 
HK$5-600 million. Carrian got started in a 
big way at the beginning of 1980 when it 
paid some HK$1 billion to acquire Mai 
Hon Enterprises and various properties 
from Stelux. It could well have'borrowed 


| half of that. Once it had a public company 


it could well have been able to borrow 
80% to finance its next move, the HK$1 
billion purchase of Gammon House (now 
Bank of America Tower) in Hongkong’s 


Central District. 
HK$500 million in equity is still big | 
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| many newspapers at the time. We no 
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'rofits from one-off property trades are 
easy to repeat even in a rising market, . 


Carrian, the master trader which 
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Every single working day 16,000 domestic appliances roll off 
our production lines. 

Bound for kitchens anywhere in 111 countries. 
Because we are Europe's biggest manufacturer of domestic 
appliances ...and its most innovative. 

Constantly finding new and better ways to wash and dry the laundry, 
do the dishes, keep your food fresh, cook your meals. 
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• Located in Singapore, the plant 
is the first lubricant additives 
facility in Southeast Asia. 


Now in Southeast Asia... 





The newest link in our worldwide 
Paramins service network 


E xxon Chemical has commenced 
production of additives in 
Singapore — the first plant of its 
kind in Southeast Asia and the largest 
in the Asia Pacific area. Designed to 
serve the needs of the entire region, 
the facility manufactures specially 
formulated additives carrying the 
company's Paramins trademark. 
These additives are used to improve 
the performance of automotive and 
diesel engine lubricants and the 
processing of hydrocarbons. 

The facility is the newest 
addition to an integrated worldwide 
customer supply network. It under- 
lines Exxon Chemical's commitment 
to being a reliable and responsive 


supplier of additives to its customers 
in the Asia Pacific region. 

The company is a pioneer in the 
additives field. It was the first to 
develop and produce on a commercial 
scale a lubricating oil additive more 
than 50 years ago. It has also led 
the way in technology innovations 
that have resulted in new and 
improved lubricants, including fuel 
economy motor oils, long drain 
heavy duty diesel engine oils, 
advanced automatic transmission 
fluids and flow improvers. 

The Paramins product line now 
includes a wide range of brands 
covering hundreds of product 
options to meet the diversified, 


specialized requirements of our 
customers. 

To keep further improving 
product versatility and applications, 
the company maintains five research 
and customer technical service centers 
around the world. 

Exxon Chemical Company is 
today one of the leading international 
chemical organizations, with nine 
major product lines ranging from 
olefins to specialties manufactured in 
51 locations in 23 countries and 
marketed in over 100 countries 
throughout the world. 
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Building Admiralty station; overhead property developments : easy assumptions and subsequent difficulties. 


timism, despite overwhelming evidence 
from government statistics of a looming 
massive oversupply of offices. 

To make matters worse, the MTRC 
proceeded to give all its contracts to a 
single consortium led by Hang Lung 
Development. As these contract commit- 
ments totalled several times the develop- 
ers’ net worth it was assumed that they 
would not be given the contracts without 
bank-backed performance guarantees — 
a standard procedure with very large con- 
tracts. Yet no substantive guarantees were 
obtained. 

Now, several consortium members are 
in difficulties even before they face a mas- 
sive likely loss on the Admiralty П deve- 
lopment site unless the government bails 
out the consortium by reducing an already 
announced development premium. If it 
does cut the premium, it will not only 
damage its own revenue but will make it 
plain that big developers are allowed to 
make billions, but not allowed to suffer 
losses. 

The government is going to have to re- 
duce premiums in the future, but is an- 
xious not to see its own revenues further 
depleted now. The answer for the MTRC 
seems to be that if Hang Lung cannot pay | 
the “Admiralty Il. premium, the MTR¢ 
should develop the site itself and put other | 
sites back out to bidding. That 
would mean the MTRC having 
to go to the market for more big 
government-guaranteed loans. 
But the government will proba- 
bly prefer it to do that than tosee 
its own budget hurt by requests 
for another equity injection or 
loss of land-premium income. 

Government revenues have 
themselves always been partly 
reliant on property; land sales, 
rates, direct tax on the income of 
‘property owners and developers 
and indirectly through stamp 
duties on land sales and 
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stockmarket transactions — the latter 
being overwhelmingly linked to the pro- 
perty sector. However, the situation has 
got alarmingly out of hand in recent years 
аз revenues from land grew almost as fast 
as land prices themselves. 


[sions the government tended to re- 
gard the property-income boom as а 
windfall. But as time went by and political 
pressure built up to spend ever-growing 
surpluses, caution was thrown to the 
winds. Even for the current year's budget, 
which was framed some months after the 
property downturn began, land-sales re- 
venue was expected to grow by 20% to no 
less than 33% of total revenue. Add re- 
lated profits taxes, duties and rates and 
total property-related revenues in the 
draft 1982-83 budget could well have been 
above 5095. In the event, capital revenues 
may be only 60% of the projection and 
1983-84 is even more full of uncertainty. 
Taxes on property profits and stamp 
duties are also likely to fall. 

The government has HK$16 billion in 
free reserves, so it has a substantial cush- 
ion to fall back on. However, even should 
the property situation stabilise at current 
levels and some demand for new land re- | 

ergc, the go will have to do | 
some fundamental rethinking of its fi- 
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1983 budget 
1983 Review 
projection 
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uity injection into Mass Transit Railway Corp. 
HKS3.5 billion. 
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nances. It is committed to keeping up a 
steady supply of new land. Meanwhile, 
banks, because of their existing over-ex- 
posure — which is likely to last for at least 
the next two years — will be very reluctant 
to extend additional finance to develop- 
ers, who will thus be unable to buy much 
new land. 

This all points not only to drastic curbs 
on government spending but also to the 
possibility of new, most likely indirect 
taxes. But there could be a more funda- 
mental problem to be tackled. In recent 
years, the private sector, through the cre- 
dit-creating banking system, has been a 
source of buoyant domestic demand and 
rampant inflation. The public sector, 
through its surpluses, has had a modest 
contractionary impact — at least in 
theory, financial and political problems 
restrain inflation. 

But in the longer term this could have a 
too-severe deflationary effect as credit for 
the private sector becomes hard to get and 
thus government revenues, particularly 
capital ones, are curtailed. Without a cen- 
tral banking system and government-debt 
mechanism, the government's ability to 
reverse its traditional deflationary stance 
is limited. It can borrow ovérseas but that 
may be undesirable for political as well as 
economic reasons. At present it has no 
mechanism to create domestic credit. 

So it could well be that the requirements 
both of the revenue and of the economy at 
large will before long benefit from the 
issue of government securities. Whatever 
the maturity term these would be classed 
as liquid assets by the banks for which the 
government, through a revamped ex- 
change fund, would provide a source of 
liquidity and an assured market. This 
would also be an additional mechanism 
for influencing interest rates. This idea 
may never come to pass, but necessity will 
have to be the mother of some invention 
to cope with the new situation. 

— PHILIP BOWRING 
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Since both the Bangkok Bank and Thai 


Farmers Bank, the second largest, paid 
record dividends f Baht 52 and Baht 42 
a share respectively last year, a small re- 


| duction in dividends. this: year — if this 
‘turns out to be the case — is not likely to 


in | upset bank shareholders much. 
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ө IN sum, the somewhat reluctant 
adoption of the flexible interest-rate sys- 


tem is not expected to hampgr growth of: 


the Thai banking system. Despite the 
lower rates, deposits will continue. to 


grow at the 20% annual.norm, or even 
faster. Financial analysts attribute this to. | 


à steady rise in real interest rates over 


| the past two years. In 1980, when infla- 


tion rose 19.7%, bank depositors who 


received 12% interest actually suffered а: 


7.7% loss in real terms. The pattern re- 
versed last year when depositors getting 

13% interest against the 12.7% inflation 
rate made 0.3% in real terms. This year, 
one-year time depositors netting 12.596 


| interest. stand: to profit: 7.5%. іп: real. 


terms, on the basis of the projected 5% 


| inflation rate. 


But the current system is.not entirely 
without: flaws. The central bank has 


f launched a series of coordinated moves 


| in recent months. — from slashing loan - 
| rates for banks to bringing down rateson 
government bonds as well as rates in the 
bond repurchase. market — to force | 
I down interest rates in the local топеу tl 
.| market, hoping that the sluggish econ- | k 
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ny companies have 


which generally results in 


fixed 


addition, Pa in had to copii s on 
its share price 
interest in iss ng 30% of its shareholding 


to the public at Rps 7-8,000 per share. The | 
however; were more con- 


authorities; 
cerned with Panin’s ability to come up 
with dividend yields that would be suffi- 
ciently attractive to investors, and there- 


fore preferred a lower price. After much. 


discussion Panin agreed to a share price of 
Rps 3,475 but lowered its offering to 
12.596 of its shareholding and limited it to 
existing shares. Panin says that the re- 
maining 17.5976, which will consist of both 
existing and new shares, will be sold to the 
public in stáges within the next two years. 
One other problem was a potential con- 
flict of interest arising from Panin's loans 
to: companies: having. the same major 


shareholders. Gunadi Gunawan, Mu'min: 


Ali Gunawan, Tidjan Ananto and Mul- 


“jadi Kusumo, -who are the major indi- 
vidual shareholders and directors. of 


Panin, are also major shareholders of PT 
Asuransi Jiwa Panin Putra, an insurance 
company; Maxifero Industri Co., a steel 
company, and two textile companies, PT 
Maligi Spinning Mills and PT Panintitex. 

Loans to these affiliated. companies, 

which as of end-1980 accounted for 26.4% 


: of total net loans, dropped to about 10. 8% 


as of June 30, 1982: 
When asked about the potential con- 


‘flict, Mu'min, who is effectively leading 
| the bank, stressed that all loans had been 


handed out according to credit procedures 
which the authorities had reviewed. to 
their satisfaction. Other transactions with 


affiliated and associated companies are in- - 
_Surance coverage and rental income from 
Pan Union нанне апа deposit place: 


PANIN BANK 


Financial highligh 


Initially; Panin showed 
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Panin headquarters: strong investor interest. 





rupiah borrowings against the background 
of a weakening rupiah. 

To fund its assets growth, Panin has re- 
lied mostly on demand deposits, which as 
of mid-1982 accounted for 30.3% of total 
funding. The second largest funding 
source, which has grown rapidly over the 
past few. years, is time deposits, which in 
mid-1982 accounted for 38.4% of total 
funding. With the increased prominence 
of time deposits as a major source of 
funds, the bank's total funding cost has in- 
creased. As a result, Panin has reported 
smaller interest spreads, which has led it 
to concentrate more on fee income to 
maintain revenue. 

Panin has also bought into several in- 
stitutions. To gain merchant banking ex- 
perience the bank took a 7.5% and 8.1% 
interest in two NBFIs — Mutual Interna- 
tional Finance Co. and Private Develop- 
ment Finance Corp. of Indonesia respec- 
tively. Similarly, lacking experience in 
leasing, it joined Credit Lyonnais of Paris, 
Slibail International of Paris and Overseas 
Trust Bank of Hongkong to form a leasing 
company, Clipan Leasing Corp. In addi- 
tion, it participated in the establishment of 
the Asean Finance Corp. Through its 
9.3% shareholding in Sarana Pembiayaan 
Usaha and a 70% stake in Bank Rahardja 
Makmur of Palembang, Panin was able to 
expand its branch network to 20, covering 
11 cities in Indonesia. 


y going public, observers feel that 

Panin is now in a better position than 
most banks to obtain approval for further 
branch expansion. However, most 
analysts see its move to go public as part of 
a coordinated effort to develop into a 
more professional bank and penetrate a 
market sector — servicing large local busi- 
ness groups and the multinational com- 
panies — still dominated by foreign 
banks. With the central bank allowing the 
private national banks to grow at a faster 
rate than either the state or the foreign 
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banks — through the use of credit ceilings 
— and the state banks discouraged from 
lending to the large non-pribumi (non-in- 
digenous) and multinational companies, 
the strategy would appear timely. 

Led by Mu'min, Panin in 1978 signed a 
cooperation and technical assistance 
agreement with Credit Lyonnais to im- 
prove its internal accounting and control 
systems. At the end of 1980, to improve its 
corporate banking image and in anticipa- 
tion of companies moving out of con- 
gested downtown Jakarta, the bank 
moved its head office into the newly built 
Panin Building at Jalan Sudirman, the 
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xperienced bank officers from 
the the foreign ban banks to build up its sepe 
ment and corporate banking department. 
The additional exposure and recognition 
it gains by going public should help Panin 
further to compete directly with the 
foreign banks.’ 

Panin likes to be considered a pioneer in 
Indonesian banking. It was formed as a re- 
sult of the country's first bank merger, in 
1971. It was also the first in assets when 
the bank was under the leadership of 
Mochtar .Riady (a brother-in-law of 
Mu'min), who ‘increased. rapidly the 
bank's assets by aggressively acquiring 
other banks. Mochtar;- however, left 
Panin in 1975 to lead Bank Central Asia 
(BCA) and їп а few. years, BCA suc- 
ceeded in overtaking Panin in terms of as- 
sets, thus becoming the largest private na- 
tional bank. Since then, there has been a 
close rivalry between the two. Not to be 
outdone, Mochtar has told reporters that 
BCA will go public next year. There are 
indications that Mochtar had wanted to 
bring BCA to the public much earlier but 
postponed the decision when the major 
shareholder, Liem Sioe. Liong, decided 
against it. Opening itself to public scrutiny 
has not been easy for Panin and might be 
even more difficult for BCA. 

So far investor interest in the Panin 
issue has been strong and the underwriters 
appear confident that the issue will be 
oversubscribed. But primary market en- 
thusiasm has not often extended to the 
secondary market. Some observers there- 
fore have questioned whether Panin Bank 
will eventually be able to sell another 
17.5% of its shares in the secondary mar- 
ket, thereby becoming a 30% publicly 
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А free exchange ` 


Sri Lanka's two big local banks shudder as the government 
encourages competition in the currency market 


By Manik de Silva 
Colombo: In ап effort to promote com- 
petition in commercial banks’ foreign-ex- 
change dealings — thus assisting exporters 
and the government's objective of de- 
veloping Colombo into an international fi- 
nancial centre — the Central Bank of 
Ceylon recently discontinued its previous 
practice of fixing daily buying and selling 
rates for six international currencies. In- 
stead, the bank is transacting foreign-ex- 
change business with commercial banks in 
Sri Lanka exclusively in US dollars. 
Central bank governor Warnasena 
Rasaputram pointed out that 70% of the 
country’s trade is in US dollars. “Al- 
though we have no intervention currency, 
theoretically the dollar is our intervention 
currency and it was logical that we should 
operate this new scheme in dollars," he 
told the REVIEW. 


Under the old order, the central bank 
dealt in the US dollar, sterling, the 
Deutschemark, the French franc, the yen 
and the Indian rupee at rates it fixed every 
working day. The commercial banks' rates 
were a little higher, providing a margin. 
The banks now base their rates on condi- 
tions in world financial centres and the 
central bank hopes they will now trade 
idle cash among themselves. 

The central bank now buys and sells US 
dollars for spot delivery (that is, for deliv- 
ery on the second working day after the 
transaction date) at rates announced 
daily. It also engages in forward contracts, 
with the minimum value of each transac- 
tion, spot or forward, fixed at US$10,000. 
Itis up to the commercial banks to fix their 
own rates for foreign-exchange transac- 
tions with customers. 
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Nippon Electric du 


Nippon Electric Co. has reported sales 
of ¥560.1 billion (US$2.06 billion), an 
18% increase, while net profit rose by 
15% to ¥10 billion in the six months 
ended Sept. 30. The company, а major 


| manufacturer of telecommunications 
and other electronic equipment, did well 


in both the domestic and export mar- 
kets, though sales to the Japanese Gov- 
ernment declined by 8.6%. Net income 
per share rose to ¥9.47 from ¥8.94. The 
dividendi is to be unchanged at ¥3.25. 

— A CORRESPONDENT 


ANZ edges ahead 


The net profit of the Australia New Zea- 
land Banking Group Ltd edged ahead 
only. 2.9% to .A$180.47. million 
(US$170.9 million) in the year to Sept. 
30. Domestic operations came under 
pressure, with contributions to net in- 


| come slipping 8.7%. to A$71.45 million, 


while there were gains on all other 
fronts. The group's pre-tax trading profit 
dropped 1% to A$321.13 million. But a 


` drop of 6.9% in the tax bill to А$133.5 


million enabled the net profit figure to 
advance. Directors blamed a squeeze on: 


interest-rate margins for the unimpres- | № 
ive showing. A final dividend of 14 А 


nts has been recommended, taking the 
ayout to 28 cents a share. 
M — BRIAN ROBINS 
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EA REAN continued its recent rally as the 
18 region'sothermarkets came under sell- 

ing pressure. Hongkong remained ner- 

‘yous while Singapore and Kuala Lumpur 


. look poised for a correction. The bear 


$^ 
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. markets in Australia and New Zealand 
continued. 


Tokyo 


-The market reacted enthusiastically to 
news of a further decline in the United 
States discount rate, combined with a 
strengthening of the yen. Virtually all sec- 
tors except pharmaceuticals, which were 
blighted by another false-data scandal, 
gained in the rally. Foreigners remained 
net buyers and turnover was heavy as the 
Nikkei-Dow Jones Average broke 
through the 7,900 level to close at 
7,901.56, a gain of nearly 150 points. 


Hongkong 


Quiet descended on the market as traders 
stayed away amid continuing political and 
economic uncertainties. On Nov. 22, turn- 
over was down to HK$74.5 million 





(US$11.3 million), the lowest level for a 
full trading day so far this year. Prices 
tended downwards, with the biggest fall 
of 18.4 points on the Hang Seng Index 
taking place on Nov. 22, when the market 
reacted badly to an assertión by a Chinese 
official that sovereignty over Hongkong 
will be recovered by 1997 at the latest. 
Earlier, the Hongkong and Shanghai 
Banking Corp. had tried to steady inves- 
tors’ nerves with a statement of support 
for the troubled deposit-taking company 
sector. The statement sparked a short- 
lived rally which raised the index by 32 
points on Nov. 19. The index closed at 
801.7, for an overall loss of 22.34 points. 


New Zealand 


Heavy price falls continued. The market 
was battered with bad news on the balance 
of payments, while a big rights issue from 
Carter Holt intensified fears that the re- 
cent Fletcher Challenge issue may have 
been only the first in a series that could in- 
tensify selling pressure in an already de- 
pressed market. The current downward 


1120 


move, which began after the Labour Day 
holiday in late October. has;produced the 
most sustained fall in the present bear 
market, now standing 1875:below its Feb- 
ruary peak. The market now looks over- 
due for some sort of rally? fn its present 
mood, the usual. December-January up- 
turn seems likely to lack conviction. 


Australia 


Trading was weak and featureless, with 
little local or overseas buying support evi- 
dent. The. Australian , All-Ordinaries 
Index hovered around the 500-point mark 
to close at 500.9 at.the end of the period. 
Continued depressing. economic news is 
keeping prices, especially, those of indus- 
trial issues, under pressure. Half-year pro- 
fits for. some. financial. and industrial 
groups have revealed a clear deterioration 
in trading results since June 30, with little 


short-term recovery "anticipated. 
Taipei 

The market fell, for; the second straight 
week. The average weighted price index 
dropped five points to close at 471.25 and 
average volume fell to NT$498 million 
(US$12.6 million). The government fow- 
ered its target for economic growth in fis- 
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cal 1983 (0:5:5% during the period. The 
Finance Ministry projected a budget de- 
ficit of NT$50 billion, double the original 
forecast, in the year to June 30, 1983. 
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Si 
Some analysts continue to view the mar- 
ket as soméwhat overbought, and inves- 
tors now appear to agree, Trading was in- 
different and volumes mich lower, indi- 
cating that many investors are waiting for 
further evidence of direction. Activity was 
selective as a result, concentrated on such 
issues as Far East-Levingston, Times Pub- 
lishing and a few financial stocks. Fraser's 
Industrial Index fell 43.08 points from the 
previous period's close, to close on Nov. 
22 at 4,196.21; The Straits Times Index 
lost 10.61 points, finishing at 748.54. Vol- 
umes ranged from 6-9 million shares. 


пио 


Kuala Lumpur 


Early gains were soon reversed as trading 
grew cautious in the absence of firm leads 
from Wall Street. Frasers Industrial 
Index closed dt 2,532.84, a drop of 22.29 
points from its Nov. 12 close. Activity was 
generally dull, with volume rising only 1 
mfllion units from the previous holiday- 
shortened four-day trading period to 27.8 
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million. Some speculative interest was 
noted in lower-liners as blue ghips mostly 
kept to the sidelines. Market leader was 
property-based Malaysian Resources, 
which had listed à special 400,000-share 
issue on the last trading day before the 
Nov. 15 holiday: The counter added 12 

cents (5 US cents) to M$2.36. 


Bangkok 


Prices took а turn for the worse as inves- 
tors liquidated portfolios. This was rather 
surprising in the face of relatively good 
news on several fronts. Three more lead- 
ing banks announced a one percentage- 
point cut in the prime rate and on Nov. 19, 
the Bank of Thailand came out with a new 
issue of bonds showing а half-point drop in 
the coupon rate. This, however, was small- 
er than the market considered necessary 
to trigger a sustained downtrend in both 
lending and deposit rates. Average daily 
turnover was Baht 15.9 million, 
(US$717,647) as the Book Club Index 
lost 1.82 points to close at 107.83. 


Manila 

Turnover contracted to 664.6 million 
shares worth P 14.3 million (US$1.6 mil- 
lion). This was despite one big transaction 


1.53 
1.76 


э 












LEE 
EG 


worth P2 million in long-inactive Usiph 
the equipment distributor of the troubled 
Herdis group. Big-board mines were 

upset by erratic movements in world gold | 
and copper prices. There was some buy- — - 
ing, reportedly by Arab: investors, of B 
shares in Basic Petroleum and Landoil - 
Resources, now undertaking joint oildrill 
ing in the United Arab Emirates. 3 


Seoul E 


The market remained bearish throughout 


| 


the period with no exciting news to stirin- | 
vestors. The composite share-price index 
lost 1.4 points to close at 169.9. Average - 
daily volume was also down from 10.8 mil- — 
lion to 9 million shares. Buyers stood on ~ 
the sidelines as the government cracked _ 
down on property speculation in new flats 
around Seoul. But petrochemicals and 
motor-industry shares led small gains. | 
Hyundai Motors gained Won 36 (4 US 
cents), Dong-A Motors Won 24 and Kia 
Industry Won 15. 
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How Morgan Guaranty 
in Singapore can help vou 
around the world 
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Some of the Morgan officers stationed in Singapore are, from left: Sum Soon Lim, financial analysis and project finance, and Didier Cherpitel 
of Morgan Guaranty Pacific Ltd.; foreign exchange specialists William Chow and Ho Chee Nen; general bankers Jen Shek Chuen and Blyth Reynolds 


Morgan Guaranty is a worldwide 
wholesale banking organization, serv- 
ing corporations, banks, and govern- 
ment agencies. Our extensive financial 
resources, multinational business con- 
nections, and short lines of communi- 
cation add special value to a banking 
relationship. Here are some of the ways 
our office in Singapore can help you 
Corporate banking services 
We lend in local and Eurocurrencies 
and, as a leader in the international 
syndication market, structure “jumbo 
financings” for major projects around 
the world. When these projects involve 
imports of major equipment, machin- 
ery, and engineering and construction 
services, Morgan specialists experi- 
enced in working with subsidized 


export-assistance programs negotiate 
terms and conditions to minimize your 
costs 

There are other benefits to banking 
with Morgan. We put our worldwide 
foreign exchange capability to work for 
you managing exposure and reducing 
currency exchange risks. Your Morgan 
banker also gets you competitive execu 
tion of foreign exchange transactions, 
helps you with short-term and long- 
term investment opportunities in vari 
ous currencies 

Helping you grow 

Other Morgan Bank specialists can 
advise your company on growth strate- 
gies at home and abroad, mergers and 
acquisitions, foreign markets, capitali 


zation alternatives. As for traditional 


The Morgan Bank 


banking services—letters of credit, over- 
seas remittances and collection, inter- 
national cash management—you'll find 
we deliver them in a first-class way 
Merchant banking services 

Morgan Guaranty's merchant banking 
subsidiary based in Singapore, Morgan 
Guaranty Pacific Ltd., manages public 
and private offerings of securities for 
distribution outside the U.S. Morgan 
Guaranty Pacific serves governments, 
government agencies, banks, and 
corporations 

For more information about how 
Morgan can help vou, write or call Fock 
Siew Wah, Vice President and General 
Manager, Morgan Guaranty Trust 
Company, 2901 DBS Tower, 6 Shenton 
Way, Singapore 0106. Phone 2208144. 
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[n fact, one airline can't. 
But together, two of the world's 
leading airlines can. 

Thai and SAS have joined 
forces to offer passengers flying 


connections to other major cities. 
And whether youre sitting 
in Economy, Business Class or 
First Class, you couldn't get 
better on-board service than 


What airline can fly you non-stop from 
Bangkok to Europe, six times a week? 


between Asia and Europe a 
unique service. 

TheThai/SAS Asia-Europe 
Express. 

By flying the Great Circle 
route, instead of the more 
traditional route taken by other 
airlines, we are able to take a 
shortcut across the world and 
fly non-stop. 

This means a saving of 
over a thousand kilometres in 
distance and two and a half 
hours in flying time. 

Which, we would like to 
add, also means a good nights 
rest without the usual stops 
en route. 

And now we offer six 747 
flights a week, instead of three. 

Bangkok and Copenhagen 
are also the key gateways to 
Asia and Europe, offering easy 


MNAC/THA/4187 


that provided by two of the 
world’s most respected airlines. 
So, if you are flying to 
Europe, the best way is via the 
Thai/SAS Asia-Europe Express. 
It not only gets you there 
on the double, it gives you six 
flights a week to choose from. 





5. 
Asia-Europe Express 


Thai/$4f 





LETTER FROM SANGLI 


М than 100 years after the found- 
ing of India's biggest industry, cot- 
ton textiles, most of its workers are still 
living in early industrial conditions; their 
wives and families stay in their home vil- 
lages, they visit home once a year and 
live meanwhile up to 100 to a room in the 
crowded heart of Bombay, sleeping in 
shifts and spending their off-hours wan- 
dering the streets. 

It is the fact that they have a home 
base in their villages that has enabled 
them to stage the longest strike in the 
history of the industry, started on 
January 18 and showing no sign of settle- 
ment. But this also means that the long- 
term effects of the strike are felt not only 
in Bombay itself, but also in what has 
been the main rural power base of 
Maharashtra's ruling Congress party. 

Some textile workers are from the 
backward coastal Konkan region, but 
these have now mostly settled with their 


Samant speaks to agricultural workers: experience spreads. 





ers, and local poli- 
ticians have bulli- 
ed them. These ef- 
forts have failed. 
The workers have 
on occasion beat- 
en up representa- 
tives of the offi- 
cial Congress-led 
union, the Rashrtiya Mill Mazdur Sangh, 
and have defied the village leaders trying 
to persuade them to go back to work. 
The strike leader, Datta Samant, has 
also taken the fight into the villages. He 
appeared at a statewide conference of 
agricultural labourers and followed this 
up with a rural tour aimed at raising 
grain from the villages to feed the 
families of striking workers. The tour 
meetings attracted massive turnouts of 
workers and poor peasants — and very 
few of the traditional village elite. They 
were followed by the spread of labour 
activism to the 
fields. Strikers 
working for the 
duration as ар- 
ricultural labour- 
ers or on govern- 
ment -sponsored 
dam and irrigation 
projects have 
transmitted some 
of their union 
experience to their 
unorganised fel- 
low-workers. They 
have asked for 
higher wages on the 
government pro- 
jects, and begun 
raising questions 
about the lack of 
rural economic de- 








families in Bombay, Another group 
comes from such far-away states as Uttar 
Pradesh and Andhra Pradesh. But most 
are from the southern Maharashtra dis- 
tricts of Satara, Sangli and Kolhapur, 
dominated politically by well-off farmers 
of the dominant Maratha caste. In the 
river valleys of these districts are found 
the irrigated fields and cooperative 
sugar-cane factories that provide the 
basis of their power. But in the hilly and 
dry regions on either side of the river val- 
leys, poor peasants and landless farmers 
send their sons in large numbers to the 
Bombay mills. 

And the striking workers, sitting idle 
in their homes, find it easy to transfer 
their anger at mill-owners and politicians 
in Bombay to the ruling power structure 
of their rural districts, for the connection 
between them has become open and ob- 
vious. The state has used the Congress 
party structure to try to convince the 
workers to go back. Notices have been 
sent through village headmen and police 
officials asking for identification of work- 


velopment. 

All this village turmoil may look low- 
key when compared to the huge marches, 
rallies and road- and train-blockages that 
can be seen in Bombay. The effects of 
the strike are visible in the lessened 
crowds and empty tea-shops in Bombay 
and measurable in hard economic terms, 
as millions of rupees of textile produc- 
tion are lost. They are not so visible or 
measurable in the villages. But cynicism 
has been building up for a long time 
among the rural poor against the elite; 
sporadic organising efforts of agricul- 
tural labourers, sugar-factory workers, 
migrant cane-cutters and other groups 
have taken place; factionalism among 
the “sugar barons” has intensified. 

Now the massive return of a defiant 
working-class section to their village 
homes is adding to this slow erosion of 
the 35-year-old political system of rural 
Maharashtra. This may well be one of 
the more important long-term effects of 
the strike no matter whether it is 
“won” or “lost” in terms of workers’ 
wages. — GAIL OMVEDT 
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im LETTERS um 


No surprises 


Your cover story [REVIEW, Oct. 8] gives 
the impression that Burma's economy has 
turned round despite current difficulties 
and that the so-called mini-boom looks set 
to continue. Your Bangkok correspon 
dent cites official estimates showing that 
Burma's economic growth in real terms 
averaged 6.6% a year over the past four 
years. These estimates should be treated 
with caution because, like most data for 
developing countries, official figures in 
Burma should be regarded as orders of 
magnitude rather than as precise esti- 
mates, due to a very weak national statisti 
cal base and inadequate methods of calcu 
lation 

In Burma, official growth rates in both 
market and constant prices are not reli- 
able because they are based on officially 
controlled prices without reference to 
corresponding black-market prices. Offi 
cial prices do not reflect real price levels 
existing in the parallel black market 
which is intentionally excluded from offi 
cial computations. The obvious exclusion 
of illegal but open free-market prices from 
Official statistics tends to overestimate the 


a temporary boom? 








true growth of gross domestic product 
But it is the parallel shadow market which 
supplies the whole population with most 
consumer goods and services 

Besides, official methods of calculation 
are notin line with the United Nations sys 
tem of national accounts and are generally 
based on poor statistical data. To date 
there have been no proper statistical sur- 
veys of all sectors of the economy. That is 
why sectoral growth rates need to be 
examined in independent studies and sur 
veys. For these reasons, real GDP growth 
is much less than the regime’s much-pub 
licised 6.6%. Similarly, official statistics 
on growth of production, consumption 
and investment are far from correct 

In fact, the per capita income of a coun- 
try is merely an arithmetical average, and BIF J Hg 
a rising per capita income does not neces - 
sarily ensure that the mass of the people in 
the country enjoys a higher standard of 
life. Various types of internal economic E 
disparity persist among different income | 
groups іп Burma. Income inequality is in 
creasing gradually, to such an extent that 


- | 
BLACK &WHITE PREMIUM- v 
the fruits of better growth in the past few THE SCOTCH WHISKY APART. + " 


years have not trickled down fully to the 
majority of farmers and workers. It is in 





this context that your Bangkok correspon 
| dent frankly admits that official 9% 
| growth during 1981-82 in the processing 
and manufacturing sector did not appear 
to benefit directly the average Burmese 
Fhe better growth in Burma is heavily 
influenced by а temporary boom in ag- 
ricultural production activated. by the 
Green Revolution. As the International 
Monetary Fund put it, improved perfor 
mance of the agricultural sector in Burma 
has resulted from intensification of pro 
duction methods and, to a lesser extent, 
from an expansion of sown area. Under 
certain conditions, the Green Revolution 
can be a dynamic force for development, 
but it can also produce undesirable side- 
effects internally and externally. In the 
case of Burma, expectations do not look 
good. There is a danger that, without ap 
propriate policies, the agricultural boom in 
Burma may be cut short before its full po- 
tential economic benefits are realised. It 
appears that the military regime lacks 
economic policies required to turn it from 
a technological innovation into a genuine, 
dynamic force for development 
Uppsala. Sweden WIN HTEIN 








Luzon rice harvest: doomed by a dam 
L mm) 
In Support for a strongman [REVIEW, 
Oct. 29] chief correspondent Rodney 
Tasker highlights the increasing foreign 
debt built up by President Ferdinand Mar- 
cos’ administration in the Philippines, to 
the current figure of US$16 billion. The 
article further emphasises the heavy de- 
pendence of the Philippine economy on 
funding from the World Bank, and the ex- 
tensive network of American multina- 
tional interests which have a considerable 
stake in the country’s development. Al- 
though the article makes reference to the 
prominent role of technocrats in the gov- 
ernment since the lifting of martial law, it 
neglects to mention some of the spin-offs 
of such a technocratic autocracy. One of 
the most alarming side-effects of the 
technocratic revolution has been the deci- 
sion by the state-owned National Power 
Corp. (NPC) to push ahead with the Chico 
River Basin Development Project 
(CRBDP). following a feasibility study 
which includes plans for the construction 
of four major dams in northern Luzon 
The CRBDP scheme will have a drastic 
effect on the traditional landscape, involy 
ing a total area of 1,400 sq. kms., bringing 
major disruption and dislocation to the 
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You'll long be in love with the one 
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: 8 
from the i imposition of fines to cancella- 


tion of licences, 
He was told on record that if the hotel 


| were found: guilty of negligence, a fine | 


might be imposed. A fine is not a retribu- 


er | tive remedy, but only a disciplinary ac- 


` philosophy of 


. what the cost t 


5 to get th 


е spec | 
Services, has in fact 


cases very quickly. But 
was only interested 


теа that “they eat 


tions alive in there? 
me and money “leak- 
-In sum, it all 
cedure” fol- 


tion. This being the case, the fine is pay- i 
„able to the 'governmentagencyconcerned, | | — 


d not to the private complainant. This 


Чоо elementary to be the subject of a quar- 
el: But then again, since the hotel was not. | | - 
und negligent, no fine was imposed and |] 
j no окут» paid to the ministry to“ ‘рос- 


s may be worth stressing that in pro- 
ceedings before the bureau, lawyers are. 


not indispensable: In fact, many cases 


| have been settled without their interven-- 
tion. That the hearing officer may have | 
;| advised Schwab to get a lawyer to prose- 


cute his case was perhaps due to the fact 


-that the other party was represented by 


counsel and it was in his best interests to 
have one himself. 

It might also be appropriate to state 
here . that. whatever grievance Schwab 
might. have, . this should. not be 
generalised, for records show this was an 
isolated case in which a tourist had no idea 


-| Where the actual theft occurred; and who 
ing could be 


did it and just because the "disappearance 
occurred while he was in the hotel pre- 


mises" (he was not a registered guest of 


the hotel), he claimed that the hotel 


| should answer for it. 


IRINEO T. AGUIRRE, Jr 
Director 
Bureau of Tourism Services 


Manila Ministry of Tourism 


Tuming the tables - 


| The table you published relating Trafalgar. 


Housing’ s total borrowings to sharehold- 


: ers’ funds and capital employed [REVIEW, 


ementary democratic principles. as due 
Ocess. But; apart from this, r 


Noy. 5] is more than a year out of date. In 


the year ended March 31, 1982, Trafalgar 
Housing's shareholders' funds more than 


| doubled, rising from HK$378.9 (US$56.8) | 


illion to HK$819.1 million (the result 
principally of a preference share issue). In 


e same period, total borrowings in- | 
creased from HK$507.6 million, to: 


HK$546.1 million. 
— Therefore, to restate the ratios (us i 
ame accounting methods you used 
gar Housing's total debt related 


arch 31. 1982, was 66.6% 


capital employed was 
state of affairs. The posi- 


y 3 tion has not x changed appreciably to date. 


; Hongkong 


ROGER MEDCALF 
Public Relations Consultant 


Trafalgar Housing | 


< Manggi Habir (333698) 


Kuala 7K. Das, Jeffrey Segal (200972) 


t Sheilah Ocampo, 
` Guy Sacerdoti 1572081) 
~ Peking: David Bonavia (668547 ext 533) 
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It makes sense to start there 
tterdam isn’ тошу the world’s 
largest port —it'salsothecenterof | 
; anunrivalled network of waterways, 
express hig sand railroads, serving ; 
r industrial areas and 160 million 
— the 


The pfogřessi ve loal authority and private 

enterprise are united in an unprecedented . 

co-operation in order to avoid obstacles, - 

bottlenecks and expensive delays. So Rotterdam 
| really moves goods, smooth: and quick. 


And it also makes sense to stay. 
here. Rotterdam isa trading 
city, with 500 years experience. 
There'sa sophisticated | 

with efficient transport systems - Е ` City of Rotterdam 


ce-space, warehouses, factories 


Tomus accustome ointernation 
companies that joue can de all your bu 
English ify you wish. 


V Rotterdam. Tt's still happen: 

you’re welcome, whether you те a multin tional: 
огаопе-тап бапа. 

If you know. your business weil make: il asy tö 

start — and hard to leave. ; 


Information on Rotterdam, port and city, is 
-available in a comprehensive facilities s package 


For further information please contact: 
Port of Rotterdam 
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Europoint B, Galvanistraat 15 — 
3029 AD Rotterdam 5 
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December 3, 1982 _ 


The battle is over — but the war may not have been 
won. After a crushing victory in the primary ballot, 
Yasuhiro Nakasone has become росы shogun of 
Japan as president of the Liberal Democratic Party 
and prime minister. But, though he is likely to make 
his mark with other world leaders, he is less than 

ular with the Japanese people, and his choice of 
cabinet members shows that he is still heavily under 
the influence of the long-time political puppeteer 
Kakuei Tanaka. So, even though this may well be 
Tanaka's final political fling, the есйп 
(The within the ruling party is likely to go on (pages 22-26). a 
Meanwhile Focus examines the society that Nakasone now runs — one on the verge of making the leap 
into the -industrial age (pages 45-92). 
Cover: Computer image of a Foreign Press Centre, Japan, photograph. 





39 


Page 12 
Britain's claim to run полога 
is made on moral rather than poli- 
tical or economic grounds. 


Pagei2  .. 
China's new constitution is once 


again a philosophical statement 
backing up the ruling group. 


Page 
India wins the battle to get fuel for 
its Tarapur nuclear plant. 


Page 42 

A pact between Libya and North 
Korea could have military impli- 
cations for Asia. 


North Korea's claims of self-re- 
liance are shot down by Moscow, 
and Western lenders find prob- 
lems in obtaining interest pay- 
ments from Pyongyang. 


Page 99 
The bursting of Hongkong's 





property bubble throws into con- 
fusion projected funding for the 
"underground railway's Island 
Line. 


Page 100 

ECONOMIC MONITOR, first in a new 
series of reports on principal 
Asian economies, looks at Japan. 


Pages 43-44 

The Philippines is set to crack 
down on 'bad eggs' in the armed 
forces. Meanwhile, an opposition 
group pushes a plan for national 
reconciliation. 


Pages 93-95 
Protests force Thailand to cancel 
rises in bus fares and utility 


Page 14 
Anunlikely courtship between Ma- 
' laysia and Romania is blossoming. 


eus 


<== = 


Page 21 

Sri Lanka’s divided opposition is 
united to fight a referendum on 
extending parliament's term. 


aw 


prices urged by the World Bank S3 
Page 37 as part of credit-linked reforms, | Page 109 2 
Washington observers believe | while a substantial loan obtained | Malaysia sets tough terms for a Ў 


from the IMF indicates that 
Bangkok’s credit rating is good. 
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there is now a real chance of 


French oil company's return to 
Sino-Soviet detente. 


prospect in its waters. 
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- E: suspected that Singapore 








GION, Al 


E iom Phnom Penh 


Vietnamese- 
government X has 
[тошу condemned Singapore 
for allegedly supplying arms to 
the Khmer People's National 
BUT iberation Front. (KPNLF) 
and called for the shipments to 
halt. 
Diplomats in Bangkok have 


as been delivering supplies of 
small arms and ammunition to 


- the KPNLF, which has an esti- 


mated 9,000 guerillas, though 


_ Singaporean officials deny this. 
| The front is part of the Demo- 


cratic Kampuchea coalition to- 


| gether with the Khmer Rouge 
m and the Sihanoukists. 


The Phnom Penh statement 


Ё is the first by any government 
- in Indochina accusing ап 
` Asean country, other than 
` Thailand, of giving military as- 
- sistance to the Khmer re- 


sistance. Analysts in Bangkok 
believe that the directing of the 


- statement at the KPNLF — in- 


stead of the militarily more 
powerful Khmer Rouge — in- 


` dicates that Vietnam is con- 
` cerned about the Khmer coali- 


tion, despite its official view 
that it is a farce. 
— RODNEY TASKER 


` The UN votes for a Soviet 
` The United Nations General 
— Assembly voted on November 


` 29 for the fourth time in three 
_ years for a resolution demand- 


ing that Soviet troops be with- 


. drawn from Afghanistan. Vot- 
; ing was 114 in favour and 21 


ainst, with 13 abstentions. 
affirmative votes slipped 

by two from last year, but so 
did the number of votes against 
the troop withdrawal. There 
was one more abstention this 
year than last.— TED MORELLO 


M — South Korean President Chun 


Doo Hwan has discreetly 


` named a retired major-gen- 


eral, Pak Se Jik, as one of two 
deputy directors of the agency 


.— for National Security Planning, 


sources said. The appointment 
raised a few eyebrows as Pak 


_ was taken off the active list fol- 


lowing charges of influence- 
peddling in mid-1981. Since 
then, he has been a vice-presi- 


.10 NES 


dent of the state-rur electricity 
corporation. Observers said 
that his political rehabilitation 
presages a wider reshuffle ex- 
pected to affect several key 
positions in the cabinet and 
military establishment. 

Sources said that Chun may 
replace Finance Minister Kang 
Kyong Shik and Deputy Prime 
Minister Kim Joon Sung, mak- 
ing them take responsibility for 
the watering down of legisla- 
tion secking to enforce the use 
of real names in financial trans- 
actions (REVIEW, Nov. 12). 

— SHIM JAE HOON 


Hartling is challenged 
for his UNHCR post . 
A three-way struggle with 
overtones of Afro-Asian 
rivalry has developed over the 
selection of a new United Na- 
tions high commissioner for re- 
fugees. Before the general as- 
sembly ends this month, it will 
have to endorse a nominee 
selected by UN Secretary-Gen- 
eral Javier Perez de Cuellar. 
Incumbent high commissioner 
Poul Hartling's five-year term 
ends on December 31 and it 
had been assumed that he 
would be renominated. 

But the Sudanese delegate to. 





Hartling: three-way fight. 


the assembly committee which 
deals with refugee issues has 
announced the candidacy of 
Dafalla Yousif Medani, presi- 


dent of Sudan's Supreme 
Council for Religious Affairs. 
‘The move reflected African 
complaints that a dispropor- 
tionate amount of attention has 
been given to Asian refugees. 
The election was further 
complicated when the Nether- 
lands announced it had asked 
the secretary-general to nomi- 
nate its former foreign minis- 
ter, Max van der Stoel, as high 
commissioner. 
— TED MORELLO 





BUSINESS 
Herbal medicine 
Hr id in d id 


With the scare resulting from 
the sale of poisoned Tylenol 
pain-killers in. the United 
States providing a marketing 
background, the use of local 
medicinal plants is being pro- 
moted by the Philippine Gov- 
ernment. The sales pitch in 
radio broadcasts and news- 
paper articles is that such 
plants are cheaper yet just as 
effective as products of the 
drug and pharmaceutical mul- 
tinationals — and less risky — 
and that China and India have 
shown the way towards less de- 
pendence on industrialised 
countries in this regard. 

+ LEO GONZAGA 


Routine spending stays 

the same in Indonesia 
In a parliamentary discussion 
on the draft budget for the next 
fiscal year ending March 31, 
1984, Indonesian Finance 
Minister Ali Wardhana said 
that routine government ex- 
penditure will not exceed that 
of the current budget, which is 
at Rps 7 trillion (US$10.30 bil- 
lion). The government will 
continue efforts to maximise 
revenue from taxes while 
spending will be made accord- 
ing to strict priorities and will 

emphasise development. 

Earlier, the minister said In- 
donesia should be more willing 
по! to subsidise oil prices as in 
1966 when the economy was in 
worse condition. He added 
that oil subsidies for the cur- 
rent fiscal year ending March 
31, 1983 are expected to exceed 
budget estimates of Rps 924 
billion. — МАМСОІ HABIR 


Britain to decide soon 
on the ‘lost command’ 


Britain's Minister for Overseas 
Development, Neil Marten, 
told a meeting in London on 
November 29 he would decide 
within a short time whether to 
approve a controversial loan 
from the government-backed 
Commonwealth Development 
"Corp. (CDC) for a plantations 
project in the Philippines. Mar- 
ten called MPs and representa- 
tives of the CDC and human- 
‘rights groups to the meeting 
following protests about the 
presence in the project area of 
members of a “lost command” 
of army irregulars (REVIEW, 


ogy. Under 






Nov. 19). Malaysian-owned 
Guthrie Corp», which operates 
the oil-palm project in a joint 
venture with the Philippines' 
National Development Co. 
employs the command as a se- 
curity forceat thesitein Agusan 

del Sur, eastern Mindanao. 
CDC officials repeated as- 
surances that the lost command 
would be replaced initially by a 

detachment from the Phili 
pines Constabulary and within 
six months by a special force 
made up of local villagers now 
being trained by a retired gen- 
eral. The CDC's board is be- 
lieved to have broadly ap- 
proved the loan on November 
18, but left the final decision to 
the minister; Opposition has 
come from the Catholic Insti- 
tute for. International Rela- 
tions, Amnesty International, 
the British, Council of 
Churches and the Anti-Slavery 
Society, which all participated 
in the discussions with Marten. 
© JEFFREY SE@AL 


IM Mt = onda 
firm 


IBM ТАМ depen t ‘td is to establish a 
joint leasing-company called 
Computer System Lease with 
Orient Leasing, Japan's 
biggest leasing company, and 
Morgan Guaranty Interna- 
tional Finance’ Corp. 
(MGIFC), a United States in- 
vestment company. The new 

will Operations in 
January 1983, capitalised at ¥3 
billion (US$11.7 million), with 
IBM Japan. owning 36%, 
Orient Leasing: 35% апа 
MGIFC 29^5; It will be the first 
leasing firm specifically for 
larger IBM computers. 


r- KAZUMI MIYAZAWA 
Mitsubishi tools up 
a big US firm 


Mitsubishi Hcavy Industries of 
Japan has signed an agreement 
to provide Acme-Cleveland 
Corp. of the United States with 
its machining-centre technol- 
the contract, 
Acme-Cleveland will Бе 
licensed for 10 years to make 
all models of Mitsubishi's 
machine-tool centres. Both 
companies said they view the 
tie-up as one way to help re- 
duce trade friction between 
their countries. The US Gov- 
ernment and several American 
machine-tool firms have criti- 
cised Japanese machine-tool 
makers over soaring exports to 
the US. —МІКЕТНАВР 
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hich resulted 
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‚ President _ 


same iind despite - 
eT from Imee's parents. 
lanotoc had obtained a divorce 


from his first wife i bin the Dominican 


y ` 
surrounding the 


negotiations... 


—— between Britain 
< and China over 


the future of 


di анн on which Prime Minister 


Margaret Thatcher is insisting, is not 
only forfeiting London the support 


of other friendly nations whic 


t be prepared to lobby Peking 

behalf of their own interests in - 
Hongkong s future but is incurring 
resentment. As only a handful of — 
British officials in London, 
Hongkong and Peking have any 


a knowledge of the negotiations: 


pe 
omb blasts in a building. 


the ruling party 

(Nov. 25). An AF- 

s and 150 people were briefly 

lin Frankfurt when the pilot declared. 

to stay in West Germany. The 
jeneral ا‎ 





Y started. an official visit. Sikh leader Har- 


chand Singh Longowal ruled out further 


| talks with the government (Nov. 27). Egyp- 


resident Hosni Mubarak started an offi- 


f cial visit (Nov. 30). 


JAPAN 

Yasuhiro Nakasone won election’ to the 
presidency of the ruling Liberal Democratic 
Party, thus becoming prime minister (Nov. 


20 Nakasone formed а new cabinet (Nov. 


omzanian Presi 
sd for an оар 


of the opposition Pakistan. 
15 was pst gader house arrest, 





Warfare school in J 
Singapore has wante 
officers to Pula 


Mohamad and his Singay 


counterpart Lee Kuan ` 


sence to protest against military pers cuti 
press reports s said (Nov. 28). 
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has the n to chan 


-kong way of life abruptly i int 
different matter if the people of. 


g tell us they want the Br 
А Convincing the Ch 
honourable intentions 1 


з | long time. Meanwhile, a Britis 


tion of its intent to stay when China re- 


-| mains suspicious of its motives could un- 


Чопо administr 
n.Britain's ) 


; keen to: Prime. 


hatcher's word to 


2 * asked à prominent local 
à Малу regard Thatcher's ex- 
pression. of moral. commitment to. the 
of Hongkong as ап. inadequate 
nter. ‘o: China's current: campaign to 
s and minds of local indus- 

and the managerial class. 
ing is trying to convince such 
то constitute the anchor of in- 


e, that Hongkong can. 


Uregams sovereignty. А. 


ading industrialists and offi- 


T, are convinced that the pre- | 


h adminatiatien: 
munist regime 


inistering cad 
ever, such a Scene 


leash a wave of hostile statements from 
Peking and precipitate a collapse of confi- 
dence: 

Ап even bigger obstacle is the dilemma 
ofthe Hongkong people: for them to state 
unequivocally: that they want Hongkong 
to-remain under British administration 
would not only constitute a severe. blow to 
China's national. pride, but would Бега 
vote for colonialism.— something even 


the most pragmatic would be loath to en= 


dorse. publicly. Besides, the possibility 


that Peking would not agree to British ad- 





| ministration after 1997 is very теа 
~ those who have nowhere to: 
* be expected to risk victimi: 
бу siding with the British no 


That Britain and the Hongk nj 


istration are fast losing Ой 


campaign for heart 
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turned from an 
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is in charge of 


‘Peking, had assure 


would be allowed | 
gum and continus to D r unm 
Nov. 26). 


ministrative region to b governed by loc be 
Chinese. The lead the delegation, 
Hwang Jen, told reporters that afte? his 
discussions. in’ Chin felt relieved 
eters and that he 


China is i getting. its fourth constitution, designed, like: its 
predecessors, to express the current ruling group’ 's Hitlósophy 


By David Bonavia - 


Peking: In àn orchestrated fanfare. of 
mass approval, China’s National People’s 


Congress (NPC) will soon adopt the new 
state constitution, the country’s fourth: 
politi 


since 1949. Army commanders, 
cians; minority representatives and work 
ers have filled the: ‘newspaper cotum 


‘with their approving comments on ‘the 
draft of the basic law. : 


Among its main features is (the f 
tion of the Chinese state as ap ple’ 


трап 1$ that a 
orship exercises power 


no longer split; as in the eyes ot 


x Zedong, by class Шиш 


т | pointment to responsible 


ongkong after 1997. 
said, "think we: 


(d tion. though there is not alway 


date Tris further maint 


fini- 1 





the draft that no pe 
can be considered ab 
constitution. б: 
The Chinese people have heard pro- 
mises like this before’— notably in the 


“Organisation 
> the ‘law ang the 


-1954 and the 1978 constitutions, which 
were of a rightist’ tenor)’ emphasising 


unity, discipline anda fair deal for all. The 
54 draft-was swept aside 12 ycars later - 
the Cultural Revoluti nother con- 
tution was drawn up omulgation 
1969, but never matéríalised. = 
he second constitution; pa 
was heavily affected by 








Fei Yiming, the publisher of Hong- 
kong's pro-Peking daily Ta Kung Pao and 
a member of the standing committee of 
the Chinese National People's Congress, 
also made a reassuring statement on 
November 25. In an interview in Peking 
with the domestic China News Service, 
Fei said: “Concretely speaking, the 
monetary system, the legal principles, the 
capitalist pattern of business manage- 
ment, the way in which capitalists become 
rich, the lifestyle and all privileges avail- 
able at present [in Hongkong] will re- 
main unchanged. What is the cause for 
alarm?" 

Asked if the Chinese could rule Hong- 
kong well, Fei responded: "Did some 
people not say that the Chinese could not 
rule Shanghai well? Facts have shown that 
the Chinese are completely capable of rul- 
ing Shanghai well. Since they can rule 
Shanghai well, they can also rule Hong- 
kong well.” 

However, Hwang also reported a clear 
threat by Liao — that “if the government 
and industrialists do not help the ailing 
economy and if it continues to deteriorate, 
China will recover Hongkong at any time 
[that is, not wait until 1997]." This may be 
the Chinese official's way of trying to con- 
vince investors that Peking wants Hong- 
kong to stay stable and prosperous. How- 
ever, few doubt that Hongkong's chances 





holding action empowering the then vice- 
chairman Deng Xiaoping's group to con- 
tinue working to oust Left-leaning polit- 
buro members, including the then chair- 
man and premier Hua Guofeng, allegedly 
Mao's chosen successor. 

Thus the constjtution's role since 1954 
has not been to set up a stable system of 
government and civil rights, but rather to 
express the philosophy of the ruling group 
of the day. Whether the new constitution 
will prove as ephemeral as the others, only 
time will tell. While making the usual 
ritual bows to such ideas as “the masses of 
the people are the masters of the state,” 
the propaganda build-up to the new con- 
stitution bas described the Deng group's 
vision of a China ruled by relatively broad- 
minded, pratica and responsible offi- 
cials. 

How this vision can become reality is 
hard to see.if more effective safeguards for 
civil rights are not laid down. China may 
not want bipartisan politics and the right 
of habeas corpus, but the fake plurality 
represented. бу tiny remnants of former 
democratic parties, and the Gang of Four 
trial at which not a single defence witness 
was called, do not suggest апу real loosen- 

: ing of the party's grip. 

The current fifth. session of the fifth 
NPC is expected.to ratify and promulgate 
the new constitution, as well as endorsing 
the sixth five-year plan, already pre- 
sented by Premier Zhao Ziyang, and set- 
ting up a new state military council. Peng 
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Tope see. £e 
Fei: what's the problem? 


of keeping its:capitalistic lifestyle depend 
on its continued usefulness to China. 
Analysts are divided as to whether Pe- 
king is, as it maintains, set on turning 
Hongkong into a special administrative 
region in 1997. Many feel that the state- 
ments from Peking so far comprise little 
more than rhetoric. But local businessmen 
who have met with unofficial Peking re- 
presentatives in Hongkong — Xinhua 
newsagency officials — told the REVIEW: 
“We asked them why, if Peking had made 


Ye with supporters: gerontocracy rules. 


Zhen, China’s top authority on legal and 
constitutional affairs, told the congress 
that the new constitution would 
strengthen the system of people's congres- 
ses built up over the past year or two, and 


restore the post of chairman (president) of 


the state. 

The last head of state was the late Liu 
Shaoqi. who was disgraced in 1967. The 
nearest equivalent now is the chairman of 
the standing committee of the NPC, a post 
held by 85-year-old Ye Jianying. Ye ar- 
rived to chair the congress supported by 
two nurses, who carefully lowered him 
into his seat on the rostrum facing more 
than 3,000 delegates, then lifted him up 
again when the band played the national 


' after 1997, some sources maintain, a 


general staff and head of the more than — - 















up its mind about what to do about Honi | 
kong, Sino-British negotiations were = 
being held at all. The official said that 
China recognised the role the British had —— 
played in building Hongkong up to what it | 
is now. The objective of the talks was 
therefore to draw up a suitably ceremoni- 
ous departure | for the governor. And. he 
wasn't joking.” 


The delegation or: me mone ists led by — 
ie oes ps a 49 


of being accepted etes. ] 

source familiar with the delegation'stalks. _ 
If Peking really does not want: 

kong industrialists to desert the territory 


British agreement would be needed 
would, while ceding sovereignty to China, _ 
keep a London-appointed governor with — 
local civil servants to run the administra- — 

tion. In that case the governor's authority — 

on Hongkong's internal affairs would Б d 
have to be absolute in order to maintain - 
local and foreign business confidence. The — 
problem facing the British Government — 
and the Hongkong people is how to con- — 
vince Peking that such a solution would be ~ 
in the long-term interests of China. uc de 


anthem (the words of which are being —— 
changed to make it less military). | 
One nurse had to prompt Ye, and show 
him which lines to read on the paper in — 
front of him. Indeed the whole session was — 
remarkable for the large number of nurses — | 
and attendants propping up elderly mem- 
bers of the presidium — which sits ill with 
the proclaimed policy of retiring senile 
cadres. 4 
Peng said that.a state military council 
would be set up to exercise control over — — 
the People's Liberation Army (PLA), tak- 
ing over the functions of the party's Mili- — — 
tary Commission. Yang Dezhi, chief of — 


400-strong military delegation, praised - 
the new constitution, calling it "the best - 
we have had since 1949." 

Qin Jiwei, commander of the Pekin * 
military region, said that earlier constitu- — 
tions lacked provisions for state control of 
the armed forces, “giving rise to the mis- — — 
understanding that the PLA is an army of 
the communist party and not of the state.” — 
The party will, however, retain control | 
over the ideological and political correct- 
ness of PLA officers and men through its 
powerful general political department. 7 
Peng — one of the first victims of the - 
anarchist Cultural Revolution — stressed - 
that civil rights depend on implementation 
of the rights of the people as a whole. 


restrictions have never existed in the 
world,” he said. 4. 


13 "n 
i 
= == 





President Ceausescu calls for a Vietnamese 
Cambodia as Malaysia rolls out a red carpet 


s è B By K. Das 
| Kuala Lumpur: The first communist head 
| T of state to visit Malaysia, President 
- Nicolae Ceausescu of Romania, was given 
| — what Western diplomats here regard as an 
сараа ant reception which ended with 
conferment of the highest royal award 
NU. ^ оне to a visitor. Considering the 
. country’s traditional — anti-communist 
| Stance — and the recent resurgence of 
= militant activity by Communist Party of 
| Malaya guerillas — the warmth of the re- 
ception was extraordinary. Ceausescu 
. himself responded with considerable elan 
.. and laid a wreath at the national monu- 
— ment to those who had died fighting the 
©; communists in the Malaysian jungles. 
` — Gestures apart, Ceausescu’s visit was 
алва by undertakings of substance. 
Three agreements were signed, on invest- 
ment guarantees, avoidance of double 
- taxation and on air services. But it was an 
_ unscheduled and quite unexpected move 
that Malaysian leaders are likely to re- 
member for a long time. 
At a royal banquet in his honour, 
- Ceausescu suddenly laid aside his pre- 
pared speech and told the gathering that 
all foreign troops must leave Cambodia at 
once and without any reservations. While 
— Afghanistan and Cambodia were under- 
к to have been the subject of serious 
.. discussion earlier in official talks, the open 
1 tion, according to diplomats pre- 
sent at the banquet, came as something of 
` ashock. A Western diplomat said that the 
| Vietnamese ambassador — who had pre- 
A viously served in Bucharest and speaks 
— Romanian — froze. 
.... Ceausescu, the maverick among War- 
. saw Pact leaders, had made a similar re- 
mark about Soviet troops in Afghanistan 
_ during a brief stopover in Karachi on his 
— way to Jakarta to begin his week-long 
— Southeast Asian tour. To Soviet bloc dip- 
lomats therefore, the remarks about Cam- 
bodia should not have come as a surprise. 
Also, Romania had voted for the first time 
_ this year in favour of the anti-Hanoi 
_ Democratic Kampuchea coalition retain- 
ing its United Nations seat. 
- — Talks between the Romanian president 
and Prime Minister Datuk Seri Mahathir 
Mohamad, including one private session, 
| аге said to have been lengthy and frank. 
| Among agreements reached, apart from 
the formally publicised ones, was an 
e ` . understanding to increase trade to what 
| . ene observer described as unimaginable 
levels — to M$500 million (US$212 mil- 
lion) a year over the next five years. Cur- 
rent two-way trade is a mere M$75 mil- 
lion. Romanian trade officials are ex- 
pected to visit shortly to identify projects 
and products which Malaysia could use- 
fully consider. 
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That the trade-promotion projects were 
not to be delayed was emphasised by a de- 
cision to cancel imminent transfers of 
senior Romanian officials from the em- 
bassy here. Romania, which buys mainly 
rubber and rubber-based goods from 
Malaysia and sells fertiliser to it, is also the 
first communist country to start a joint- 
venture project with Malaysia. The ven- 
ture is a partnership with Tatab Industries 
(in turn a joint venture of Tab Holdings 
Malaysia and Tata of India), which pro- 
duces heavy-duty commercial vehicles. 

Behind the larger political gestures and 
specific trade moves, the REVIEW under- 





stands that an unusual political develop- 
ment had been taking place to get the two 
countries closer together. While Malay- 
sian officials were quick to deny any such 
moves, the REVIEW learned that Romania 
began making overtures more than four 


years ago to form a'friendship association’ 


between the Romanian Communist Party 
and the key party in Malaysia's ruling Na- 
tional.Front — the United Malays Na- 
tional Organisation (Umno). 

While the government of former prime 
minister Tun Hussein Onn was embarrass- 
ed by the request, because Umno's Is- 
io credentials could be sullied by links 
with an atheist organisation, the rebuff 
came slowly and gently two years ago. The 
then deputy foreign minister, Datuk 
Mokhtar Hashim, had to convey Umno's 
regrets to the Romanians. 

While it would take extraordinary cour- 
age for a Malaysian prime minister to 


| forge more than formal links with a com- 


munist government, there are arguments 
that must be difficult to resist from 
Asean's point of view. One of Asean's 


major preoccupations is the Chinese 
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ning ofa Hes style of dipl with com- 
munist с with the Chinese hav- 
ing the odd option of choosing een a 
ruling party and the rebels in the jungle. 

Neither Romanian nor Malaysian offi- 
cials would comment on whether discus- 
sions on this subject took place between 
Ceausescu and Mahathir. But it is reliably 
learned that some kind of upgrading of re- 
lations between the two countries will take 
place within a year. Meanwhile, Romania 
is preparing to set up an Asean depart- 
ment in its Foreign Ministry. 

According to officials here, Malaysia 
will now be making new efforts to get 
Romania admitted Чо. the non-aligned 
group. a move it began more than five 
years ago. om; 

The special efforts made by the Malay- 
sians to treat Ceausescu as a very 
guest are seen as an elaborate message to 
the communist world: ties with the com- 
munists can be very cordial if the relation- 
ship is equal and without strings attached. 
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» Manggi Habir writes from Jakarta: 


Since the abortive coup attempt in 1965, 


Indonesia has been extremely cautious in 
its relations with the socialist countries. 
Therefore, the three-day visite of 
Ceausescu to Indonesía was a rather rare 
one. But Romania's position on interna- 
tional issues has often been different (rom 
that of other East European nations. It 
has been more supportive of Asean's posi- 
tion on Cambodia and has abstained in the 
East Timor voting in the UN. 

Given the recession in Western indus- 
trialised countries, which are Indonesia's 
traditional export markets; Jakarta feels 
the need to look for new markets. In this 


. regard and at the same time to live up to its 


non-aligned image, Jakarta appears to be 
trying cautiously to improve trade rela- 
tions with socialist countries. This effort 
was reflected in a joint communique 
which expressed the desire to strengthen 
and expand relations between the two 
countries for their mutual benefit, particu- 
larly in the economic field. : : 

One of the hurdles.to tmproved bilat- 
eral trade was overcome when Romania 
was exempted from a:regulation which 
stipulates that trade with East European 
countries could be done only through an 
Indonesian Government-approved trad- 
ing company. This came about after 
Economic Coordinating Minister Widjojo 
Nitisastro visited Romania in November 
last year, reportedly to study how counter- 
trade was implemented there. 

Ceausescu's visit also resulted in the es- 
tablishment of a joint commission on 
economic and technical.cooperation and 
the signing of a five-year agreement on 
technical, economic and scientific coope- 
ration in the field of, mining, machine - 
tools, power, building materials, trans- 
portation, agriculture and forestry. Both Во 
countries also agreed to finalise discus- 
sions on the avoidance of double deat 


and on investment guarantees. 

















As one of Britain's largest exporters, 


BL needs the services of an 
international bank and Grindlays meets 
this need around the world. We provide 


financial services for the company in the 
United Kingdom, local banking services 


in central Africa and in India we are one 
of the leading bankers to BL's 
subsidiary, Ashok Leyland. 


In London the Corporate Banking 


Department and Export Finance 
Department co-ordinate the efforts of 
our offices and specialist departments 
in many countries around the world. 

Successful examples of this teamwork 
include the financing of BL exports of 
buses and Land Rovers to Hong Kong, 
Malaysia and elsewhere in the Far East 
and the provision of advance payment 
and performance bonding cover. 


A further example of international 
2 finance from Grindlays- BL banks on 
Z Grindlays- why don't you? 
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HONG KONG 


In an extraordinary city 
Mandarin International offers 
a great hotel. 





For reservations at The Mandarin. Hong Kong please call 
of HRI. The Leading Hotels of the World. your travel : 
Hong Kong 5-220111. telex HX73653, or any other Mar 
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Hong Kong: The Mandarin, The Excelsior, The Royal Garden 
Bangkok: The Oriental, The Royal Orchid. Manila: The Mandarin 
Jakarta: The Mandarin. Vancouver: The Mandarin (1983) 
Macau: The Excelsior (1984). Singapore: The Oriental (1985) 
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WWF ‘Kojo Tanaka B 


he 
Giant Panda 
needs your help. 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then dic off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo 


But that's just one of the problems facing the 
Panda 


То ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount а major Panda Conservation 
Programme. This includes construction of а 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province 

А team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu 


'The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 
Please send contributions to the WW F 
National Organisation in your country or direct ti 
WWF International, 1196 Gland, 
Switzerland. 
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How Exxon Chemical stretches to meet your everyday needs 


А common, everyday plastic bag. 

But consider where we'd be without it: 
picking up groceries when the paper bag 
breaks, scooping up garbage when the bin 
topples over. 

Bags are but one of plastics' more 
visible applications. Today, plastics are 
used to meet a myriad of basic human 
needs, substituting metals, glass, wood 
and paper. They have entered our homes 
in an endless list of appliances. Indeed, 
plastics have entered our lives, literally: 
they are used to perform miracles of 
modern medicine in the form of joint 
implants and tubes replacing damaged 
blood vessels. 

In many parts of the Asia Pacific, 
there is strong potential for future growth 
of plastics uses due to the current compar- 
atively low consumption. In this region 


excluding Japan and Australia, the per 
capita consumption last year of ethylene, 
a key raw material for plastics, was 1.5 
kilos, compared to 37 kilos in the United 
States and 26 kilos in Western Europe. 

According to our forecast, demand 
for plastics in the ASEAN countries alone, 
will increase by up to seven percent per 
annum, compared to three percent in 
developed countries, during the next few 
years. 

o better serve this region, Exxon 
Chemical is bringing а new generation 
plastic Linear Low Density Poly- 
ethylene. It is stronger, more resilient and 
resistant to heat and stress. Moreover, its 
production requires less raw materials and 
less energy. That helps the manufacturer 
improve quality without adding to cost 

Throughout the Asia Pacific, the 


products and technology of Exxon 
Chemical can be seen at work, aiding 
local industry in many ways. We play à 
leadership role in Paramins additives to 
improve the performance of lubricants, 
fertilizers to boost farm production, 
synthetic rubber for tyres and tubes 
Solvents for the textile, edible oil extraction 
and paint industries. Resins for the 
rubber and adhesive industry. Performance 
Chemicals to aid oil production and 
refining. Plasticizers and intermediates 

to serve the vinyl plastics market and 
many other diverse purposes. And olefins 
and aromatics, the basic building blocks 
of the chemical industry 


EXXON CHEMICAL ASIA PACIFIC 


We care enough to serve 
only Russian vodka 
with your Russian caviar. 
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In First Class, Lufthansa serves only genuine Russian vodka with Russian caviar, nothing else 
would do. A detail, yes. But doesn't it tell you something about the way we do things? 
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Sri Lanka’s diverse opposition parties all agree 
to oppose Jayewardene's plan to extend parliament 


By Manik de Silva 

Colombo: The run-up to Sri Lanka's De- 
cember 22 referendum has begun. It will 
decide whether President Junius Jayewar- 
dene can hold on to the sitting parliament, 
in which his ruling United National Party 
(UNP) holds an overwhelming majority, 
for six years from August 1983. AII op- 
position parties and groupings, despite 
their differences, are strongly opposed to 
the UNP's bid to consolidate quickly its 
presidéntial election victory of October 
20, and are jointly and separately cam- 
paigning to persuade the 8.1 million regis- 
tered voters to say "no." 

The UNP, with the election victory 
under its belt and the opposition de- 
moralised, is confident that it can pull off a 
referendum victory. It needs just a third of 
the votes on the register — that is, 2.7 mil- 
lion — plus a simple majority over the op- 
position to win the six-year extension of 
parftament. In the unlikely event that the 
UNP loses, parliament must be dissolved 
by August 1983 and a general election 
must follow. 

The outlook for former prime minister 
Sirimavo Bandaranaike's campaign to 
ров the extension of parliament looks 

leak. She hopes many people who gave 
Jayewardene an unprecedented 52.9% of 
the votes cast in October will question the 
morality of the government maintaining 
its large stake in parliament with a simple 
majority in a referendum, but many fac- 
tors are working against her. Most impor- 
tant among these is that few grassroots po- 
litical activists, who enthusiastically 
backed the Sri Lanka Freedom Party 
(SLFP) candidate, Hector Kobbekaduwa, 
in the presidential race, have the morale 
to take on what many of them believe is a 
lost cause. 

SLFP supporters and other parties 
which aligned themselves with the SLFP 
in the presidential election were con- 
vinced they were backing a winner and are 
still stunned by the election results, With 
the expected patronage lost with the elec- 
tion, there have been many post-election 
desertions from the SLFP's ranks. In a 
country where the government-controlled 
press, radio and TV dominate the media, 
the opposition has few vehicles to pro- 
mote its cause. The most effective, the 
communist daily newspaper Aththa, has 
been closed under emergency regulations 
on the ground that it was likely to be used 
in ways contrary to the interests of na- 
tional security. 

The government is also keeping up 
pressure on its opponents with a strident 
campaign claiming that a group of anarch- 
ists, who backed Kobbekaduwa’s election 
campaign, control the SLFP. The govern- 
ment says it would be dangerous to permit 
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these elements to enter parliament, which 
they could do under the current propor- 
tional representation system introduced 
by the UNP's 1978 constitution. Some 
SLFP officials, including party secretary 
Ratnasiri Wickramanayake and assistant 
secretary Vijaya Kumaranatunge — who 
is married to Mrs Bandaranaike's daught- 
er, Chandrika — have been detained 
under emergency regulations for their al- 
leged involvement in what Jayewardene 
has described as a coup. Wickramanayake 
has been conditionally released, but 
Kumaranatunge is still detained. 

Mrs Bandaranaike and her leftist allies 
in the referendum campaign face another 
disadvantage. The UNP has been quick to 
point out that Mrs Bandaranaike's united- 


v 


Mrs Bandaranaike: against the odds. — "^"^ 


front government extended the five-year 
term of the 1970 parliament by two years 
by using its two-thirds majority. The 
UNP, on the other hand, is seeking an ex- 
tension for six years, but with a much big- 
ger parliamentary majority and with the 
expected consent of the people. 


he opposition contends that it is unde- 
mocratic to have a referendum during 
a state of emergency, which gives the gov- 
ernment powers that include those of de- 
tention and the control of the press. The 
problem facing proponents of this view- 
point is that Mrs Bandaranaike's govern- 
ment framed and promulgated the con- 
stitution under which it extended its own 
term, and did so also under a state of 
emergency. 
The government has stressed in and 


outside parliament that the continuation 


of the emergericy, declared soon after pol- 
ling closed on October 20 to restrain ex- 
pected post-election violence, will not be 


allowed to interfere in any way with the re- 


ferendum. 


Jayewardene said last month that the 4 


decision to have a referendum to extend 
parliament rather than a general election 
was taken because he did not want an anti- 


democratic and violent opposition to — 


enter parliament in large numbers and 
wreck democratic parliamentary proce- 
dures. He described the opposition as *a 
set of political hooligans." Jayewardene 


says he would like a parliament that will 
cooperate with him to maintain peace and — 


stability while working for prosperity. 


Mrs Bandaranaike, who wasstrippedof — ^ | 


her civic rights by the first Jayewardene 
parliament, was not allowed to run for 
president in October or even campaign for 
candidates during the election. But she is 


' leading the campaign to persuade people 


not to agree to an extension of parliament. 

Mrs Bandaranaike recently called a 
news conference at which she accused the 
government of moving towards dictator- 
Ship through the proposed extension of 
parliament. She told the conference, at 
which the opposition campaign against the 
referendum was launched, that govern- 
ment allegations that a Naxalite (anarch- 
ist) group was active in her party was rub- 
bish. ~ 

The Tamil United Liberation Front 
(TULF) and the Janatha Vimukthi 
Peramuna have not joined Mrs ban- 
daranaike and the other opposition par- 
ties in their campaign, but are indepen- 
dently opposing parliament's extension. 
The TULF, which is the second-largest 
parliamentary party in terms of the 
number of MPs (the SLFP is much larger 
in terms of influence and the number of 
votes it commands) has already said its 


‘MPs will resign when parliament's term is 


up next year. TULF MPs have handed 
their resignation letters to the party's 
leader. 

Mrs Bandaranaike scoffs at the UNP's 
desire to give "democratic forces in the 


SLFP time to strengthen their position." - 


As the former prime minister said: “The 
UNP leadership has expressed a wish to 
cleanse the SLFP. We don't need their co- 
operation. We can look after our own af- 
fairs." 

She charged: *Last year the UNP held 
celebrations to mark 50 years of universal 
adult franchise in the country. They even 
brought Queen Elizabeth here and made a 
big noise about it. This year they are going 
to perform the funeral rites of that very 
franchise they glorified." 

Jayewardene has been recently tossing 
around the idea of a national government 
of all parties. He has given some indica- 
tion that, since the next parliament would 
have some 192 members compared with 
the 168 members at present, he might con- 
sider giving the additional seats to the op- 
position. 

The idea of a national government has 
been rejected by Mrs Bandaranaike, who 
has said she will not participate in one if in- 
vited. But she has indicated at inner-party 
councils that there are elements in the 
SLFP which would like to see her out of 
politics. 9 
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COVER STORY 


‘Tanakasone’ makes it to the top sin the 


LDP factional fi 


By Hikaru Kerns 

Tokyo: The crushing victory in the pri- 
mary ballot which caused his opponents to 
drop out of the final election brought a 
surge of goodwill and support to the new 
Liberal Democratic Party (LDP) presi- 
dent and Prime Minister Yasuhiro 
Nakasone. But the euphoria lasted only 
briefly. Nakasone awarded a vastly dis- 
proportionate share of cabinet and senior 
party posts to the faction headed by the 
controversial former prime minister, 
Kakuei Tanaka. 

It was perhaps a necessary decision to 
enable Nakasone to launch the cabinet 
with Tanaka’s backing. But it also resur- 
rected some of the criticisms and divisions 
which had weakened the cabinet of former 
prime minister Zenko Suzuki. And it 
means that Nakasone, taking over as poli- 
tical shogun of Japan at a crucial time of 
change when the nation is virtually under- 
going the change to the post-industrial so- 
ciety (see FOCUS, page 45), does so with 
the stigma of being overwhelmingly influ- 
enced by the old master, Tanaka 

Nakasone prevailed in the rank-and-file 
primary election by a combination of 
superior factional strength and a charis- 
matic campaign style. The former was de- 
cisive as Japanese MPs proved their ability 
to reach down to the grassroots to deliver 
votes for candidates designated by their 
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ing is 


factions. Since Tanaka's faction was the 
largest group working for Nakasone’s 
election, the debt to Tanaka was corres- 
pondingly the heaviest — and Tanaka col- 
lected immediately. 

Two of the three highest LDP posts 
bélow the presidency as well as seven of 20 
cabinet portfolios — including finance, 
justice, home affairs, health and welfare, 
construction and environment — went to 
Tanaka faction members or associates. 
The Nakasone faction filled only two 
cabinet posts, while Suzuki's faction, 
which also backed Nakasone, filled four. 
Shintaro Abe of the Takeo Fukuda faction 
was named foreign minister. The new 
chief cabinet secretary, a key figure who 
since World War П had always belonged 
to the same faction as the prime minister, 
is Masaharu Gotoda, a former director 
of the National Police Agency and a 
Tanaka faction member. 


I: forming his government under Ta- 
naka’s influence, however, Nakasone 
jeopardised party harmony and under- 
mined the high public standing essential to 
maintaining a stable and durable rule. The 
dissident factions were momentarily gal- 
vanised. Their leaders met. Nakasone and 
threatened to withdraw support from the 
cabinet, but decided eventually to remain 





no means over 


passive for fear of creating another crisis. 

Suzuki expressed dismay at the appoint- 
ments and telephoned Nakasone to seek 
his reasons for making them. The opposi- 
tion parties, disunited and dispirited 
though they may be, were given a possible 
campaign issue for the elections to the 
upper house of parliament next year. The 
Japanese press was highly critical and ap- 
pears likely to ignore the grace period it 
normally gives to new leaders. 

Why did Tanaka impose his will so bla- 
tantly when it was clear that Nakasone 
would be hurt? The appointments were 
probably linked with Tanaka’s predica- 
ment as a defendant in the Lockheed brib- 
ery trials and his fears of diminishing poli- 
tical influence. As Takashi Tachibana — 
the investigative reporter who first unco- 
vered the. evidence against Tanaka — 
pointed out, Tanaka has reacted to each 
stage of crisis in the long-continuing trials 
by flaunting his political strength. 

For example, whenever sentences were 
pronounced on other defendants in the 
trial, Tanaka announced or appeared to 
recruit new members to his faction. The 
overt exhibition of Tanaka's strength 
through Nakasone’s choices for party and 
cabinet posts fits in with this pattern. It 
was noted that a close Tanaka associate 
and a public critic of the Lockheed trials, 
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ex:police chief Akira Hatano, was named 
justice minister, a post which oversees the 
prosecution of the bribery charges. 

It is easy to dismiss Nakasone as a crea- 
ture of Tanaka's will — a sort of 
"Tanakasone" — as many observers do. 
But Nakasone has considerable room for 
manoeuvre on certain policy and political 
issues. Tanaka has indicated the areas of 
his present interest in national issues by 
his choice of portfolios: the bribery trials, 
domestic construction, monitoring health- 
related institutions, and finance. Tanaka 
also retains control of LDP organs. 

Politically, Nakasone has a task similar 
to sustaining a coalition government led 
by what is virtually its weakest compo- 
nent. Nakasone's faction of about 50 MPs 
is outnumbered by those of Tanaka (107), 
Suzuki (87) and Fukuda-Abe (74). His 
faction is almost as small as Toshio 
Komoto's (42). Moreover, Nakasone still 
has only shallow support among Suzuki 
followers. Some of the younger Suzuki 
faction members had to be forced to 
pledge their backing for Nakasone during 
the campaign. Potential rivals to 
Nakasone for the LDP presidency are ac- 
tive in the second rung of the Suzuki fac- 
tion's leadership. 

Thus, Nakasone's appointment of Abe 
as foreign minister was generally seen as a 
method of diminishing his reliance. on 
Tanaka and Suzuki. Abe made a point of 
not attacking Nakasone in the campaign, 
emphasising his own lack of ill-feeling to- 
wards Tanaka. Abe, 58, can afford to wait 
for Fukuda, 77, to retire as head of the fac- 
tion and also stand in the queue behind 
Nakasone, 64, суеп if Nakasone has a long 
term of office, If the relationship between 
Nakasone and Abe proves workable, it 
would allow Nakasone to consolidate 
power independent of Tanaka or Suzuki. 


nother step to lossening Tanaka's and 

Suzuki's hold has been Nakasone's em- 
phasis on the importance of a popular 
mandate. In speeches before and after the 
election he focused on his intent to reach 
the people directly and transcend fac- 
tional politics. He promised policies easily 
understood by the people. It should be 
pointed out that in anticipation of the next 
primary election, the number of regis- 
tered LDP voters has recently risen from 
about a million to 2.5 million, though most 
of these new registrations were faction-in- 
spired. 

Nakasone sees himself as an effective 
populist campaigner and orator, which he 
is, and, despite strong adverse reactions 
which he evokes among some Japanese 
people, he could probably win a popular 
election by himself if factionalism did not 
have such a grip on Japanese political life. 
The large margin of his victory in the pri- 
mary election conferred an aura of legiti- 
macy on Nakasone which partly balances 
his dependence on the dominant Tanaka 
and Suzuki factions. 

Finally, if. Tanaka is discredited by 
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Suzuki: telephone pratest. 


being convicted in the Lockheed case and 
his control over his faction is broken, it is 
likely that Nakasone can capture some of 
its members. But any sudden or bold at- 
tempt by Nakasone to assert his power at 
the expense of Tanaka, and to a lesser ex- 
tent of Suzuki, would probably backfire 
and spark a sharp reminder of his tenuous 
position. 

The election rested on several favoura- 
ble developments for Nakasone, in addi- 


tion to the success of factional lobbying at 
the prefectural level. One was the band- 
wagon effect that grew as the campaign 
progressed. LDP voters lukewarm to 
Nakasone decided to suppress their objec- 
tions and join the victor's camp rather 
than share Komoto's defeat. 2 

At the start of the campaign, most 
analysts gave Komoto a large advantage 
among committed voters, though 
Nakasone's own senior advisers believed 
he had about as many initial supporters as 
Komoto. But, as the campaign caught on, 
the uncommitted votes were harvested by 
Nakasone, especially votes which Abe 
had targeted. Polls published during the 
campaign revealing Nakasone's lead gave 
impetus to this movement. The final result 
— Nakasone 58%, Komoto27976 , Abe 8% 
and Ichiro Nakagawa 7% — provided a 
far greater margin for Nakasone than any 
poll had indicated. 

Another factor was the cautious and ac- 
casionally awkward campaign which 
Komoto conducted. The first few days of 


the campaign went badly for Komoto. He - 


had agreed to be deputy prime minister 
and finance minister under Nakasone in a 
deal worked out between party leaders in- 
cluding Fukuda, though all the while 
Komoto had been urging a primary elec- 
tion. When Nakasone rejected the deal 
and declared himself ready for a popular 
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The bull in 
Nakasone's 
china shop 


By Mike Tharp 

Tokyo: Yasuhiro Nakasone's resounding 
win in the Liberal Democratic Party 
(LDP) presidential election marks the last 
hurrah of Japan's most powerful politi- 
cian, Kakuei Tanaka. The 64-year-old 
former prime minister will remain highly 
influential for some time, and his support- 
ers will continue to dominate as power- 
brokers among LDP factions. But the 
gradual erosion of Tanaka's influence, al- 
ready foreshadowed in his home district, 
will spread; for the first time in a decade, it 
is now possible to envisage an era in which 
Tanaka and the Tanaka faction will not 
control Japanese politics. 

The reasons for this are simple but 
many. One alone would not cause his in- 
fluence to wane much, but together they 
add up to an inescapable fact: Tanaka is 
slowly outliving his usefulness. 

As ultimate pragmatists, the Japanese 
people understand this. Their sense of loy- 
alty and obligation, plus Tanaka's own re- 
markable resilience and ability to deliver 
on his promises, will allow Tanaka and his 
group to remain a major factor in Japan's 
political calculus. But in ramrodding 
Nakasone into the nation’s premiership, 
Tanaka gave the final demonstration of 
his political prowess. Like a scarred old 
bull, he will still be a force to be reckoned 
with in Japan’s political arena, but his days 
are numbered. 

Ironically, one reason for this is the 
strong showing of Nakasone in last week’s 
election. The victory handed Tanaka a 
double-edged sword. On one hand, the 
losing contenders and their factions resent 
more than usual the raw display of bossism 
by Tanaka on behalf of Nakasone in get- 
ting out the vote, Such resentment is not 
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Other parts provide functions or features to make a plane airworthy, 
strong, efficient, pleasant, easy to fly. This tiny part provides value. 


This nameplate carries with it the integrity 
of two aviation pioneers. It has ridden into 
the sky for fifty years on more than 15,000 
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by jet engines. 
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fidence of operators, that its destiny will be 
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UNITED NATIONS 


Horta; East Timor governor's office: the end is in sight. 


Less Timorous now 


Jakarta fails again to get the UN debate on East Timor 
shelved, but sentiment is shifting in its favour 


By Ted Morello 
New York: By a margin honed to a razor's 
edge, Indonesia again failed — most 


diplomats believe for the last time — in its 
annual attempt to strike the East Timor 
item from the United Nations General As- 
sembly's agenda. 

"There is no question that next year will 
see the end of the East Timor debate," 
Theo Waimuri, a spokesman for Indone- 
sian Ambassador Ali, Alatas, told the 
REVIEW. But in a separate interview, Jose 
Ramos Horta, who represents the Re- 
volutionary Front for an Independent 
East Timor (Fretilin) at the UN, refused 
to concede defeat. 

Had it not been for the absence of three 
delegations backing Jakarta on this issue 
— Comoros, Equatorial Guinea, and 
Saint Vincent and the Grenadines — In- 
donesia would have come within a single 
vote of victory in the November 23 ballot- 
ting. As it was, the tally on a resolution 
calling for negotiations on self-determina- 
tion for East Timor was 50 in favour and 
46 against, There were 50 abstentions. 
The outcome demonstrated the continued 
erosion of support for Fretilin and its sup- 
porters, especially Portugal, but including 
the Soviet camp and some Third World 
countries. Last year the vote was 54 in 
favour and 42 against, with 46 abstaining 
(REVIEW, Oct. 15). 

With both sides claiming a measure of 
victory this year, Alatas pointed out that 
less than a third of the UN's 157-nation 
membership supported the resolution, in- 
dicating that a clear majority favours an 
end to the East Timor debate. The issue 
has been on the UN's books since the Se- 
curity Council adopted in December 1975, 
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in the wake of Indonesia’s takeover after 
Portugal had withdrawn from its colony, a 
resolution demanding that Jakarta pull its 
troops out of the territory. 

Alatas reiterated his government's con- 
tention that the Timorese had exercised 
self-determination by voluntarily seeking | 
union with Indonesia in 1976. Thus he re- | 
jected the newly adopted resolution and | 
predicted that support for Indonesia's 
position would grow. “The unmistakable 
conclusion that can be drawn from this 
year's vote . . . is that the time has come to 
view East Timor on the basis of facts and 
realism rather than on baseless accusa- 
tions and wishful thinking," Alatas said. 
"Therefore, it is high time for this assem- 
bly to dispense with the sterile debate that 
has been going on for almost seven years 
on an issue which should never have been 
on its agenda in the first place." 


M diplomats agree with Alatas’ view 
and the expectation that East Timor 
will be stricken from the agenda at next 
year's regular general assembly session. 
But Horta said Fretilin and its backers will 
launch a counter-campaign almost im- 
mediately to reverse the voting trend. He 
said that a closed-door strategy meeting 
will be held on December 18-19 in Lisbon 
by Fretilin with Portuguese Government 
officials, parliamentarians and church 
leaders. He said the core of the strategy 
would be linkage between a country's vote 
for next year's East Timor resolution and 
Portuguese backing for that country's pet 
issues. Thus, for example, the Arab, Latin 
American and African blocs would have 
to vote for the resolution to win Portugal's 





backing for, respectively, the Palestine, 
Falklands and Namibia questions. 

Horta said Fretilin is also hoping for a 
Labor Party victory to oust Australia's 
Liberal-led coalition. government next 
year. He attributed the key changes from 
previous abstentions to *no" votes by half 
a dozen delegations, including delegatfons 
from Fiji and the Solomon Islands, to 
vigorous lobbying by Australia. He cited 
South Australia's elections on November 
6 (REVIEW, Nov. 12) when predicting a 
1983 Labor victory “which will turn the 
government around" on the East Timor 
issue. The Labor Party won the South 
Australian state elections, signalling a 
possible nationwide trend. 

The East Timor resolution asks Secre- 
tary-General Javier Perez de Cuellar to 
initiate comprehensive settlement talks 
among concerned parties and to report to 
the 38th general assembly session, which 
begins next September. Twin objections 
were sparked by one paragraph of the re- 
solution which calls on UN agencies — 
particularly the UN Children's Fund, the 
World Food Programme and the UN High 
Commissioner for refugees — to assist the 
Timorese immediately, in consultation 
with Portugal, described as East Timor's 
administering power. The appeal for as- 
sistance is based on claims by some critics 
of Jakarta that famine’ still stalks East 
Timor. The claims were challenged by In- 
donesia and its. supporters, including 
former Australian prime minister Gough 
Whitlam, who, speaking as a petitioner in 
the committee debate, scoffed: “Even if 
we believe that churchmen in Timor have 
despatched more epistles than anybody 
since the apostle Paul, I am also bound to 
say that too many of their pronounce- 
ments have been apocalyptic, if not apoc- 
ryphal." 

Similarly, Jakarta's backers questioned 
the resolution's acceptance of Portugal as 
East Timor’s administering power 
though, as Whitlam remarked, it has been 
more than seven years since the Por- 
tuguese governor “sailed off in the night” 
with Portuguese officers and troops. 
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much morethan just cement,as Britain's product, and is one of the most versatile 
building materials to be found. It features in 


T oday, the name Blue Circle means Cement is still Blue Circles primary 
every aspect of construction from 


biggest cement maker also owns 
Britains biggest manufacturer of bathroom 


fixtures, Armitage Shanks. AA. roads to hospitals, factories to houses. 
er - 


Diversification into the And wherever there is a need for 


bathroom 
business was 
a logical and 
profitable move 
for Blue Circle. 
It provides a 
significant new 
interest in the 
business the Group 
knows best, that of 
building products. 
Since becoming 
part of Blue Circle, 
Armitage Shanks’ 
British factories have 
benefitted from а £10 
million investment 
programme. - 
And our international | 
presence has helped to 
open up new markets LE б 
worldwide. ; 
Armitage Shanks 
has a thriving export 
business, and interests BE 
in eight overseas 
manufacturing 
companies. 

One of the 
more exciting 
aspects of Armitage Shanks 
overseas development has 
been the recent move into the USA with the 
acquisition of Kilgore Ceramics, an impor- 
tant ceramic sanitaryware manufacturer. 

In the USA, new housing still accounts 
for a big share of bathroom fixtures sales. 
And, being positioned in the affluent sunbelt 
state of Texas, Armitage Shanks-Kilgore is 
well placed to make the most of an expanding 
local market. 

The US acquisition is important to Blue 
Circle too. It establishes a new Group 
presence in a country which offers long- 
term potential to the construction industry. 





IN THE BATHRC 
99 commitment to Britain. 
On the contrary. We are in the 


cement, Blue Circle is ready to supply 
management skills and technology 
in partnership with 
local interests. 
In Indonesia, 
for example, 
abundant oil 
andgassupplies 
are giving rise to 
SJ a industrial 
ҮЙ development 
4 f which has 
2 merited one of 
~ the more 
ambitious projects 
in the country for 
many years. 
As well as a new 
cement works, 
Blue Circle is help- 
ing to develop a 
harbour, power station, 
housing and other 
amenities. 
However, this 
overseas activity 
doesn't mean 
t M that Blue Circle 
has neglected its 
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ЕЭС 


middle of a major programme to 

improve further the efficiency of our cement 
production and distribution operations. 

This is just part of the full Blue Circle story. 

So, if you had no idea just what Blue 
Circle is doing around the world but would 
like to find out, write to John D Milne, Group 
Managing Director, at: Blue Circle Industries 
PLC, Portland House, Stag Place, 
London SW1E 5BJ. 


Blue Circle 


Working around the world 








Only someone on the 
right course can help you 
With yours. 


A universal bank has the right instru- 
ments to determine your exact position 
and help plot the best course to your 
goal. The coordinates of our branch 
system dot the globe. Whenever and 
wherever you encounter problems with 
complicated international financing, 
contact the Deutsche Bank. 


We'll put your business on a proper 
course. Call: 
Hong Kong 5-255 203 
Singapore 917555 
Beijing 28 59 80 
Tokyo 214-1971/9, 211-3541 
Osaka 244-1977 


Deutsche Bank 


Central Office FrankfurtamMain/Düsseldorf Branchesabroad: Antwerp. Asunción Barcelona 
Brussels nos Aires, Hong Kong. London, Madrid, Milan, New York, Osaka, Paris, São Раш 
To ive tt ir â 
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The American Express Card. 
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International- Asia/Pacific 


Bombay * Colombo * Hong Kong (2) * Islamabad * Kanazawa * Kaohsiung 
Karachi * Kuala Lumpur * Kuching * Kyoto * Manila * Narita * Osaka 
Penang * Singapore * Tahiti * Taipei * Tokyo * Toyohashi * Yokohama 





If You Want to 
Learn More 
About Reaching 
Asia's Frequent 
Business 
Travellers 
We'd Like to 
Give You the 
Plane Facts! 


When it comes to reaching th 
heavy frequent travellers, thi 
Far Eastern Economic Reviev 
soars above all the rest. 


At present most of the world' 
leading airlines that hav 
routes in Asia use the Far East 
ern Economic Review regulat 
ly as a primary advertisin: 
medium. Why? The answer i 
simply because the Reviev 
reaches the highest audienc: 
concentration of heavy fre 
quent independent busines 
travellers of any regional pub 
lication in Asia today. An 
does it more cost-efficiently. 


If you'd like to know mon 
about our frequent busines 
travellers, write on compan 
letter-head and we'll be gla: 
to send you a copy of th 
6 City Media Phase fror 
the INTRAMAR STUDY indeper 
dently conducted by Interne 
tional Research Associates. 


Address your inquiries to: 


Mr C. H. Stolbach, 

Far Eastern Economic Reviev 
GPO Box 160, 

Hongkong. 


‘Best-selling Mita copier ever’ 
is atough act to follow. 


Act II. 


Last year, the DC-131 became Mitas best-selling copier 
ever, as well as becoming one of the world s best-selling 
copiers. This year, Mita raises the curtain on a new star 
performer, the DC-121. With it, Mita virtually creates a 
whole new class of budget-priced, desk-top copiers 

Extremely compact and 43.5 kilograms light, the new 
ОС-121 is а true “деѕк-їіоррег —–ойеп fitting іп where 
many copiers can't—with much of the advanced tech- 
nology, many of the convenient features and all of 
the built-in Mita reliability of its popular predecessor 

For example, the new DC-121 has Mita s own 
advanced dry toning system, for perfect, smudge- 
proof copies every time. And easy-to-use fea- 

ures like Print Cycle Interrupt and Cycle 
bond ating, with all controls conveniently 
grouped together оп а single 
microprocessor-controlled contro! panel 

First copy in a speedy 5.8 seconds 
then 12 copies per minute, any standard 
size up to B4. Change paper sizes 
simply by changing paper cassettes 

Reliability? At Mita, its our single 
most important copier goal. But 
dont believe us, just ask any Mita 
owner. They'll give us a great 
review 


mita 


MITA INDUSTRIAL со LTD 
Ta t 


Authorized Mita distributors in Asia and the South Pacific 

AUSTRALIA: Mita Copiers Australia Pty Lid Melt £ NEPAL: Mercantile Traders. К 
BANGLADESH: New Victor Ltd.. Dacca € d 55444 PAKISTAN: Reliable Business Systems Ltd 
HONG KONG: The Office Appliance Co Ltd F & 164 PHILIPPINES: Philcopy Corporation, М 
INDONESIA: Р.Т. Mita Mahardi ka e f 7. 651979 SINGAPORE: Wei Tah Co.. Ltd 

KOREA: Liker Co.. Ltd € SRI LANKA: Ceylon Business Appliances Lid 


MALAYSIA: Cycle & Carriage Sdn Bhd Kuala L { Phone ) TAIWAN: Lico Co., Ltd 








Household appliances is written with a “Z” 


Every single working day 16,000 domestic appliances roll off 
our production lines. 

Bound for kitchens anywhere in 111 countries. 
Because we are Europe's biggest manufacturer of domestic 
appliances ...and its most innovative. 

Constantly finding new and better ways to wash and dry the laundry, 
do the dishes, keep your food fresh, cook your meals. 
To bring you technology you can really feel at home with. 
Because Z is for Zanussi. 





ZANUSSI 


people working for people 


Industrie Zanussi spa 
Р.О. Box n. 218 - 33170 Pordenone (Italy) 
Tel. (0434) 3961 - Telex 450363 - Cables: Zanussi spa Pordenone 


Brown & Root builds the 
largest single-train Hoechst HDPE plan 
in the world. 
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Brown & Root has successfully 
completed construction of the 


monomer annually, making it the 
second largest producer of styrene 
huge American Hoechst Bayport monomer in the United States. 
Works, featuring that company's Brown & Root was the prime 
first high-density polyethylene contractor for construction of 
(HDPE) plant. 
It's also the largest single-train Ё 
HDPE plant in the world for the 
Hoechst Group, the world's leading 


producer of HDPE. 






the HDPE plant and subcontractor 
for construction of the styrene 
monomer plant. 

The project was completed 
using phase-shifted construction, 


The largest single investment just one of the techniques that 
in the more than 100-year history of che help Brown & Root finish on time and on 
company, this $180 million project is actually budget, worldwide. 


two plants in one: the HDPE facility and a 





styrene monomer plant. — T 

When fully operational, Hoechst Bayport BrownC? Root.Inc. 
Works will produce 220 million pounds of And Associated Companies 
HDPE and 900 million pounds of styrene A Halliburton Company 


PO Box 3. Houston, Texas 77001 
An Equal Opportunity Employer 


TRAVELLER'S TALES 








e THIS week, in glorious technicolour, 
some — mostly regional — oddities captured 
by readers’ cameras: 


Shop on Samosir Island, Sumatra. 


К N TO TAKE THE LIFT BOYS МТН LESS 
HAN 14 YEARS OLD F NOT ACCOMPANED BY ELDERS 
RESPONSIBLITY UPON РАМ Y 
TS) Tl TOO ТО ТАКЕ THE ШЕТ МТН VET FEET 


Notice in (perfectly respectable) family hotel in Spain. 


Th THIN ate = FAMILY PLANNING 
„ANU LRU AGING NSTI lt MATERNAL CHILD HEALTH CLINIC 
oi SHl Soest - ОРЕМ - DAY! NIGHT 


Dance school in Pusan, South Korea Notice on MacArthur Boulevard, Sign near Santa Maria, Philippines. 


Angeles City, Philippines. 


[ Sm am aaa 


ч ТШЕ a 
[] э кишш 4» h 


т 


A Malaysian establishment. 


LU PAN EXHIBITION NDE E SAVIOR 
ORIENTAL ANTIQUES Building on South Tarawa, 


Houseboat on Lake Nagin, Kiribati (ex-Gilbert islands) 


priat à a perso 4 
on e > e Kashmir 


Singapore poster. 


ranny show room 


Korean bath towel 


Contributions from: D. M 
Adami, Johnsman Au, Nick 
Barnes, Clive Boyes, J. L 
Compton, Paul Estabrooks. 
Paul Marsh, David Potten 
Robert Rose, Hans Rudolf 
Schar, K. T. Tan, Phil Tinkler and 
Supermarket offer in Washington, Winston Wong 
Bangkok tailor shop. US (not Australia!) 
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US analysts see improved Sino-Soviet relations as 
likely following Soviet president Brezhnev's death 


By Richard Nations 


Washington: Some of the most intriguing 
diplomacy conducted over the bier of 
Soviet leader Leonid Brezhnev could sig- 
nal the start of a major improvement in 
Sino-Soviet relations, a development 
which United States analysts consider will 
be the most likely change in Moscow's 

sture in Asia as a new leadership settles 


into the Kremlin. 


Such а development could alter the 


power balance in Asia dramatically, but it 


is not taken here as cause for alarm. Some 
US officials consider the obstacles to the 


normalisation of relations between Mos- 
cow and Peking too intractable to permit a 


„Sudden shift for the better. And others 


argue that US interests could be well- 
served by a reduction of hostility between 
the two countries. They contend that im- 
proved Sino-Soviet relations would allow 
a redirection of Sino-US relations away 
from the tortuous path of strategic coope- 
ration followed in the decade since the 
Shanghai Communique was signed in 
1972, and towards developing the oppor- 
tunities for investment in energy develop- 
ment expected to open up in China be- 
tween now and the mid-1990s. 

At a press conference following his re- 
turn from Brezhnev's funeral, US Secret- 
ary of State George Shultz hinted broadly 
at what improvements in Sino-Soviet rela- 
tions would and would not be welcomed 
by the US. “If, through their discussions, 
[China] can persuade the Soviet Union to 
get out of Afghanistan and, in effect, get 
out of Kampuchea, so much the better," 
he said, omitting Peking's well-publicised 
third condition for normalisation — a re- 
duction of Soviet forces along the Sino- 
Soviet border. When asked later how the 


. US would view a troop withdrawal along 


unc 


the border, Shultz declined to comment 
on what he called a "bilateral matter be- 
tween China and the Soviet Union." 

China's elder statesman Deng Xiaoping 
récently suggested that progress on only 
one of China's three conditions for nor- 
Pied relations would be enough for 

oscow to clear the way towards normali- 
sation, and Washington strategists are 
convinced that both nations are looking 
for ways to reduce tension along the bor- 
der. But Washington clearly would be 
concerned if Peking isolated its bilateral 
problems with Moscow from progress on 
Afghanistan and Indochina, progress 
which Washington also regards as vital to 
any improvement in its relations with the 
Soviet Union. 

Moscow used the occasion of Brezh- 
nev's funeral to float tantalising sugges- 
tions of a new approach on Afghanistan. 
Among the first five leaders received by 
Brezhnev's successor, Yuri Andropov, 
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were the three South Asian figures central 
to a compromise in Afghanistan — Prime 
Minister Indira Gandhi of India, Presi- 
dent Zia-ul Haq of Pakistan and President 
Babrak Karmal of Afghanistan. Viktor 
Afanasyev, editor of the party daily 
Pravda and member of the party's central 
committee, hinted at the prospect of a 
negotiated coalition government in Kabul 
when he told the Japanese Kyodo news- 
agency on November 16 that Moscow 
"does not intend to establish a Soviet-style 
regime in Afghanistan.” A Soviet defector 
who worked in. the KGB — once headed 
by Andropoy —- has said that the intelli- 
gence organisation opposed the invasion 
of Afghanistan. 

Washington, however, sees much less 
to all this than meets the eye. “We would 


have paid more attention if all these sig- 
nals had been sent out after the debate on 
Afghanistan in the United Nations,” an 
administration official told the REVIEW. 

Nor is it thought here that relations be: 
tween Hanoi and Moscow are as strained 
as might be inferred from the low protocol 
accorded the Vietnamese delegation at 
Brezhnev's funeral. "Hanoi is no doubt 
worried by the pace of Sino-Soviet nor-: 
malisation, but its [Moscow's] relations 
with Hanoi represent too major an asset 
— both ideologically and in strategic 
terms — to be bargained away this early in 
the game." 


J apan is the one place in Asia where some 
American analysts believe Moscow 
could reap its largest diplomatic dividend 


їп return for few concessions. If the 


Soviets were only to place on the bilateral 
agenda their occupation of the four south- 
ernmost Kuril islands — so bitterly resent- 
ed by Tokyo — this alone could shake the. 
key pillar to Washington’s Pacific strategy 
by appearing to deflate the “Soviet threat? 


















P Vom momen P - 
Reagan's administration is pressing on — 
Tokyo the енота dr increasing _ 
its defence capabilities. ү 

So far, however, Washington sees no 
signs that the new Kremlin leadership is _ 
moving in that direction. The Japanese ^^ 
delegation was not singled out for special — | 
attention at Brezhnev's funeral, even —.— 
though it was led by the then prime minis- — 
ter, Zenko Suzuki, Soviet media attacks — 
on the Japanese decision to permit the US 
to base F16 fighters at Misawa have con- 
tinued unabated, and Afanasyev br 
aside Japan's claims to the return 
four southernmost Kurils as being 
out foundation in his interview 
Kyodo. 

So far the once-in-a-generation le 
ship change in Moscow has not sum Bc 
forth any dramatic gesture from either _ 
Washington or Moscow to break the bleak 
atmosphere of superpower deadlock. But 
the new faces іп the Kremlin, the release” 
of Polish Solidarity trade union leader 
Lech Walesa and the lifting by Reagan of | + 
his sanctions against the Siberian natura — — 
gas pipeline all tend to relieve some of the HE. 
tension that has been building in East- — - 
West relations since the Soviet invasion of 






























Afghanistan three years ago. Given these 
factors, it is possible that US-Soviet rela- 
tions finally could turn towards: Cae 
smoother course than has existed at any — — 
time since Reagan came to office. . TR 

There is some anxiety inthe Reaganad- — 
ministration that the process of Sino- 
Soviet normalisation threatens to remove — - 
one of Washington's most useful policy _ 
levers at a time when itis most needed to — 
coax the Soviet Union towards modera- 
tion in its relations with the West. But this. 
kind of logic, which has guided Sino-US 
relations since the 1970s, is coming under 
scrutiny by the US bureaucracy. A long- 
revered policy of strategic cooperation 
with China is now losing credibility for 
many because: 

> The cost of modernising China's mili- 
tary is now considered to be way beyond 
what China can afford and what the US is 
willing to invest. Even if this was other- 
wise, China could not help deter Soviet 
aggression until the 1990s at the earliest. - 
` » The replacement of Alexander Haig 
at the State Department removed one of 


37 


the key proponents in the Reagan admin- 
istration of triangular diplomacy, which 


IN MANILA was conceived by former president 
' 


Richard Nixon's secretary of state Henry 


THE MOST DEMANDING TRAVELLERS Kissinger. Shultz is considered less recep- 


tive to what critics call the global roman- 
ST WITH US ticism of the Kissinger school. 
. > It is also increasingly recognised that 


the initiative in the triangular relationship 
has been shifting to China as relations be- 
tween the superpowers deteriorated fol- 
lowing the Soviet invasion of Afghanistan. 
Bogged down as it is in Afghanistan and 
Poland, and with its resultant hostile re- 
lationship with the US, the Soviet Union 
poses less of a threat to China now than it 
did four years ago, when the Soviets ap- 
peared to be successfully exploiting de- 
tente to encircle China through strategic 
thrusts in Southwest Asia and Indochina. 


he argument is.now being pressed that 

the US should now shift the emphasis 
away from the divisive issue of military co- 
operation and towards promoting China's 
economic growth, particularly in the 
energy sector. Sixteen American oil com- 
panies are among the 33 foreign concerns 
which have submitted proposals to drill 
offshore in what is described as the longest 
unexplored coastline in the world. 

“Offshore oil is the cutting edge of Sino- 
US relations for the rest of the century,” 
Eugene Lawson, deputy assistant secret- 
ary of commerce for East Asia and the 
Pacific, was quoted recently as saying by 
The New York Times. Opportunities for 
massive US investment in China's coal 
and hydropower also exist, With its build- 
up of US$6 billion in foreign-exchange re- 
serves, China could now contribute to 
some of the major investment it needs to 
make in US offshore oil technology. 

Broadening the base of economic co- 
operation would cement Sino-US rela- 
tions and offset the shift in Peking’s 
foreign policy towards equidistance be- 
tween the superpowers. And a new accent 
on economic cooperation would be en- 
dorsed by Washington's Asian friends — 
such as Japan and Indonesia — who were 
particularly sceptical of Sino-US strategic 
cooperation. Peking has privately reas- 
sured US officials that its objectives tn im- 
Your favorite drink, just the These are qualities demanding , proving relations with the Soviet Union 
way you want it. A business travellers like about an hotel. That’s dr far HEN epe than Pua Par on 
centre with meeting rooms, why the most experienced travellers t а пас HM At ARP ERE MUR а 
modern communication choose Inter «Continental. In the БЫ ET vi ped ree A PIPPP ES t с? z 
facilities and an expert staff Philippines and Asia. And around (Eel Жо duc SEPO PEPE pao 

um : я oreign investment on a massive scale. 

that anticipates your every the world. Stay with us once. You'll Shultz is not thought to be as susceptible 
need. The quiet assurance keep coming back. To the nice ы 


| idst th to the emotionalism that gave China most 
that everything will be perfect. — feeling of home amidst the ot its political momentum in the US during 
efficiency of an international hotel. the improving Sino-American relations in 


the 1970s. His trip to Peking, expected 
early next year, will be only the first of 
HOTEL other cabinet-level visits, including those 


INTER* CONTINENTAL by Secretary of Defence Caspar Wein- 


berger and Secretary of Commerce Mal- 


MANILA colm Baldrige. These visits could initiate 





METRO MANILA an entirely new China policy for the 

89-49-11 Reagan administration пом that the Sino- 
US joint communique of August 17 has set 
OTH-PM the Taiwan question aside for the mo- 
ment, and there is some prospect for im- 
proved East-West relations. 
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mii win 
finesse 
Paris agrees to: | y fuel 
for an Indian nuclear plant 
without extra safeguards 
By Mohan Ram ||... 


New Delhi: India has scored a diplomatic 
victory over the nuclear club оп the irk- 
some issue of safeguards. After four 
months of hard bargaining. it has been 
able to persuade France to sell enriched 
uranium fuel for its Tarapur plant set up 
under a 30-year Indo-American agree- 
ment. France will replace the United 
States as the supplier. within the 
framework of the F nt, which 
means Paris will КЫ sp nddidonal 
safeguards. In effect, France is diluting its 
international commitments as a member 
of the so-called London club of nuclear 
suppliers, formed in: 1978, which pre- 
scribes stringent conditions for sales to 
non-members. "yel f 

A memorandum of understanding on 
Tarapur fuel was signed barely eight hours 
before French President Frangois Mitter- 
ranti arrived here оп November 27 on a 
four-day official visit. The brief memoran- 
dum merely says that France will take the 
place of the US in supplying fuel for 
Tarapur and that India and France will re- 
main in touch on other aspects during the 
remaining period of the.1963 Indo-A meri- 
can agreement. tier ИЙ 

India thinks its firmness on the nuclear- 
fuel issue has paid off, and France has 
yielded on all essential. points, though it 
might like to maintain its stance regarding 
its international commitments within the 
framework of the London club. Since 
India's nuclear explosion in May 1974 the 
US administration had been under pres- 
sure to stop fuel supplies to the Tarapur 
plant. The administration of former US 
president Jimmy Carter enacted the non- 
proliferation law in 1978 barring countries 
like India, which had not signed the non- 
proliferation treaty, from getting supplies 
unless. they accepted full-scope safe- 
guards. 

Fuel shipments from the US became ir- 
regular and erratic even before the 1978 
law took effect. The US contention was 
that the new law superseded the 1963 
agreement, while India held that the 
agreement was as good as an international 
treaty and that Washington could not re- 
nege on it by invoking a subsequent 
domestic law. Shipments stopped and the 
deadlock continued though Washington 
did not formally serap the agreement. 

The issue was resolved during Prime 
Minister Indira Gandhi's visit to 
Washington in July (REVIEW, Aug. 6). It 
was agreed that since the US could not 
supply the fuel, France could take its 
place. Before entering a formal request 
India had secured a political commitment 
from France that it would not ask for addi- 
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aa Ws the best place in town to 

eat?" the newly arrived mil- 
lionaire ignorantly asked his gourmet 
friend in Paris, who gaped back at him 
and rasped in reply: "What a stupid 


question! The place where you are beşt 


known, of course." Pus, EL ME 
That reaction is aroused by the 1982 
annual listing of the 40 best hotels in the 


world, according to the opinion of more 


than 100 wealthy regular travellers, who 
were polled by the magazine Institu- 
tional Investor. Instructively, five Asian 
and five European hotels comprised the 
Top 10, with Bangkok's Oriental — not 
surprisingly — winning No. 1 place for 
the second year in succession. | 


Hongkong had two in the Top 10 — the. 
-Mandarin (second) and the Peninsula. 


Tokyo's Okura came third, and Singa- 
pore's Shangri-la was also in the listing. 

But, as always, the senile — and espe- 
cially foreign-correspondent — travel- 
ler, when he reads these annual hotel 





listings, finds himself recalling that Paris 
gourmet's summation of restaurants. As 
you travel, you want to go back to the 

otels where you had your first bed-and- 
breakfast and formed, if lucky, friend- 
ships which lasted forever. 

By happy coincidence, Reuters’ man 
in Bangkok (Michael Fathers) sent a re- 
port from Rangoon recently testifying to 
the durability of the immortal Strand 
Hotel — “on the road to Mandalay” — 
where I always stayed in those distant 
days of youth. Of course the polled mil- 
lionaires would not have listed it unless 
they were now in their 70s or 80s. The 
Strand was built in 1901 and, as Michael 
Fathers says, “outraffled Raffles in Sin- 
gapore before World War II as South- 
east Asia’s grandest hotel.” 

ГИ never forget its colonnaded 
entrance, warm welcome (they always 
remembered you), gentle music in the 
foyer, good food (sometimes) and the 
lovely Burmese ladies at neighbouring 
tables. (Never mind the accommodation 
complaints. Only an idiot, or new arri- 
val, would prefer | Sem at the Russky- 
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built commune alternative on. 
goon's Іпуа Lake.) 
When 1 meet other Old Hands ^ 


lished, Imperial in T 
ing three-storey c r 
Yankee architect Frank L 


арап — for all g 
dents and visitors. I remember it 
home and sanctuary їп 1940, whe 
of the gaijin community met daily 
ground-floor lobby for drinks 
under the “New Rule,” were m 
on until 5 p.m. 

Enemy diplomats — 

Polish and British — sat at separate 
bles amid the massive red pillars : 
dwarf trees, assessing or ignoring o 
another. Windows and terraces at | 
rear overlooked two typical epic 1 
gardens, with pools, goldfish and stone | | 
lanterns, around which carefully col- 
— lected and protected | - 

fireflies danced at night | 
in the summer. yee oe 
The urbane Inama- | | 

ru-san (RIP), who $ 

sided as general man E 
ager before and after 
the war, never forgot. 
а name or a face 
tried to make the limit- 
ed pre-Pearl Harbour 

- grog supplies last until | - 
dinner. 

_ We corresponden 
who lived in the Imp 
rial and had no assign- | 
ments on Wedne Р 
went then into the | 

lobby before 3 p.m. because those | . 
were the afternoons when the cunni 
kempei-tai (military police) conduct 
their regular weekly searches of belong- 
ings and files in our suites. Inamaru-- 
san would smile apologetic and gra 

ful approval of our discreet coo 
tion. » 

Next time I get a chance to return to | - 

beloved Japan, I hope to go to “Meiji. б 
Village" іп Inuyama City, near Nagoya, | 


al 


German, I li 


where the demolished original Imperial 
Hotel, I am assured, has been restored, | 
in characteristically Japanese fashion, as 
a memorial, with old ghosts still amiably | 
rampant. Meiji Village was opened in | 
1965, with 15 historical buildings com- - 
memorating old landmarks of the Meiji 
and Taisho eras. The restored Imperial 
Hotel, erected in March 1976, was the 
43rd building. 
I don't reckon that any of the 40 ۳ 
elected best hotels in the 1982 world will | 
be similarly honoured. But grateful tri- | — 
bute to them all. I wonder when a j| - 
Chinese or a Russky communist. hotel" 5 


D 


will make the 40? = 


tional . But when negotiations 
e he French took a tougher stand. 

' The safeguards under the 1963 agree- 
ment were less stringent than those the In- 
‘ternational Atomic Energy Agency 
"(IAEA ) has prescribed since it came into 

"being in 1971. The IAEA has been tight- 

_ ening the safeguards since the formation 

“of the London club. During the recent 

‘negotiations, France began insisting on 
the so-called pursuit and perpetuity 
Clauses, to secure safeguards in line with 
the London club's prescriptions. — 

2. The pursuit clause means that 
safeguards would apply not only to 
Tarapur. but to other nuclear facilities 
which might use the Tarapur fuel's by- 
products. The perpetuity clause. means 
that the safeguards would apply even after 
the 1963 agreement expired in 1993. India 
made it clear that there was no question of 
a pursuit clause because it had already as- 
sured the US in 1974 that no used or un- 
used material would be removed from the 
Tarapur premises. New Delhi was also 
firm that all safeguards should end in 
1993. 

The November 27 memorandum. nei- 
ther explicitly concedes to France the right 





нед d ee 


Mitterrand and Mrs Gandhi: special attention. 


to invoke the perpetuity condition nor 
precludes it from raising it later. What 
happens to the spent fuel after 1993 has 
been left open. (India and the US have not 
resolved the issue of spent fuel, each inter- 
preting the 1963 agreement in a different 
manner.) 

France is justifying its departure from 
the London club norms under a legal 
loophole. It says the London club came 


into being only in 1978 while the Tarapur' 


agreement dated back to 1963, and that 
Paris was merely replacing Washington as 
the supplier within the framework of that 
agreement. But in spirit it is a shrewd cir- 
cumvention of France's proclaimed inter- 
national commitments оп nuclear non- 
proliferation. 

The exception made for India is perhaps 
a political gesture. The Mitterrand gov- 
ernment has chosen India, Algeria and 
Mexico among the non-aligned develop- 
ing countries for special attention in mat- 
ters of trade, aid and technology transfers. 
Each of them is seen as the focal power of 
the continent to which it belongs. 
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More eyes inthe sky — 


‘As Vietnam's air force becomes stronger and Soviet aircraft 
range wider, Singapore considers buying three Awacs aircraft 


By Michael Richardson 

t'seems likely that Singapore will spend 

about US$150 million on airborne early 
warning and control system (Awacs) air- 
craft. Informed sources told the REVIEW 
that the government of Prime Minister 
Lee Kuan Yew is on the verge of making a 
commitment of intent to buy three Haw- 
keye computerised radar and communica- 
tions aircraft from the Grumman Aero- 
space Corp. in the United States at a cost of 
about US$35 million per aircraft. Train- 
ing, support services and spare parts 
would add another US$40-50 million to 
the bill, according to aviation experts. 

While the aircraft would guard against 
intrusions into Singapore's airspace, they 
could also be used as an important new 
link in an upgraded regional air defence 
system, Indonesia placed orders in the US 


*| earlier this year for three Boeing 737s con- 


verted for maritime radar surveillance, 
and Malaysia's Deputy Defence Minister 
Abang Abu Bakar said in October that 
Kuala Lumpur was seriously considering 
acquisition of Hawkeyes or another ver- 
sion of the Awaes. There are many differ- 
ences between the two types, not least of 
which is that the marine patrol and air-de- 
fence roles demand different capabilities. 

Concern in Asean countries about the 
adequacy of their air defences reflects the 
steady modernisation of  Vietnam's 
Soviet-supplied air force and the activities 
of Soviet military aircraft based in Viet- 
nam. In November Philippine Defence 
Minister Juan Ponce Enrile renewed 
Manila’s complaints about intrusions into 
Philippine airspace of Soviet long-range 
reconnaissance and intelligence-gathering 
flights operating from Vietnam. 

At about the same time, the Thai su- 
preme commander, Gen. Saiyud Kerdphol, 
said that his government would like to be- 
come part of a combined air-defence sys- 
tem covering Malaysia and Singapore. 
The scheme — known as the integrated air- 
defence system — is part of the 1971 Five- 
power Defence Arrangement linking 
Australia, New | Zealand, Britain. 
Malaysia and Singapore. 

The system is manned by military per- 
sonnel from the five countries, and has its 
headquarters at Malaysia’s Butterworth 
airbase, where two squadrons of Royal 
Australian Air Force Mirage jet fighters, 
as well as Malaysian aircraft, аге 
stationed. It links Malaysian and Singapo- 
rean radar and air-defence forces. Saiyud 
said Thailand could share the use of both 
fixed and mobile radar systems with 
Malaysia and Singapore. 

The E2C model of the Hawkeye, which 
entered US Navy service in 1972, is a twin- 
engine turboprop aircraft with a large, 
saucer-shaped radar antenna on its back. 











It operates at heights of up to 30,800 ft, 
has a maximum range of more than 2,500 
kms and normally stays on patrol for up to 
four hours. It began service as an all-wea- 
ther, carrier-borne patrol aircraft guard- 
ing the edges of naval task-force defence 
areas. The aircraft carries sophisticated 
communications. equipment, a computer 
and a crew of five — pilot, co-pilot, com- 
bat information officer, air controller and 
radar operator. 

The supply of 95:Е2С Hawkeyes to the 
US Navy is nearing completion. Japan has 
placed ah initial order for at least eight of 
the aircraft for its air defence force over 
the next four years, and the latest issue of 
Asian Aviation magazine published in 
Singapore says Grumman is making a 
hard sales push for a simplified export ver- 
sion of the E2 in other Asian countries. 
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The Hawkeye: strong interest. 


It says the E2X version would not carry 
the E2C's complete array of passive detec- 
tion equipment, The magazine reports 
that countries showing strong interest in 
the Hawkeye are Pakistan, Australia — 
which reportedly wants to buy four — and 
Singapore, which has received US ap- 
proval to buy three, 

Itis not clear whether Singapore will get 
the E2C or the E2X. Informed sources 
confirmed that Washington had given the 
green light for the republic to buy the 
Hawkeye, but said a technical study was 
under way to determine how many of the 
aircraft the Singapore Air Force would 
need and what hardware they would 
carry. The sources said this study would 
take six to eight months to complete. 

Israel has four E2C Hawkeyes, and one 
source said he thought Israel's favourable 
experience with the aircraft had impressed 
other countries wanting to strengthen 
their air defences. "The Israelis find them 
very effective as a command and control 
aircraft, both for surveillance purposes 
and for their ability to control interceptor 
jets as they come up to meet an enemy," 
he said. 
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computer output 
everyone can see 


with General Electric 
Professional Large Screen 
Video Projection 


With General Electric's exclusive system for bright, sharp 
professional-quality pictures, up to 25 feet wide, General 
Electric Professional Large Screen Video Projectors are 
making presentations more dramatic, more productive, and 
more convenient. 

Whether videotape, live transmission, TV programming or 
data direct from your computer, the pictures projected can 
be seen by everyone in the room, all at once, even when 
room lighting is provided so viewers can take notes and 
refer to written material. 

The color projectors show every viewer the same accurate 
color reproduction. An exclusive General Electric System 
registers the colors for you, eliminating time-consuming 
manual adjustments. 

Portable and flexible, General Electric projectors are 
being used in a great variety of applications, including both 
rear and front projection. Ask our applications experts 
whether yours can be added to the growing list, which 
includes: 

Education: Medical, dental, engineering, computer science 
instruction. 

Business: Sales meetings, industrial training, product 
presentations, real-time display of computer-generated data, 
teleconferences. 

Aerospace and Defense: Situation displays, simulator 
training. 

Entertainment: Theatre television, closed-circuit TV events. 
overflow crowds, special effects. 

Television Production: Backgrounds for news programs, 
special effects, data display, program previewing. 

Call or write: General Electric Company, Video Display 
Equipment Operation, Electronics Park 6-206, Syracuse, NY 
13221. Phone: (315) 456-2152 


PRIME & MONEY MARKET 


IN THE BOARD ROOM at Mellon Bank, N.A. Pittsburgh, General 
Electric projector displays data for board review and discussion 








IN ENGINEERING: General Electric projector displays computer 
assisted design for Engineering Society of Detroit seminar 





IN GOVERNMENT: General Electric projector displays amendment for 
Florida State Senate to inspect before voting 


GENERAL GO ELECTRIC 
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Pact of 


> Loy : fF S 
Analysts discount the value of the Libya-North Korea 
treaty but there is scope in it for military mischief 


_ By Mike Tharp 


Tokyo: North Korea and Libva have 
signed an unprecedented treaty of alliance 
:that theoretically commits each nation to 
"come to the defence of the other if at- 
tacked by another country. Although 
analysts regard the treaty as a largely sym- 
bolic document it does provide a legal 
basis for extended military cooperation 
"between the two governments and for 
Tripoli to provide Pyongyang with equip- 
ment. 

North Korean President Kim I Sung 
-and Libyan leader Moammar Gaddafi 
signed the treaty of alliance, friendship 
and cooperation on November 2 during 
Gaddafi's five-day visit to Pyongyang. 
North Korea has previously signed 
friendship treaties with China and the 
Soviet Union, but the agreement with 


- Libya marks the first time Pyongyang has 


formally committed its assistance and sup- 
- port on military issues to another country. 

The treaty's 12 provisions and their 
anti-imperialist, anti-Zionist rhetoric are 
clearly aimed at the United States and Is- 
rael. The US Government had no im- 
mediate comment on the signing of the 
treaty, and Washington apparently has 





not sent guidance to its embassies on how 
to view it. That lack of response itself 
could indicate Washington's lack of con- 
cern over the document's contents. 

There are reasons to interpret the joint 
action as primarily a propaganda exercise. 
The leaders of both countries obviously 
enjoy extravagant displays of pomp and 
power. Both countries have also been iso- 
lated or ostracised from contacts with 
many governments, though both Kim and 
Gaddafi have long sought influence in the 
non-aligned movement. 

On the other hand, it would be equally 
unwise to underestimate the treaty's po- 
tential importance, Analysts often de- 
scribe the behaviour of Libya's and North 
Korea's leaders as irrational and unpre- 
dictable. That may be true in the case of 
Gaddafi, but Kim has shown shrewd cal- 
culation in carefully walking a diplomatic 
tightrope between the Soviet Union and 
China for years. 

Some of the treaty's provisions have 
particular military significance. Article 5, 
for instance, says: “If either of the con- 
tracting parties is subject to a threat or an 
aggression by imperialists and their min- 


Reach from the depths 


Moscow wants to arm its biggest submarines with 
its latest missile and deploy them in the Pacific 


By Michael Richardson 
Singapore: The Soviet Union is likely to 
deploy its most advanced and powerful 
‘nuclear submarines — the 175-m: Ty- 
phoon class — in the Pacific. The first of 
the class, the largest submarine yet built, 
displacing 25-30,000 tons underwater, was 
launched in September 1980. It has 20 
Jaunch tubes for SS-NX20 missiles which 
have a range of 8,000 kms and are de- 
signed to carry 12 nuclear warheads, each 
capable of striking a separate target. 
JA Pentagon spokesman said іп 
ashington on October 2 that four of 


К / Ahese missiles had been successfully test- 
i ^ fired from a Typhoon a few days previ- 


ч 


ously. They were launched from a point in 
the White Sea. Two landed on the Kam- 
chatka peninsula in Siberia and two hit 


test targets about 4,000 kms away in the- 


Pacific, east of Midway. 

The spokesman said United States de- 
fence officials believed the SS-NX20 was 
about to become operational. Other 
sources told the REVIEW they believed 
Moscow wanted the missile installed in the 
small but growing number of Typhoons in 


about 12 months. It is likely to be targeted’ 


primarily against the US. A senior Ameri- 
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can military official said he expected the 
Soviets to send Typhoons armed with the 
latest long-range missiles to “the deep 
mid-Pacific, North Pacific апа maybe 
even way up north. They want to: have a 
remote vast area in which they cannot be 
hunted down." 

There has been speculation that Ty- 
phoons might also use the South Pacific. 
But though the SS-NX20 had the range to 
reach the US from there, the official saw 
no reason for the Soviets to deploy them 
there "unless the areas up north got too 
well combed over" by American anti-sub- 
marine warfare wcapons. 

The US recently deployed the first of its 
most powerful nuclear-missile submarines 
— the 18,700-ton Ohio armed with 24 Tri- 
dent | missiles which have a range of 7,000 
kms — in the Pacific. The official said that 
as other Ohio class submarines became 
operational, they would be based at Ban- 
gor, Oregon, "and their patrol areas are 
going to be the vastness of the Pacific." 
The fourth of 14 of the class scheduled for 
completion by 1990 was launched on 
November 6. 

American naval officials regard the 










m 
Gaddafi: seeking influence. 


ions, the other party shall in every way 
render military and material support and 
aid to it, regarding this as a threat or an 
aggression against itself." 

Article 4 states that both countries 
"shall exchange military data and special- 
ists and each party shall strive to supply to 
the other party weapons not possessed by 
it." This has special meaning for Pyong- 


Typhoon as formidable because of its long 
range and the capacity of its missiles to 
travel long distances and strike widely 
scattered targets. The Typhoon is be- 
lieved to carry a total of between 140 and 
240 nuclear weapons on its 20 missiles. Al- 
though the range of the American Trident 
1 is about 1,000 kms less than that of the 
SS-NX20, the Ohio: class submarine is 
thought to carry more than 240 nuclear 
charges in independently targetable re- 
entry vehicles on its 24 missiles. 

In a speech in Hongkong in June, the 
commander of the US 7th Fleet, covering 
the western Pacific: апа Indian Ocean, 
Vice-Adm. Staser Holcomb, said the 
Soviet Pacific Fleet had 130 submarines — 
many more than the US had in the area. 
“The Soviet Union is building five or six 
times as many Submarines every year as 
the free world is building and that means 
that the submarine force of the Soviet 
Pacific Fleet is modernising with nuclear 
attack. submarines and nuclear ballistic 
missile submarines at à very steady and 
fast rate." 


B: he suggested that Soviet subma- 
rines were more vulnerable to attack 
than those of the US because the 75-ship 
7th Fleet was much better at anti-sub- 
marine warfare than was the 500-ship 
Soviet Pacific Fleet. However, in Can- 
berra in November, visiting US Defence 
Secretary Caspar Weinberger noted 
that the Typhoon was quieter and faster 





has gained through 
the Middle East. Pone 
and North Kore 


than it dts ipredecésiheii He енне itas “а 
very, very capable submarine." | 

„М his Hongkong speech, Holcomb 
‘stated that one of Washington's major 
goals was to regain maritime superiority 


over the Soviet Union. Shortly after- 
wards, the chief of the Soviet navy said 
Moscow had developed a submarine mis- 
sile system which guaranteed the Soviets 
the ability to ret if they were at- 


the Soviet party | 


to blame if the US was now bri by: 


Soviet submarines as y these: had Been п des 


giles could бозау ам: tobase andy mai 
tain full coverage of targets in the Sovi 4 
‘Union. Acceptance of Moscow's propo- 


` sals would substantially redu. 
5 





Philippine. defence officials announce new-measures 
to curb abuses of powst among soldiers and policemen. 


Ву Sheilah Ocampo 


` Manila: High-ranking Philip; 
officials anounced. last-w 


“äp , 
| diers shd policemen who violate laws an 
| local ordinances, especially aga 

who commit crimes in the na 


hilippine Constabulary 
én. Fidel Ramos, who is à 


chief of staff of the Armed Fore 
Philippines (AFP), established. a general | 

| court martial-on November 15 to handle 
Cases of erring soldiers and policemen. 
The move came after President Ferdinand 

Marcos signed a decree on October 4 or- 

, dering the trial by court martial of mem- 


bers of the integrated national. police as 


_wellas AFP members. Cases unrelated to. 


military activity which are not arraigned 
quickly in civil courts will now be transfer- 
red to the new military court: 

On. November 20, Defence Minister 
Juan. Ponce. Enrile bolstered the 
crackdown on m 
soldiers and policemen by banning all ex- 
cept those acting under orders from enter- 
ing public drinking places. such as night- 


clubs; discos and beer- houses. This action 
follows a spate of violence involving 


drunken soldiers and policemen. 
The National Police Commission has 
said that more thar 11,000 policemen and 





isbehaving uniformed 


firemen charged with nies d 


since 1966 have bee 


ае бенен. 61% o ue 


ече? а ong soldi 
..He said mili 


hanian rights: 

» Certain elements of the 200 
AFP and some paramilitary units 
been accused of indiscrimi 


surgency by Amnesty Internati 


London-based human-rights gr 


group said the frequency andg 


Jdeged offences — ‘ranging. fr 
pearances" to arbitrary killing 


— remains unabated despi 
ing of martial law last year. 
Forty-nine | new allegations we © 
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PERSONAL FINANCIAL PLANNING SERVICES: 
Offered By 


KLEINWORT, BENSON 


inHongKong 


° Advice to residents ofthe region on protectin: assets 


`. Sure to income and capital gains taxes. 


iversificetion of investments! into other counties or 


gions of the world including advice on Structuring) interna’ onal investments: Such as real estate 
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.... people who were only ted о 
| government acts. Its assessment, con- 
| tained in a 127-page report, embarrassed 
| the Marcos government, which has re- 

peatedly said political calm has now been 
- restored. Amnesty stated that while the 
| number of Philippine political prisoners 
| has been reduced to about 1,000, com- 
|... pared with more than 50,000 immediately 
| . after martial law was declared in 1972, the 
|... number of alleged cases of disappearances 
| and indiscriminate killings of non-combat- 
- - ants has become alarming. 


EM rom November 11-28 last year, a three- 
man Amnesty mission toured the Phi- 
lippines’ most volatile political areas 
Ё ac where government troops are fighting the 
_ outlawed New Peoples Army — the 
Ka armed wing of the Communist Party ofthe 
20 - Philippines. Amnesty said its investiga- 
. tions confirmed 26 cases of arbitrary kil- 
` lings, some of which were multiple mur- 
= ders believed carried out by government 
agents and paramilitary units with govern- 
ment sanction. Amnesty also said it con- 
_ firmed 32 cases in which torture was al- 
— Jeged. Of these, 12 of the victims were 
later executed and six "disappeared." 
| — It said most of the cases it investigated 
E involved national security; victims of al- 
| leged military abuses were selected be- 
| — cause of participation in non-violent ac- 
| tivities such as trade union organising, а 
_ movement to boycott the June 1981 presi- 
E dential election or membership in church- 
Pe sponsored social-action groups. The cases 
—— were drawn from all but two of the coun- 
- — trys 14 military regions. They constituted 
Only a small proportion of the number of 
cases reported to Amnesty's headquar- 
ters. . - 
The human-rights organisation also said 
that the legal mechanism for redressing 
grievances against the military was inef- 
ctive. In most cases, it observed, victims 
` ‘and their families were afraid to seek the 
-. -government's help for fear of reprisal 
from the offending party. Since the impo- 
_ sition of martial law, there have been only 
_ two known cases of military men who 
were court-martialled and penalised for 
abusive acts. 

Political observers believe that 
| - joopholes in the present legal system may 
| have emboldened some soldiers and 
policemen to abuse their power. In the 
past, the government has denied that de- 
tainees were tortured. However, official 
statistics more recently released by the 
Defence Ministry confirm that military 
abuses have occurred, as reported by sev- 
eral human-rights groups. 

For instance, in 1976 Marcos was 
— quoted as saying that 2,700 military per- 
-. sonnel were disciplined for mistreating de- 
tainees. In his book Five Years of the New 
| Society, written in 1978, Marcos said 

2,083 soldiers were "dismissed and 
fe penalised" for various offences. In 
January 1981 when he lifted martial law, 
— Marcos announced that more than 8,800 
; officers and men had been dismissed from 
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Manila: Moderate opponents of the gov- 
ernment are urging President Ferdinand 
Marcos to accept a proposal for national 
reconciliation. The plan calls for the for- 
mation of a commission made up of op- 
positionists and Marcos appointees which 
would implement five measures the mod- 
erates” believe would avert further 
radicalisation of Filipinos. 

The proposal was presented to Marcos 
on October 16 by Salvador Laurel, presi- 
dent of the United Nationalist Democratic 
Organisation (Unido). This is an umbrella 
organisation of various political groups 
and individuals opposed: to the govern- 
ment. Marcos has yet to respond to 
Unido's plan. Laurel told the REVIEW that 





Laurel: no response. 


the commission, which would be known as 
the preparatory commission for national 
reconciliation and unification, would 
serve for one year as an extra-constitu- 
tional body. 

The commission would have six mem- 
bers — three from Marcos’ Kilusang 
Bagong Lipunan (New Society Movement 
— KBL) and three representing Unido — 
who would be chosen jointly by KBL and 
Unido leaders and would be ineligible to 
run for president or vice-president of the 
Philippines. During its tenure, the com- 
mission would maintain law and order, 
work for an unconditional general am- 
nesty for political offenders, revise the 
constitution, hold a free, orderly and hon- 
est election, and conduct the day-to-day 
business of government, 

Proposed constitutional revisions in- 
clude: the elimination of provisions that 
grant the president immunity from pro- 
secution; provision for a vice-presidency 


TEOR 


The oppos osition makes propo osals which would solve the crucial 
succession issue by making provision for a vice-president 


со 









to solve. the country's succession: issue; 
provisions to put elections of national as- 
semblymen on a district rather than a re- 
gional basis; removal of the president's 
power to legislate; and elimination of the 
power of non-judicial officers to issue war- 
rants of arrest and seizure. 

The commission appears to be the op- 
position's counter-proposal to Marcos’ 15- 
member Executive Committee, which was 
formed after last year’s April 7 national 
plebiscite. But the Executive Committee, 
headed by Prime Minister Cesar Virata, is 
an interim body vested only with succes- 
sion powers in the event of the president's 
"permanent disability, death, removal 
from office or resignation." Only 10 mem- 
bers, mostly cabinét members, have been 
installed оп the committee, with the re- 
maining seats léft open conditionally for 
the opposition. 


Dons sources told the REVIEW 
that political stability in the Philippjnes 
was discussed during talks between Mar- 
cos and United States officials when the 
Philippine president was in Washington 
for a state visit in September. US officials 
have indicated to Marcos that steps should 
be taken to stabilise the country's political 
situation, perhaps in part by forming a 
coalition between the present government 
and at least some opposition elements. 
US officials also have implied to Marcos 
that his Executive Committee should have 
members drawn not only from his ruling 
party, but also from the opposition. Unido 
leaders said that any appointments to the 
Executive Committee might appear to be 
those of Marcos supporters. They said, 
however, that their proposed commission 
of jointly agreed members drawn from 
both the government and opposition 
camps would clearly be seen as both 
groups meeting one another half-way. 
The Unido proposal would also allow 
former senator Benigno Aquino to return 
to the Philippines from the US, where he 
has been living in exile since heart surgery 
there in 1980. Under a general amnesty af- 
forded political offenders in Unido's plan, 


.the death sentence ‘handed down on 


Aquino in 1977 by a martial-law court for 
his alleged involvement in murder and for 
possessing firearms, would be suspended. 
Should Marcos grant the amnesty, 
Aquino might return home to participate 
in Unido's commission, Laurel said. 

Although there is no word from Marcos 
on whether Unido's proposal will even be 
considered by the government, opposition 
leaders are not sitting idly by waiting for a 
response. They are barnstorming the 
countryside in an effort to gain support for 
the commission and for the programmes 
they hope it will carry forward. 
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OVERVIEW 


Now to the 
knowledge- 
intensive 
society 


Г the 15th century, the Japanese calligraphy master Sesshu 





was commissioned to work his magic on the walls of the new 

palace of one of the Chinese Ming emperors. To prepare for 
his task, Sesshu is said to have spent six years painting the same 
scenes over and over on the walls of his studio. When he finally 
went to China and to the Ming palace, his brushes flew across the 
new surfaces and he finished the job in a matter of hours. 

In some ways, that has been the key to industrial Japan: excel- 
lence through repetition. Prof. Yoshi Tsurumi, who teaches at 
Baruch € "'ollege in New York, describes three kinds of modern 
technology: product-related technology, production process-re- 
lated technology and institution-related technology. The first 
emanates from identifiable products which are new to the firm, 
he writes. The second originates in identifiable manufacturing 
processes and is often proprietary to one company. The third re- 
sults from a firm's organisational expertise developed through 
use of a specific technology related to the first two technologies 
by an innovative firm. 

Japanese industry has been adept at all three technologies and 
they have launched Japan to Ре edge of what is commonly call- 
ed the post-industrial society. Japanese society today is one in 
which the majority of the labour force is not only removed 
from primary (mainly agricultural) pursuits, but also from 
secondary or industrial employment. In his book, Japan: Profile 
of a Post-industrial Power, Ardath W. Burks claims that the 
majority of the Japanese labour force is now engaged in the ter- 
tiary or service sector. 

He says the Japanese experience represents a unique example 
“of conversion from the traditional agrarian to the modern in- 
dustrial style." He adds that Japanese levels of capital accumula- 
tion and mass consumption now indicate a move from labour- 
and capital-intensive to what the Japanese fondly call know- 
ledge-intensive. Japan, in other words, is on the verge of becom- 
ing the first post-industrial state in the world. 

The main Japanese targets confirm this trend towards know- 
ledge-intensive development. Earlier this year, an advisory 
body to the Agency of Science and Technology submitted a re- 
port entitled Measures for Sophistication of Electronic 
Technologies for Application to Field Advanced Technologies. 
This report outlined eight fields in which advanced technology 
would play a dominant role in the 1980s. They are nuclear fu- 
sion, space, aeronautical engineering, marine development, 
medical technologies, data-processing technologies, extremity 
science (related to super-high and super-low temperatures) and 
basic science. 

Further, the report targets the following areas for develop- 
ment: reversible photosensitive materials, organic photocon- 
Japanese pragmatists at sea: dung on their Guccis ductive materials, magneto-optic materials, super dielectric ma- 
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terials for optical integration circuits, amorphous materials, 
hyperfine power materials and super-thin membrane materials. 

In terms of systems technologies, Japan will target super-high- 
speed computers featuring supersonic arithmetic speeds, super- 
large-capacity data-base machines, intelligent data-processing 
computers that incorporate both reasoning and conversational 
functions and a wide range of electronics, digital communica- 
tions and robotic systems. 

Most of us do not know what any of this means, let alone have 
the vision, or the gall, to align these futuristic notions as na- 
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tional goals. But that is just what the Japanese Government is 
doing with the blessing and help of Japanese industry. The main 
impetus for this comes from the Ministry of International Trade 
and Industry's (Miti) now-famous Vision of the Industrial Struc- 
ture of Japan in the 1980s. 

That report posited three general goals for Japan: 

@ making contributions to the world community worthy of an 
economic power which enjoys a 10% share of the world's total 
economic activities; 

€ overcoming resource and energy constraints in which 8996 
of energy and 55% of food requirements come from overseas 
sources; 

e attaining a dynamic society while improving the quality and 
comfort of life. 

It is far from certain whether these goals will ever be anything 
more than visionary targets whipped up to justify bureaucratic 
existence and budgets. In addition, the threat of Japanese com- 
petitiveness in many knowledge-intensive or post-industrial 
fields has been wildly exaggerated and grossly overestimated. 
One of the most famous examples is the so-called fifth-genera- 
tion computer. This is Japan’s well-publicised plan to develop 
the world’s most sophisticated artificial intelligence system some 
time before the end of the century. 

However, there are several reasons to doubt whether the 
SGC, as it is known, will ever meet either the expectations of its 
organisers or the fears of its overseas competitors. As planned 
now, the project is too derivative, too ambitious and too am- 
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impe 

ject — like the'thrce-year very-large-scale integrated circuit p 
ject which епде їп 1980 prise > to mes 's Ministey of 
Finance in order to-maintain the same rate of landing: "i 

Nevertheless, the. most important point for foreign com- 
petitors of Japan isthat the government and private sector do 
og, have some kind vf tong-range plan, some vision of the fu- 
ture. Miti and oth ernment agencies have been wrong 












in the past at least asmuc they have been right, but they 
have provided an i | road map so companies can 
work according to a Plin however vague. 


Moreover, many of tI» areas generally included in dis- 
cussions on Japan's post-itdustrial society are fields which 
will affect Japanese trade am investment patterns. Many of 
the products mentioned PreVhusly are not materials-inten- 
sive but they are people-intense. Obviously, Japan must’ 
import most materials but its kKhour force is widely re- 
garded as the biggest, most tightly4isciplined іп the world, 
If people become the most valuable-esource required by a 
post-industrial state, Japan will ter positioned than 
any other advanced nation. 

Takeuchi Hiroshi of the Long-Tet, Credit Bank’s 
economic research division suggests then. are three main 
areas with considerable potential for rapit technological 
progress by Japan. They are electronics, non-oil and 
energy-saving technology and — finally — Seral living 
conditions. All three presume a much heavier ‘liance on 
human resources rather than raw materials. 

To foreign residents of Japan who have repeat, ob. 
served native Japanese squatting bewildered by suclrrimi. 
tive contraptions as ticket-dispensing machines 4 na 
elevators, the notion that the nation will soon enter a Pt- 
industrial age may seem far-fetched. After all, it ha IEN 
only one generation since most Japanese moved from Tui 
areas to the urban sprawls of modern Japan. ^ 

But the Japanese have several natural advantages whith 
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pact island chain. Population density is high as are educa- 
tional and income levels. More important, the government 
and private sector together believe in the post-industrial 
age. 

The Japanese people themselves may wander into it, 
somewhat dazed and with figurative dung on their Gucci 
shoes. But once they realise the historical circumstances 
facing them, they will adjust and prosper for their pragmatism 
is their strongest trait of all. 


SS LE m P TRU р P ut 
This FOCUS was written in Japan by Mike Tharp (Overview, 
Case History 1 and Information Network System), Hikaru 
Kerns (Retailing and Heavy Industry); Gene Gregory 
(Programming, Cosmo 80, Database Services, Mitsubishi 
and Case Histories 2 and 3); and Eiko Shinotsuka 
(Women at Work). 
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е SGC came mainly from the need fora pro- — 


coùld allow them to make the transition. They are, 
homogeneous, all 117 million of them packed into a com- ` 
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Hard facts 


is'fémonstrated that 


; ver since Japanese computer makers, 
|е Е they could match IBM's best offérirfgs almost a decade 


ago it has been generally obser fiat, while the Japan- 
ac 


ese excel at hardware design and manufacture, they are less ac- 


` complished in the production of softwatt: and much evidence 


seemed to sustain this observation.“ 2 SA 

The development of the software inhiistry, as a distinct sector 
with viable independent producers, antil recently has been less 
than remarkable. Software houses Japan are still small in size 
with the top 150 having, on avers, fewer than 100 employees 
and an annual turnover of little rore than US$3.8 million, while 
the production of packaged sotware has been almost non-exis- 


` ` tent. Moreover, the Fujitsu /ecision, in 1973, to adopt a plug- 
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_ was als at best a gross 
© overgplitication obscur- 
К in 


Ld computer industry 
m rs as more of a threat 
| than an opportunity. 


_ packaging of the product, 


compatible machine (PCM) strategy producing computers for 
world markets that use [3M software, seemed to endorse the 


common view that the Јапеѕе industry was lagging in this criti- 
cal area of data proceSing by a gap of at least 10 years. The 
"Japscam affair in theJnited 
States earlier this уйг — !n- 
volving Hitachi n°" spying 

` on the US comiter indus- 
try —tended v confirm this 


construction s 
But as is (ten the case in 


the hazolous game of 
gapolo this perception 


se actual state of af- 
2. At worst, it was calcu- 

120 to console those for 
‹; -fiom the advance of the Ja- 


In fact, past assessments 
Japanese software 
technology have fallen foul 
of three common fallacies. 
The focus of attention has 
been on the form of indus- 
trial organisation and the 


rather than on the substance 
and application of the 
technology. Since the West- 
ern form — taken as stand- 
ard for the industry — was 
notably absent, it was as- , 
sumed therefore that Japanese technology was retarded and — 
perhaps the most serious error — it has been further assumed 
that what is not readily susceptible to mathematical measure must 
‘not exist. Now, suddenly, in ashort span of two to three years — 
as in so many other industries — the 10-year software gap seems 
to have all but vanished. 

In retrospect, it has become quite clear that the remarkable 
Japanese achievements in computer applications, as well as the 
rapid advance of Japanese computer manufacturers, are as 
much the result of mastering software engineering as hardware 


' production. 


Japanese superiority in industry after industry — steel, ship- 
building, motor-industry production, consumer electronics, fine 
optics — has been due largely to the world's most advanced com- 
puter systems designs, mainly by Japanese software engineers. 
Nor, of course, is this a recent phenomenon. The shinkansen 
bullet-train that has been the epitome of railway systems since 
1964 would have been impossible but for ingenuity in software 
engineering. Likewise, since 1964 Japanese banking has led the 
world in the development of on-line computer systems which 
now link all major commercial banks in a single national com- 
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about Japanese software 


puter network, a formidable achievement in large-scale com- 
puter software engineering that may not be as dramatic as а 
moon-landing but is at least as significant for the prowess and 
progress of the economy. 

In other aspects of industry, the lag theory is no more helpful 
in explaining the Japanese reality. If Japanese industry today 
employs approximately 70% of the world's robot population, it 
is most certainly not due to superiority in the production of robot 
hardware: some of the world's most advanced robots are still de- 
signed and manufactured in the US. The unexcelled ability to 
use robots entails, among other things, a keen capacity for 
software systems engineering. It is also patently obvious, on cur- 
sory observation, that the remarkable achievements of Japanese 
industry in quality control are essentially the result of prowess in 
software applications. 

To say that Japanese industry lags in software engineering but 
leads the world in production efficiency, robotics and quality 


Hitachi spy scandal: Japanese electronics executives and Federal agents. 





control is a bald contradiction where bold perspicacity is most 
important. 

The reality is that, far from suffering any inherent cultural or 
social handicap in software engineering, as is often suggested by 
those who hold to the gap theory, Japanese industry has a 
proved record of innovation in the design and application of 
complex software systems. What is different about the software 
industry in Japan is its organisational structure, which tends to 
Obscure the visibility of software production and renders it more 
difficult to define and to measure. 

Partly for historical reasons but chiefly due to the nature of Ja- 
panese industrial organisation and management systems, 
software engineering differs from its US and European counter- 
parts both in its locus and content. Although basic software for 
computer-operating systems is usually designed and developed 
by mainframe makers, as in the US and Europe, applications 
software is produced mainly by the users and secondarily by the 
computer manufacturers. Rather than rely on software pack- 
ages of outside consultants, Japanese users prefer to tailor 
software to specific needs involving from the outset those who 
will be responsible for its use and maintenance. - 
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Historically, Japanese industry began designing complex 
software systems before Japanese computer-hardware makers 
had reached maturity. The first large-scale computers employed 
in Japan were IBM and Univac machines, which were engaged 
in the development of advanced steelmaking, shipbuilding and 
on-line computerised banking technology. · Applications 
software was neither available in the US nor applicable to 
the needs of Japanese users, making it necessary to develop in- 
house software engineering capabilities and organisational 
structures. 

The preference for in-house, custom-tailored applications 
software was not purely circumstantial, however. In general, 
Japanese are not inclined to pursue universal solutions to prob- 
lems: specific situations require specific action. Thus, Japanese 
managers reject packaged applications software. preferring to 
design systems for their particular needs. In this w ay they seek to 
adapt the computer to the job, the organisation and to the hu- 
mans who will use it, rather than fit these vital concerns to a pre- 
conceived ready-made applications formula. 

In the short run, of course, this costs more. In means main- 
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taining a sizabjdsin-house software Organisation with high fixéd 
labour costs) iled by Japanese lifetime employment prac- 
tices. But the оп гип benefits ате compelling. Custom-made 
applications software tends to be more reliable. Since it can be 
designed and developed under strict quality control conditions, 
the software tends to Have fewer bugs, thus reducing or obviat- 
ing lengthy and cosy debugging procedures. Not only is appli- 
cations software tailored to the job more likely to assure higher 
performance efficiency, but involvement of those who will use 
the system in its designtends to render its use more effective. 
The man-machine interfate is so arranged to reinsure the reality 
and sense of human másfery' of the computer and other 
machines it may manipulate: As a result, maintenance of the sys- 
tem by in-house engineers teris to be more efficient and effec- 
tive, reducing the life-cycle COStof the software. 

Three factors which have ѕһар& the US software industry are 
notably absent in Japan. The latg&t customer for software en- 
gineering services inthe US is the £Oernment, especially the de- 
fence and aerospace establishments which, for a variety of 
reasons, fill much of their software nets by relying on private 
contractors. Private users, operating unà, short-term perform- 
ance constraints, have tended to opt for SGtware packages with 
the best immediate cost-benefit ratios and, се IBM has a pre- 
dominant position in the hardware market *counting for 70- 
8076 of the total US computer park, IBM SOware engineers 
often find they can do better by resigning to €stiiish their inde- 
pendent software operations to design packages Obrovide con- 
sulting services for users of IBM equipment. 

Since Japanese management tends to give more іт}, хапсе to 
long-run performance considerations and neither £0*rnment 
expenditures for external software services nor IBM's aarket 
position provide the kind of inducement they do in the Û t 
software industry has developed along quite different stru ral 
lines in Japan. ; 
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gest number of software engineers and pro- 
‘employed by computer and are therefore 
identify statistically. According to the latest 
tional Trade and Industry (Miti) survey of 
Japan, the 5,272 users covered in its sample 
people in software activities or an average of 
pany. But this is only a fraction of the total em- 
` plo irf software by computer users. A recent Fujitsu cus- 
` tomer Vey revealed that the average number of data process- 
-ing sonnel required for its medium- and large-scale M series 
ters in 78 companies was 134 systems analysts and pro- 
| ‚ If this is taken as an average only for the 3,324 large- 
computers in operation in Japan as of September 1981, 
'rs would require more than 445,000 data-processing person- 
. mel: and this would not include those software engineers and 
( progi ammers required by the remaining 10,319 medium-sized 
and 29,380 minicomputers in operation at the time of the survey. 
— A Noone seems to know just how many software engineers and 
i programmers are employed by computer users in Japan. What is 
| Clear, however, is that the shortage of such personnel is acute 
| and has reached crisis proportions. As Sakae Shimizu, manager 
| Of the technology development department at Toshiba's central 
. research laboratories noted recently: “If we have to increase 
software engineers at the present rate, all the 
. planet will be turned into software engineers in a few years. This 
—. Of course is impossible, for we have to develop new software 
= technology to avoid this.” 
v In the meantime, users have resorted to establishing their own 

























= Captive software subsidiaries and contracting with so-called de- 
| dicated software houses which supply them with programmers 
. and other personnel to supplement their permanent software 
. employees. This organisational arrangement enables users to 
` create and implement nearly 90% of their applications program- 
. mes with their own software personnel and programmers. 
- . Another 7% is contracted with independent software houses 
. . and computer makers to provide the remaining 6% of their ap- 
| plications software needs. 
Л Although the aggregate expenditure for outside software ser- 
` vices by users has been running only at about 15% of their total 
. data-processing outlays, captive subsidiaries of large computer 
_ users are among the 40 largest data-processing firms in Japan. 
К, Mitsui Knowledge Industry, Sumisho Computer Service and 
- 









.. MSK Systems — subsidiaries of Mitsui, Sumitomo and Mitsu- 
= bishi € shosha (trading companies) — rank 14th, 17th and 
- 21st іп the industry. Nomura Computer System, a creature of 
_ the largest Japanese securities house, ranks third among the 
_ largest information service companies and Daiwa Computer 
| Service, a subsidiary of Daiwa Securities, is 23rd. Major banks, 
steelmakers and private railway ue have also established 
separate computer service subsidiaries that are now counted 
among the top 40 in the industry. 
50 













ople on the, 










on anies alone. 
е! егргі: T nas п Chin -tool makers, now 
riding the wave of factory automation, are compelled to estab- 
lish special software subsidiaries and use outside subcontractors 
to meet their expanding software requirements. One such tool- 
maker, Toyota Machinery Works, now employs 50-60 software 
engineers but needs 100 more. To obtain them, the company is 
contemplating establishment of its own software house. 


ser preference for custom software has shaped the in- 

E ] dustry in still another important way. In order to sell 
the hardware, fiercely competing mainframers offer not 

only systems and utility software but also provide assistance in 
developing applications software — all free of charge. In order 
to provide these services, there has been a rapid development of 
software activities within the major computer makers, each of 
which employs between 3-6,000 software engineers and pro- 
grammers in-house. In addition, to meet the burgeoning demand, 
in recent years they have established a bevy of software houses 
and employ large numbers of subcontractors throughout Japan. 
NEC currently employs 3,000 software specialists in the com- 


' pany and another 3,000 in 11 dedicated software subsidiaries 


working solely for the parent company. Three of these sub- 
sidiaries — NEC Software, NEC Information Service and Nip- 
pon System Development — rank among the 40 top data-pro- 
cessing companies in the country. The others, distributed geo- 
graphically in various domestic sales regions, provide software 
support to NEC computer users. 

Supplementing this permanent organisation are 4,000 more 
software engineers and programmers supplied by 250-odd sub- 
contractors. Most of these 4,000 outsiders work inside NEC, 
supplementing the permanent software staff. For the most part, 
these contract workers are programmers working under tfie 
supervision of permanent personnel, performing more labour- 
intensive tasks. 

NEC, now No. 3 computer company in Japan after Fujitsu 
and IBM Japan, has not followed Fujitsu Abd. Hitachi in their 
PCM strategy. Instead, NEC relies wholly on software of its own 
design and gains market share precisely because it is impervi- 
ous to IBM's strategies of technological change aimed at the 
plug-compatible manufacturers. NEC firmware-based operat- 
ing system used in the current ACOS computer models is equal 
to IBM's latest technology and the large ty of general pur- 
pose software systems which the company offers is finding a 
growing market in Japan and abroad. Numerical programmes — 
such as process control, econometric modelling, scientific calcu- 
lations and operations research — are quite advanced, while text 
processing and general business programmes tend to be less de- 
veloped because of difficulties of the Japanese language and the 
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i , ployed кот systems 
ment and implementatio à ; at the 
ystems laboratory in Kamat: 

ware while 3,000 more syste 


ts work performed forf 
it maint 


grammers who did not work merely as temporary 
upport. however, but were assigned specific tasks 
itachi organisation to augment technical strength of 
mpany while minimising business risks. Now the 


ions not ony has as one of ifs major ac- |. | 
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tain better productivity." 
Since people are the heart of : ftware 
to quality control and higher productivi 


< of teamwork. “Team members who : 
- collective wisdom, far more effective than individuals ‘workifig 


alone,” Mizuno notes, “so we are encouragir gt e formation of 
voluntary software quality control [SWOC] cir 

personal and team capability and build quality into all « 

the software development process.” The NEC SWQC inf 
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to involve the 
provement. 

HSE has an independent quality assurance division which 
aims to achieve the same objectives. To assure software quality, 
the division’s engineers conduct extensive statistical testing dur- 
ing the software debugging stage. Using empirical data and 
statistical analysis, they provide feedback for the implementa- 
tion group to enrich their test conditions to elminate error. HSE 
also encourages employee participation in this process through 
SWOQC circles as an important element in increasing product- 
ivity and improving quality. Realising that productivity is gener- 
ally preceded by improvement in individual capabilities, HSE 
makes a major educational investment in its employees — an in- 
vestment that pays off in employee loyalty. The annual 3.2% 
personnel turnover at HSE, significantly below the Japanese in- 
dustrial average of 5.8%, itself is rated highly as an element in 
the company’s overall effort to boost productivity. 


ty-control programmesare not possible. However, general- 
ly software houses form a hierarchical structure with 
software divisions of mainframers and users at the top. Users im- 
plement their software systems internally with the help of pro- 
grammers supplied by the bodyshop type of software house — 
those which make it their business to supply supplementary 
data-processing personnel. But users account for only 40% of 
the aggregate revenue of Japan’s 2,000-odd software houses: the 
larger part of their business (approximately 60%) is derived 
from the six mainframers. Most software houses work primarily 
for one of the major computer makers: of their total number, 
90% are small firms with an average of 30 programmers. The 
larger software houses, with revenues exceeding US$10 million, 
are — except for a few independents — subsidiaries of the main- 
framers or large users. 
Entry by new firms is relatively easy as capital requirements 
are negligible. “All you need to establish a software house these 
days,” quips Mizuno, “is a desk, a chair and four or five pro- 


F: most software houses such extensive training and quali- 





At underground meetings, the data- 
processing staff reassessed the situation, 
equipped with simulation models on the 
future of software and other data-ser- 
vices markets. The decision was made to 
continue service to clients whose confi- 
dence they had won on their own. Once 
assured of support by their major clients, 
Usui led the exodus with his resignation 
in April 1981. 

With a third of the new company’s 
#200 million capital subscribed by the 84 
THI dissidents and the remainder taken 
by client companies at the time of estab- 
lishment, the success of Cosmo was all 
but guaranteed from the outset. With a 
substantial cash flow almost instantane- 
ously generated, as quickly as the or- 
ganisation could be put in place the new 
company could envisage sales of ¥20 bil- 
lion and a workforce of 2,000 in just five 
years. 

In, the first year, the staff was in- 
creased to 120 professionals and made 
important acquisitions in anticipation of a strategic diversifica- 
tion into ioe ea “We cannot live on software alone,” Usui 
maintains, “We must take advantage of rapid changes in tele- 
communications technology. Nippon Telegraph. and Tele- 
phone's new digital information network system will require a 
vast array of new terminals for home and office. This will be a 
very good market and we expect to have a piece of it." 

In May this year word was out that Cosmo 80 had acquired а 
third of the equity of Olympic Fishing Tackle Co., wresting it 
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Usui: "we are user-oriented.’ 





гапа we fully intend to be among the survivors.” 


‘Activities was more than five — 
wth rates mounting as high аѕ 1. 
ever, employment іп the in- 
» which means that product- E: 





60% during this same period. 
dustry scarcely doubled to 105, 
ivity rose a remarkable 2.5 times Ge. at least in TW 
control. and productivity-improveyent eia MI the 
mainframers. \ ‘ae 
The outlook now is for a 10-fold incf«se in Ja sofware 
production in the 1980s, rising to at leasmeouriliton at rne | 
the decade: and if productivity continueso improve at present. 
rates, output in 1990 could be considerablwjsher still. 






uch depends on how the critical mapower problem 
now confronting the entire industry resolved. The — - 
shortage of software engineers has reayed crisis pro 
portions and is steadily growing worse. According the Indus- ^. 
trial Structures Council, a Miti advisory organ, the will be a —— 
shortage of as many as 179,000 computer specialists Б, iggs and 
the Japan Software Industry Association (JSIA) is wh an 
even greater shortfall. : : A odi 
Both Miti and JSIA, through its software technology Comit — 


tee, have programmes to improve the training and profess.) — — 
competence of software systems engineers. The institute Oye m. 


„free from the influence of Mitsubishi to — 
enter into an arrangement for the pro- | 
duction of computer terminals. К 

In fact, it was Mitsubishi which intro- — 

' duced Olympic to Cosmo to open the - 
way for diversification of its long-time _ 
supplier's precision machining activities _ 
and negotiations were finalised in A а 
gust. Olympic, which had been over-ex- — | 
tended and had paid no dividend since — 
1978, suddenly attracted wave after | 

wave of buyers pushing up its stock _ 

which had been languishing below X 100 — 

a share for several years. E- | 

Two months later, in October, Cosmo 

80 made its second acquisition, this - 

time Hokushin Keiso, the lacklustre - 

instrumentation subsidiary of Hoku- _ 
shin Electric. Then, when rumours — 
swept through the market that Cosmo 

80 had concluded ties with Towa Sanki- _ 

den Co., a leading electronic cash re- - 

gister manufacturer, for the distribution — 
of hardware, Towa's shares soared 90% — 
in three weeks from ¥395 to Y 739. US 
Usui's logic is clear and compelling. “Cosmo 80 is a software _ 
house with a difference," he insists. "Most are simply body- 
shops, supplying computer-makers with supplementary pro- - 
grammers but we're user-oriented. Sooner or later there willbe — 

a shake out and only those firms with high technology will sur- . 

vive. The new kind of diversified computer service company will — 

have three legs — software, hardware and communications — 
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^. Another major growth opportuni- 
- ty is in the sale of hardware/software 


_ tering this field. Growth, especially in 
_ the sales of systems using personal computers, is expected to ex- 


formation Technology, established by Miti in 197 У7һаз focus 
its resources on the мей of high-level enginé@rs and senior 
programmers with a solid background in on-the-job experience. 
These trainees return to their original companies — users, main- 
framers or software houses — where. tbéy' participate in the 


`` devel ment of junior engineers and programmers. The larger 
có companies seldom employ.experiénced people. Since 


computer science departments, of course: are rare — and not 
ашаса in high schools and colleges new recruits gener- 
ally receive two months' training programming before assign- 
ment to relevant departments tor four months of on-the-job 


1 


` training. Engineers and programime's are required to attend 


riodic refresher courses to keep @reast of new technologies 
end broaden their Keomo anh ey may even be given the 
0 nity to leave their jobs to (иду abroad for a year or two. 
ut development of human $8 in this rapidly changing field 
of technology is a lengthy and 05у process. As software deve- 
lopment costs rise, one obviofs solution which software mana- 
gers are forced to consider! maximising the use of existing 
software, avoiding the de€lopment 
of redundant new syste’s. An in- 
creasing share of the 9tal cost of 
users’ data-processing “Visions is for 
software maintenan“ and less for 
new software syste$ development. 
More computer »ers are now de- 
nding on incPendent software 
ouses for the €velopment of high- 
cost, customéPPlications software 
and those 4ckages which enable 
them to sa» electronic data-process- 
ing manp^€r are gaining popularity. 
Comput“ Users are coming to realise 
that th, Cost as well as time saving in 
rcpSing a software product rather 
thaxdeveloping a custom system can 
rade from 50-90%. In the words of 
"C's software guru, Mizuno: “The 
: Jos will see the dawn of the golden 
age of packaged software in Japan." 


systems, commonly known in the 
business as turnkey system or system 
package supply. As it becomes easier 
and cheaper to buy the components 
of a computer system to assemble the 
hardware and package it with soft- 
ware, more software houses are en- 


ceed 20% annually for the remainder of the decade. 

Quite apart from measures to improve the efficiency of the 
software industry at home, mainframers and software houses 
have embarked on some novel forms of international coopera- 
tion which will be harbingers of things to come. 

» Last year, a JSIA delegation to mainland China, headed by 
association chairman Tadashi Hattori, submitted a plan to Vice- 
Premier Fang Yi for the training of Chinese students by Japan- 
ese software engineers. Graduates of these special training pro- 
grammes would be engaged to make computer programmes for 
Japanese computer makers and software houses. Accordingly, 
both Fujitsu and NEC plan to open software training centres in 
several Chinese cities and Fujitsu has begun negotiations on a 
joint venture with the Chinese Science Commission of Tianjin 
for the development of a computer hardware and software sys- 
tem for the Chinese languge. Anticipating this development, 
Sord Computer Systems, the feisty personal computer maker, 
has already trained five Chinese software engineers and engaged 


, the services of a Chinese software specialist to design software at 


the company's Tokyo headquarters. 
» Computer Applications Corp. (CAC), a leading indepen- 
dent software house with a staff of 240 computer specialists, 









Fang Yi: the OK for software training for Chinese. 


AC Taiwan, a 
re wit е ned in 1980. Hav- 

ing found the Chinese quick to learn skills required for software 
production, Shigeru Ohkubo, CAC president and co-founder, 
determined that wage differentials between Tokyo and Taipei 
would make possible as much as a 30-4096 reduction of costs. 
Since coding requires little or no contact with the customer and 
therefore need not be done in Japan, the entire operation could 
be shifted to Taiwan: and with the coding group located just 
three hours away, no changes were necessary in the method of 
operation at CAC. 

» Serendipitously Fujitsu has discovered a new source of 
software production support in its South Korean subsidiary. 
Facom Korea was originally established simply to supply sales 
and technical support for Fujitsu data-processing equipment. 
But one of the conditions imposed by the South Korean Govern- 
ment on its authorisation for a sales subsidiary was that Fujitsu 
should establish a centre to train South Koreans in software pro- 
duction. To turn this cost centre activity into a profit centre, 
Facom Korea's president Masayoshi Kuribayashi set out to de- 
velop a software production capability for the parent company. 
Presently, of 150 people employed at Facom Korea, almost a 
third are engaged exclusively in pro- 
ducing software contracted by Fujitsu 
from Tokyo. South Korean program- 
mers do all the coding and debugging 
just as programmers dispatched from 
software houses in Japan do. The 
group began in 1977 by producing 
systems software for a batch environ- 
ment and developed a fast one-pass 
Fortran compiler now being used at a 
number of Japanese universities. 
Since then work has progressed "to 
more advanced software and, if the 
Koreans at Facom have their way, 
will lead to development of the nuc- 
leus of operations systems software. 

Possibilities of shifting program- 
ming software for applications in 
Japan are limited to those countries 
where work can be done in Japanese, 
for instructions come from the com- 
puter maker or user in that form. It is 
also advantageous to have the pro- 
gramming done in the geographical 
proximity of Tokyo. But there are 
also possibilities in other countries, 
such as Brazil, where there is a large 
enough Japanese community. 

More interesting is the potential 
for joint ventures abroad to develop 
software applications for Japanese 
computers exported to overseas markets. Just as US software 
houses seeking to enter the Japanese market would'do well to 
join forces with a Japanese partner, Japanese are likely to find 
this to be the most effective route to overseas expansion. This is 
the view of Haruyasu Nakayama, president of DPC America, 
one of the first Japanese software houses to open a branch in 
California to offer software services to Japanese computer-users 
operating in the US. 

But as Japanese software output develops, mainframers and 
software companies are moving to establish overseas marketing 
organisations. There are already Japanese software operations 
in Singapore, Malaysia, Britain and the US. Fujitsu has decided 
to take the route of direct marketing of basic software to be used 
for technological research and development on IBM machines. 
The Fortran 77 software, a high-level programming language 
developed by the leading Japanese computer manufacturer, is 
highly regarded in both the US and Europe where it has already 
been used. Fujitsu America Inc., of Santa Clara (California) is 
distributing the software in the US market. This introduction of 
Fujitsu's programming language to the US will serve as the occa- 
sion for at least a few competitors to undertake an agonising 
reappraisal of the relative strengths and weaknesses of Japanese 
software technology. 
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COMPUTER AND COMMUNICATIONS 


TECHNOLOGY 


How NEC helps curb rising costs 


At NEC, we bave general-purpose 
always believed that auto computers and business 
mation effectively computers as it does to 
raises productivity our small, personal 
and lowers business ча | : ones like the PC-S000, 
costs CBS. the best-seller 

Through “Cec — in Japan 
our unique integrated The NEC tele 
computer and con- conference system 
munications technolog), takes our philosophy 

yet another step. 
Combining a variety 


we're proving this to 
of data processing 


be trite. $, 
The NEC digital EPBX system, 
systems with 
communications 


based on 80 years of know 
bow in the telecommuni 
cations field, illustrates systems, it can 
this cost-cutting save businesses 
millions of dollars 
annually — and 


potential. Utilizing 
the latest fiber 
optics transmission business people 
techniques, it lets thousands of hours 
you link voice and of needless travel 
data systems into These are only 
a single cost-effec a few of over 
tive communications 15,000 different 
industrial 
business and home 


network 
accessible 
to all electronics products 
Computers manufactured by NEC 
incorporating ES - They spearhead our 
our own — l drive to boost 
advanced ү , productivity and 
semiconduc curb costs by way 
tors plug of "CeC"—a 
nicely into this | concern shared 
network, by our customers 
trimming in over 140 


profit-eating countries. 
expenditures 
all along the = 


way. This applies 
as much to our large 
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The 4 basic strengths of Germany's 
largest banking sector. 


The Landesbanken, which act as central banks 

for the Sparkassen in their region, provide multiple 
wholesale banking services, ranging from 
commercial and public-sector lending, project 
finance, and foreign trade finance to portfolio 
management, security dealing, and international 
finance.- often managing or participating in 
syndicated Euroloans and Eurobond issues. For 
funding purposes, the Landesbanken are 


authorized to issue their own bearer bonds. 


For more information about Germany's largest 
banking sector, just write to: 


DEUTSCHER o 


SPARKASSEN- UND GIROVERBAND 
Simrockstrasse 4 
P.O. Box 1429 


D-5300 Bonn 1, West Germany 





of forces has conspired to transform data- 
S from a slow. starter to a high flyer with 
iders believes to have the greatest growth 
uter services in Japan. Among prime 
‘in telecommunications coupled with 

t of computer power and storage. The 

of consumers of information, who 

retrieval cost, have.been the high 


ormation-age industry into | 


Science and education are now 
ter users in what appears to be an al- 
е, better information with great- 


hen New Japan Securities in- 
on service, database services 
as on-line facilities _Were. intro- 


Denshin Denwa Co. (KDD), - 


ions monopoly, introduced a 
service called International Com- 

AS eptember 1980. From 4.6% of 
uter services in 1973, database ser- 
1. In the past two years, revenues of 
ies have doubled, growing at annual 
new industry is off the informa- 


t, with the universe and hüman 
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amount to some hundreds of million yen 
per year. Similarly, an experiment con- 
ducted by the library section of Mitsui 
Metal Mining Industries, in which 
abstracts covering a number of specially 
selected themes were retrieved manually 
from Chemical Abstracts and then via on- 
line database: the manual search re- 
quired 104 hours to search four year's 
abstracts at an average of seven hours a 
day for 15 days. Searching for the same 
materials using on-line retrieval methods 
required only tens of minutes, costing 
about ¥4,000. 

Using the manual and a magnetic tape 
version of the same chemical abstracts, 
Sumitomo Chemical Co. assigned a dozen 
or so researchers the task of retrieving a 
specified set of documents pertinent to 
their work. As a result of their manual re- 
search they concluded that 42.8% of docu- 
ments they had searched for were not av- 
ailable. Then a group of retrieval experts 
were asked to search for the same mate- 
rials using the magnetic tape and a com- 
puter. The results were convincing: the 
experts concluded that only 2.3% of the 
sought-after documents were not availa- 
ble. Based on these findings, management 
set about organising the Sumitomo Chem- 
ical Information Centre and is staffing it 
with qualified information specialists. 

Matters of information retrieval are not 
always so clear, however. Retrieval costs, 
other than those incurred in transmission, 
are easy to compare since they are all 
listed on the price lists of database ser- 
vices. But in Japan, long-distance trans- 
mission fees are at present relatively ex- 
pensive and no alternatives to use of NTT 
or KDD circuits are available. Both condi- 
tions are due to change, however, making 
database services increasingly attractive. 
The Information Network System intro- 

' duced in 1981 by NTT will revolutionise 
data communications through extensive 
application of optical fibres and very- 
large-scale-integration semi-conductor 
technology. Transmission costs will likely 
be one-hundredth of current costs and 
prices of terminal equipment will decline 
radically. Much of this new system should 
be in place by 1984 by which time the 
proposed liberalisation of data communi- 
cations should also be a reality. 

The combined effect of these changes in 
computer and telecommunications 
technology on the organisation and con- 
duct of business in Japan is enormous. Al- 
ready database utilisation is finding its 
way into the average enterprise and the 
spread of jobs related to that service is ef- 
fecting all aspects of company perfor- 
mance, much more so than originally pre- 
dicted. 

The office automation boom is but one 
reflection of this phenomenon. As the 
utilisation of personal and micro-com- 
puters as on-line terminals becomes com- 
monplace, the use of database services is 
bound to increase. So, the availability of 
such services gives added impetus to office 
automation, especially where the cost and 
effectiveness of information retrieval are 
the critical variables of business perform- 
ance. 
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closer to your goal, saco computerized 
conditions can change rapidly. services combined with our . 
So success means having the specialized advisors and 
right information as it hap- ^ sophisticated management 
pens. That's why Sumitomo are powerful Sumitomo re- 
Bank keeps you flying high sources we invite you to use. 
in all climates by exclusive With an eye on the future, 


facilities such as on-line Sumitomo’s creative banking 

data between our many services and perspectives can 

overseas offices and Tokyo. do more for you. At the. 
Extensive information start. And at the bottom line. 
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Number of 


|$3]|. 
Companies 


| __% | 100 | 293 [26.8 | 17.1 | 17.1) 

КГ ef of sf a 

Companies 

[ — *& — | 100 | 43.1 | [12.9 | 18.1] 
E EE r e| әрар |з 
Number | Companies 


of Users [^ % — | 100 [37.4 | 310 [ 152  199|427 | 


* Figures for batch and on-line utilisation include a certain number of users who use both. 


‘Source: JIPDEC / 


Аз її has become relatively easy to develop in-house informa- 
tion-processing systems using time-sharing networks, the 


number of people in a company capable of operating computer : 


terminals is increasing. This, in turn, is augmenting demand for 
'convenient, easy-to-use company information retrieval and 


` ‘time-sharing systems using advanced database management 


software. Information specialists, who up to now have been 
primarily concerned with the task of documentation, are now 
being called on to construct new information systems combining 
knowledge of secondary sources and the skills of on-line re- 
trieval. 

Companies are beginning to view their libraries and informa- 


tion services as possible profit centres, providing trend studies, 


tion. Quite a few Japanese companies have been striving to 
y op аара management-systems technology to their own 
collections of data to produce in-house databases. 

_ Asahi Chemical, one of Japan's leading chemical companies, 
has taken the plunge into the database business starting with the 


supply of data on analyses of chemical substances via Asahi's 


iary, Asahi Research Centre and Dentsu's MARK III ser- 


vices, Asahi’ database service is offered in such a way that 


Japanese clients can have dual access to: 
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We think that makes it a good idea to trust 
your next shipment to Showa. 
Our computer agrees. 
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ctions and the analysis of assorted informa- 
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“The first thing we load your cargo o 


Our computer thinks it's for a containership. It also thinks it's for . 
a railroad car, or for a truck. And why not? Everyday it helps move 
tonnes of cargo between the Far East, Japan and North America. And 
Mini Land-bridge service to major cities of the East Coast and Gulf 

of Mexico. All in the promptest, most efficient manner possible. 


| if 1 ) S5 . 
dii  \©\ SHOWA LINE 
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| [Seoul] Shinil Shipping Co., Ltd., [Singapore] Orient Lloyd Pte, Ltd., [Indonesia] PIT. Admiral Lines 
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Centre in Cleveland) 

> the files of spectrum и ع‎ 

developed Ьу Asahi using public com- 
munications circuits serving their termi- 
nals. The new database producer's next 
step is to expand the service to overseas 
clients. „ 
Asahi's experience is especially in- 
structive. Science and technology, as well 
as the industrial database services being 
developed for their effective manage- 
ment, are inherently universal, bearing 
witness to the stark reality that nationally 
produced databases are hopelessly ‘in- 
adequate. Information is universal and 
can be best managed only in a global con- 
text. 
One of the most striking and significant 
features of the database industry is that 
Japan is destined to be an import market 
for the foreseeable future as it has been for 
information generally throughout its mod- 
, ern period. In the Information Age, Japan 
will most certainly be one of the most avid consumers of its re- 
presentative product. ‘ 

Already and not coincidentally, Japan has become a principal 
market for foreign vendors of huge databases, a fact which — 
JIPDEC (Japan Information Processing Development Centre) 
observed in a recent study — is already having a considerable 
influence on the Japanese information industry: there is concern 
in some quarters that the large market share of strong foreign 
information supply companies may thwart the development of a 
healthy Japanese database industry. ,,, M 

Asahi's entry into the market with a global system, designed 
to utilise worldwide resources, melding its own with those of 
others to make the synergistic combination available to Japan- 
ese and foreign users alike, is not likely to be а unique experi- 
ence but one of a kind. That said, even if Japan were to continue 
to run a 100% deficit balance of trade in database services, the 
Japanese and their economy would be the beneficiaries and, 
even if Japan were to try to play the reciprocity game in this in- 
stance, it could not because, given the reality itera there 
is little that Japan has to offer for export.at this point. Although 
it would be harmful to consider international data flows in terms 
of international trade, in this case at least Japan's deficit balance 
of information flow holds prospects of healthy effects upon its 
international economic relations. 
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TEL’s feats 
with hi-tech 
imports 


hen Tokyo Kubo and Toshio Kodaka left their promis- 
Wis positions with the Nissho Co. to form their own trad- 

ing company in November 1963 their friends thought 
they were more than a bit crazy. Nissho was not then the giant 
sogo shosha it has become since its merger with Iwai in the 
mid-1960s, but was a well-established international trading 
house with a long history and bright future. Neither Kubo nor 
Kodaka had any money of their own. All they had was ambition, 
a strong conviction that there was a great future in solid stage 
micro-electronics and 
*90,000 — (US$330.90) 
each in early retirement 
allowances received on 
leaving their former em- 
ployér. 

The two, still in their 
20s had come to know 
the United States elec- 
tronics industry well, 
having had their baptism 
of fire in Nissho's Néw 
York office selling what 
they now call jünk com- 
ponents — passive com- 
ponents such as conden- 
sers, capacitors, resistors 
and coils — to American 
equipment manufactur- 
ers. It was those early 
years (1958-62) of the 
space programme when 
venture capital environ- 
ment in the US was vigor- 
ous and thrusting, giving 
birth to the likes of digital 
equipment, data general 
and a host of new semi- 
conductor-makers inSili- 
con Valley thathavesince 
made industry history. 

With the attention and 
energies of the US indus- 
try focused on.advance = 
electronics, opportuni- 
ties for trade were wide 
open. Japanesemanufacturers were producing an ever-widening 
range of consumer electronic items, for which there was a seem- 
ingly insatiable demand in the US, and American firms were mak- 
ing advanced electronic devices and production equipment that 
was needed in Japan. Fortunately, this was a perception widely 
shared in thé Japanese electronics industry at the time. Thus, 
through pe acquaintances at Tokyo Broadcasting System 
(TBS), a major Japanese network, the two would-be entre- 
preneurs were able to raise an initial capital of ¥5 million. At the 
outset shares Of the new company, Tokyo Electron Ltd (TEL), 
were 100% held by TBS with the proviso that others including the 
executives of the company would be able to acquire equity of the 
company as business.developed. It was the first time TBS had in- 
vested in busi outside the broadcasting field and it was to be- 
comeone ofits most successful diversification moves. 

For starters, TEL began doing what Kubo and Kodaka knew 
best — Nac Mme products such as car radios and cal- 
culators to the-US market. Eventually, manufacturing on a-sub- 
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import of high-technology semiconductors and semiconductor- _ j 








contract basis using a Lear jet patent, the company was ableto _ 
catch the wave of eight-track stereo in the US as demand was on _ 
the rise. From 1963-73 this was good business — so good indeed _ | 
that the company began building factories to produce these pro- Е 
ducts іп Japan and Malaysia. 

But this initial success was almost the company's undoing. 
After the boom year of 1973, a deep world recession took its toll _ 
on the market for car radios, stereos and calculators. Demand | 
dropped precipitously and fierce competition between Japanese - 
and other Asian suppliers drove prices downward, cutting mar- | d 
gins to the bone. Bankruptcies were rife and TEL was among _ 
those firms for whom the moment of truth had come. Consumer 
electronics was no business for a medium-sized company and, i 
after a reappraisal of the problems and prospects, TEL aban- M 
doned the field. huy 

Fortunately, since its establishment TEL had been walking on - : 

| 
D 






two legs. In addition to exports of consumer electronics, Kubo - 
and Kodaka were quick to recognise opportunities latent in the - 


>= 
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Kubo (left) and Kodaka-'ambition and start-up cash of 3€ 180,000. 


manufacturing equipment. The Japanese semiconductor i 
try was already growing rapidly and integrated circuit technol- 
ogy, most advanced in the US was just at take-off stage. There — — 
was bound to be a strong demand in Japan for advanced produc- _ 
tion, testing and measuring equipment of US manufacture.  — 
In 1965, TEL met Fairchild. Not only was this Silicon Valley — 
pioneer well on the way to prominence in semiconductor device TE 
production, but the company made the industry's most ad. _ 
vanced testing equipment; and TEE was just the kind of com- - 
pany — small, specialised and hungry — that appealed to Bob | 
Noyce, then Fairchild president, as a distribution and service 4 
partner in the Japanese market. 1 
From the beginning, TEL developed a respectable market — 
position for both Fairchild semiconductors and equipment. But | 
over the years, Fairchild went through successive stages of reor- | 
ganisation, each stage coinciding with departures of top execu- | 
tives — among them Noyce, who left to establish Intel and take 
the lead in advanced integrated-circuit technology with him. 
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hnology, semiconducto est equip: 
's turnover had risen to Y55 billion with 
n, having established a leading position 
in rapid | for.a wide range of semiconductor- 
manufa 
ai cam) computer-control systems, au- 
ins and a wide array of advanced microelec- 
urnover is € inated at ¥69 billion, a 


e eS specialised in "high- 
cluding a large contingent of 


ment manufac 
| > Tomec. 


e: mpany ’s first joint venture, produces 
nced equipment as diffusion furnaces, 


:5 
uipment ya: of Woodland Hills, Calif. ‚18 


. „NOW producing highly advanced wafer steppers essential equips | 


ment used in the production of very large-scal 
cuits. 
» TEL-Genrad Ltd was also created last y 


duction of a wide range of testing equipment in ürsuance: of the | 
` would generally be con 


company goal to capture the number one position i in the Зарап- 
"ese market for these products. 


Е CASE HISTORY - 2 


ix. equal measures of willpower and 4 
add a perle Portion of self-confidence and a heap of 
1 of good luck you have 
the annals of 


em with . a total. capa ar (5040. ius ,800). 
akayoshi | id. 


us ters. for home and diu 
“Between 1976 z anc 


, computer-aided-design/computer- . 


ss formed with leading US equip- : 

-| training programme keeps the company's engineering 
| holly owned subsidiary, manu- | 
ts used in integrated circuit pro- 


won а 50% share of the Japanese market. — 

Keystone of TEL's strategy has been the selection. 
world's best high-technology electronic equipment ай 
nents of those best suited to the particular needs of the Jap; 
market. While TEL places major emphasis on its role as a 
porter, as soon as.an established market position. i 
veloped for foreign products is threatened by competition 
domestic.or other foreign makers, it has moved resi 

ly.to сева Hi ection in Japani in partnership 


f the highly atone diets f 

$ ings. With what Kubo proudly 
the largest pool. € and software engineers in thi 
technology-oriented field, TEL’s. capabilities include prox 


É systems design, operating training, on-site testing and. 


ge of maintenance and repair services. To stay abreast. 
anced technologies in which TEL specialises, a ce 


"with the state of the art and a newly established 


- research laboratory provides essential inputs for mediu 


long-term technological and marketing strategy. 

But not only is TEL remarkable for its feats in importin, 
manufacturing in joint-venture high- -technology products 
abroad, it has also demonstrated a genius for financial mana 


"ment. In 1981 the ratio of shareholders’ equity to total asse 


creased to 69.3% as a result of new stock issuance. In add 
2 million shares of new stock issued in July, the company 
distributed a stock dividend of 0.3 shares of stock per shi 
10lders in September, raising the paid-in capit lof 
1 country known for the high debt-equity 
$ succeeded in attracting 
to sustain its high rate of growth thro 
sidered conservative ¢ Операи ma 
ment. | ; : 
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г {Idealist Shiina: putting knowledge to 


` Hiroshi Mochizuki, began working on his idea for a simplifi 
` language using a Sord computer. When Shiina learned of his 
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company's first hardware product back in 1973. It was also Sord 
that pioneered the design of personal computers by developing 
the first all-in-one microcomputer, considered to be an absolute 
imperative if the price of personal computers was to be brought 

low the € 500,000 target: and it was again Sord that developed 
Pips (pan information programming system) software that ena- 
bles users with no experience in the arcane realm of program- 


` ming to apply computers to the solution of their problems and 


make their lives more productive. 

. The development of Pips is characteristic of Sord. Shiina’s 
goal from the beginning was to produce an inexpensive friendly 
computer, one ideally suited for what he and his associates see as 
the largest market in Japan and abroad — the small- and 


- medium-business enterprise. To realise this objective, a lan- 


ige less complicated than basic — which is too difficult for the 


ED to use — was essential. 
Back in May 1978, a 29-year-old Bank of Japan employee, 
ified 


. work, he introduced Mochizuki to Yusuke Hasegawa, an under- 


taker with a lively interest in computer applications systems for 
small businesses. Sord provided the financial assistance until 
Pips was perfected in February 1980 and, incidentally, 
Hasegawa became a member of the Sord board of directors a 
few.months later. j 

Significantly, Shiina points.out, Pips was developed by a com- 
puter user, not by a computer maker and that (he claims) is pre- 
‘cisely why Pips works so well. “If you're a businessman or some- 
one with a liberal arts background," he confidently advises, 
*buy Pips. If, when all is said and done, your goal is to make 
money, then Pips gives you the opportunity to do just that." 


64 7 , 


personal-computer user. 





A most important aspect of Sord's success has been the almost 
uncanny ability of management to enlist top talent in the com- 
puter field. Young men have been prepared to leave jobs with 
brilliant career prospects to test their mettle as members of the 
Sord team and this enthusiasm for high adventure with this bur- 
geoning new company is neither confined to Japan nor the Ja- 
panese. In the company’s Tokyo headquarters there are five 
Vietnamese electronics engineers, one of whom has already 
joined the executive team. Similarly, Sord has engaged the ser- 
vices of one of mainland China's leading software engineers to 
develop packages that will be marketed worldwide. 

This internationalism is not simple expedience to solve pro- 
blems arising from the acute shortage of software engineers in 
Japan. It goes far deeper than that. As James J. Cashman, 
Tokyo-based representative 
of Ireland's industrial deve- 
lopment authority, has put 
it: “Tousin Ireland the mira- 
cle of Sord is that it began 
witha most unusual aspect: it 
was born international. In 
this [believe lies the secret to 
its future growth.” 

Before the company set 
up its first overseas sub- 
sidiary in Dublin, which it 
calls appropriately Orange 
Computer Products, no one 
in Europe knew much about 
Sord. But in Paris, Shiina 
had a friend who was a 
dealer in cómputers and 
joined the team to distri- 
bute Sord computers and 
programmes. in France. 
Now the company is de- 
veloping Europeanised ver- 
sions of its computers and 
Shiina is confident that the 
company has the power to 
succeed in the highly com- 
petitive European  mar- 
ketplace. У 

His ambition, however, is 
to enter the: Chinese mar- 
ket. To prepáre the way the 
company has already 
trained. five: Chinese com- 
puter specialists at its Tokyo 
headquarters. Having now 
returned to China, these 
men are regarded as the 
core of Sord's future organi- 
sation on the mainland. 

If Shiina sees the Chinese 
market as an important part 
of the company's future, a move to the mainland will also be a re- 
turn to the рез for him. Born іп Peking 38 years ago, his spiritual 
links with China have been strong. Two of the e who have 
influenced Shiina's life and career the most, his mother and a 
maternal uncle, spent much of their lives in northérn China and 
Manchuria and for them the return to Japan after the war was al- 
most as much an uprooting as a homecoming. For years after- 
wards, their rural community in Chiba prefecture regarded the 
Shiinas as outsiders, a factor which has had a profound influence 
on young Takayoshi's character. ü 
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Sumitomo Metals, Japan, the world's 
6th largest steelmaker, is recognized around 
the world as a reliable supplier of high quality 
steel and an innovative designer of advanced 
steel technology. 

If it sounds like we're proud of our 
achievements, thats because we are. 

Because it takes steel to build oil rigs, 
ships, trains, skyscrapers, airplanes, motor 
vehicles, bridges, office equipment, home 
appliances— virtually every modern 


convenience you can name. 

In fact, steel has become such an im- 
portant part of daily life, it is difficult to 
imagine what our lives would be like 
without it. 

So now it's easy to see why мете so 
proud. We're Sumitomo Metals, and we 
make almost as many kinds of steel as there 
are people —for people. 


© SUMITOMO METALS 


Sumitomo Metals makes almost as many kinds 
of steel as there are people. 
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SUMITOMO METAL INDUSTRIES, LTD. Току 


SINGAPORE OFFICE. Tower DBS Bldg.. 6 Shenton Way 


& Osaka Japan 
Singapore 0106 Phone: Singapore 2204697. 2209193 Telex: 21194 











the need for popular fabrics. 
From India, Pakistan, 
Bangladesh and Sri Lanka we 
import iron ore, shrimp, 
cotton, jute and other products. 


As one of Japan's major 
integrated trading houses, 

C. Itoh is helping the countries 
in Asia set the pace in 
economic growth. 

In Indonesia we develop oil 
resources. In Singapore we 
refine oil and process sugar. 

In Malaysia we manufacture 
planks and plywood. In Hong 
Kong, Korea, Thailand and 
Taiwan, textile projects meet 





Au across Asia, C. Itoh is 
working to build a better future 
for all. With joint venture 
projects and by providing 
technical guidance. We are 
more than just an importer and 
exporter. Our activities also 
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extend to distribution, die. 
organization, information 
gathering, financing, 
management guidance, 
development and other areas. 
So whatever your business, our 
trained experts will be happy 
to help you set the 

pace for growth. 



















C. ITOH & CO., (Hong Kong) LTD. 


C. ITOH & CO., LTD. 

Tokyo Head Office: C.P.O. Box 136, Токух 
Singapore Branch: Hong Leong Building 
Kuala Lumpur Branch: Lot ! 
Other Offices in Asia: Bangkok, Bomba 
New Delhi, Penang, Pohang, Pusan, Sandakan, йг ai 

New York, Sao Paulo, London, Cairo, Sydney and 113 Overseas offices 
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28th Floor, United Centre Building 95, Queensway, Hong Kong Phone: 5-296011 (15 lines) Telex: 73212 (ITOHC HX) 
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We have your interests at heart. 
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TOYOTA'S ADVANCED ENGINEERING 
GETS OFF TOA GREAT START... 


AND A ONE-TWO FINISH! 





5 
Е АСТ * Each year, there are only a handful of events thal 
toward both the prestigious World Championship of Rally Drive 
and the Manufacturers' World Championship. This year's Moto: 
Rally in New Zealand was one. Thus it attracted and tested no’ 
the world's best rally drivers and navigators, but also the best 
designs and engineering of the world's leading car makers. 


a 
FACT: Toyota entered two new Celicas in the rugged 
Motogard Rally. After more than 2,220 km of fierce competitio 
Through day and night. Over paved highways, gravel roads, an 
forest paths... Only 31 out of a starting field of 64 cars were st 
running at the finish. Toyota’s two Celicas were first and secon 


LI 
FACT: Not every entry in the Motogard stood a chance f 
overall victory, but of those that did, virtually all were *works" 
prepared and entered like Toyota's specially modified Celicas. 
unlike any of the others, Toyota's new Celicas were making th« 
official debut in World Championship Rally competition. 


а 
° F. ACT = You can experience advanced engineering and ru 
dependability in every Toyota... including the Corolla. Economy 
long lasting performance are why Corolla is the world's best se 
car. For winning performance you can count on, start by check 
all the new Toyotas today. See for yourself how the facts come 
when you drive Toyota. 
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The word is getting around that Tokai 
Bank is the place to go for expert international 
financial assistance. And it's as much a matter 
of attitude as it is of know-how. 


Tokai is the 27th largest bank in the world, 


so they're big enough to know what they're 
talking about. But they're also small enough to 
talk straight. Consequently all kinds of people 
involved in international business are getting 





.. People come to Tokai 
because Tokai takes charge. . 









answers from Tokai — answers that make 
sound financial serise. 

The broad Tokai network spans five: 
continents. And at offices around the world 
Tokai is proving that they're not only an 
informed and competent financial management 
service, but a concerned international business 
partner as well. 

Tokai Bank. Taking charge. 


* Assets US$52,440 million according to a listing of the world's 100 largest banks in Institutional investor, July 1982. 





Head Office: 21-24. МЕНІКІ 3-chome, Naka-ku, Nagoya. Tel: 052-211-1111 International Banking Group: 6-1. Otemachi 2-chome, Chiyoda-ku, Tokyo. Tel: 03-242-2111 Overseas: Network: 





(Branches. & Agencies) New York, Los Angeles, Chicago. London, Franktur 


ingapore: (Representative Office: Toronto, Houston, Mexico City, São Paulo, Paris, Tehran, Bangkok, Kuala Lumpur, 


Mania, Jakarta, Beijing, Seoul & Sydney: (Subsidiaries) Tokai Bank of California, Тока: Bank Nederland N.V.. Tokat Asia Limited: (Affiliates & Associates) London, Bangkok, Hong Kong & Sydney. 





Kobe Steel offers a full array of projects, products and services that 
help countries grow, develop and prosper in a big way. 
Like starting from scratch and creating plants. 
Furnishing technological know-how. 
Or supplying the essentials for growth industries. 
But we work in a small way, too, right down to the people-to-people level to make sure 
progress is meaningful for individuals of a nation. 
In fact, we ourselves have expanded so much we have a new trademark to show off 
Kobe Steel's integrated industrial capability. 
KOBELCO. It's the mark that's growing in international importance. 
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keep the company and him alive during the early struggling 
years while Shiina’s mother, a full partner in the enterprise from 
the outset, still makes up the monthly payroll for the 700 person- 
nel of the company and its subsidiaries working from home — on 
a Sord computer of course. 

In still other ways, Shiina is a man with strong ties to the past, 
which no doubt is why he has so much zest for the future. Take 
the company's creed, for example. The main tenants of Sord's 
founding spirit are pure bushido — the ancient code of the war- 
rior — adapted to the realities of modern business. At one with 
Konosuke Matsushita of National Panasonic, Dr Takeshi 
Mitarai of Canon, the Kashio brothers of Casio and the Yoshida 
brothers of YKK, Shiina has endowed the company he and his 
friends founded with a business philosophy that commits it to 
transcendental social purposes — to human goals, beyond pro- 
fitability. і 

Money, except as a means of keeping score in the struggle to 
attain these fundamental goals, has held little meaning for 
Shiina. It was people who built Sord as a bootstrap operation in 
the very literal sense of the term. Money was something which, 
until recently, there was never much of. When still a student pre- 
paring for examinations to enter Tokai University, Shiina put 
into writing the 11 commandments of business which today are 
still the formal embodiment of the Sord spirit. 

Shiina makes no bones of his idealism. He exudes it 
shamelessly, with sincerity and disarming frankness. As he likes 
to put it: “In the present information era, it is only the warrior 
chieftain able to master the use of his powerful weapon, the per- 
sonal computer, who will manage to survive. Some people 
imagine that in the computer age machines enslave human be- 
ings. Instead, the computer age means the emancipation of hu- 
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manity. I, for one, will do my utmost to create such an = 
There are a lot of people around today who are willing to beta ' 
bundle that he will do just that. Sord now counts among its finan- | 
cial backers and shareholders at least 10 major Japanese com- | 
mercial banks and Citibank of New York. This is just the kind of 
backing Shiina and his associates need at this juncture. For, asa 
reading of the market now strongly suggests, the expected 
shake-out in personal computers may not be far off. Just about 
every major company in the electronics business in Japan — _ 
especially the big six mainframe-computer makers, con- 
sumer-electronics manufacturers and some powerful optical 
companies that have diversified into office automation — has 
new products designed to cash in on the personal-computer - 
boom. What is more, in the United States at least 150 companies _ 
have entered the contest and would like to have a slice of the — 
world market. ies | 
As demand grows and the product is increasingly standard-, | 
ised, three factors will determine staying power in a pus j 
competitive market: vertically integrated production, glo $ 
marketing networks and a wide choice of software. Sord, al- _ 
ready well ahead of most competitors in market organisation 
and software packaging, has a number of other trump cards to 
play which should serve it well when and if the crunch comes. Its | 
fast start, a sound innovative engineering capability, solid finan- 1 
cial support — and above all a global vision backed by a fervent 
spirit firmly grounded in time-honoured values — all augur well 
for the fulfilment of Shiina's dream: to be the Sony of the com- 
puter world. 
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Machines for 
making other 
machines 


f Tadamasa Aoyama’s father had not gone bankrupt in the 
Г post-war years, his son might not have become one of 

the new. breed of Japanese entrepreneurs. The elder 
Aoyama workéd for one of the Hitachi companies for 30 years in 
Ibaragi prefecture north of Tokyo. When he retired, he began 
his own business which failed. His son was forced to attend a 
local technical high school instead of a more prestigious institu- 
tion in Tokyo and then began work at Nissan Motor Co. 

Perhaps the:son inherited the entrepreneurial spirit from his 
father and even earlier from their Samurai ancestors who re- 
mained foes of the Tokugawa shogun. Whatever the reason, 
after five years'in Nissan's machine tool and design divisions — 
“My father told:me never to carry a pen" — Aoyama decided to 
start his own company. This he did 15 years ago at the age of 27, 
capitalised at; X 10: million (US$36,350) obtained primarily by 
using his family:property as collateral. 

He called theicompany San Esu Shoko Co. Ltd (the Three-S 
Commercial Co!) The three S's stand for speciality, speediness 
and smartness and Aoyama is the first to admit that “my com- 
pany is very unusual in Japan." Basically San Esu is a machine- 
tool manufacturer but in the same way that Rolls-Royce could 
be described as a car manufacturer. rat : 

During the firm's first буе years, Aoyama was content to sell 
his machine-tool. products — machines that make other 
machines —'tó United States machine tool-makers while im- 

1:4 
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loyama: “My father said — ‘never carry a pen." 


porting some foreign-made machines and selling them to Japan- 
ese companies. San Esu also made a few specially tailored 
machines for Japanese computer makers. 

After five years, though, Aoyama felt the need of an original 
product himself — his background is that of a mechanic — so he 
stopped importing from the US and began developing machines 
with what is known in the trade as mechatronics. These are top- 
of-the-line machines that make other machines and use sophisti- 
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O ‚ — . 
. cated computers to perfect and speed the production process. 
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San Esu's systems apply numerical control techniques to auto- 


` mate machine-tool operations. In this process, common among 
_ all advanced companies in the industry, the drawing of a part to 
_ Бе machined with its dimensions is converted to codes and num- 


bers (hence numerical control). These codes and numbers are 


` fed into controls installed on a machine: instead of manual oper- 


| 
1 


n + 
du 
* 


- ation, parts are produced automatically. 


The San Esu system is based on this concept but it is equipped 
differently from other numerical control systems. It incorpo- 


rates what Aoyama invented and calls a closed-loop system and 
- à "time and velocity control" which is patented in Japan and the 


US. Essentially, like other sophisticated systems, Aoyama's 
tries to prevent defects completely while accelerating produc- 
tion and reducing costs. 
The conventional machine shop is arranged to promote large- 
uantity production in order to achieve economy of scale. 
enever a new order or model is required, the time to change 


the dimensions of the process requires both machine- and man- 


| power which are costly. Aoyama's system aims to perform these 


changes as inexpensively and quickly as possible. The machine- 
tool arrangement must be flexible, which has resulted in what is 


called the flexible manufacturing system (FMS). 


FMS is now the state-of-the-art in machine-tool manufactur- 
ing. San Esu's system comprises several sets of machines in a 
group arranged in a straight line on the same level, like a set of 
transfer machines in a car factory. There is no lost motion of the 
parts being machined and a high level of automated production 


` сап be maintained. 


Aoyama estimates he has received up to 15 patents in Japan 
over the past seven years for his ideas and applications and five 
Japanese manufacturers are now copying his ideas, he says. 
Last year San Esu spent US$700,000 to furnish his newest con- 


_ cept to the FMS market: this is the numerical control transfer 


machine which allows 15 workpieces to be loaded at the same 
time, obviating the need to change certain parts. He has sold two 


—to Toshiba and recently issued a manufacturing licence to 


a 
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- Makino Milling Machine, a major machine-tool maker which 
- has been eager for unmanned systems. 


Four or five years ago, San Esu signed an agreement with a 
Ricoh 


subsidiary of Ricoh, the office 
facilities. 


automation company; as 
Throughout its history, San Esu has used the production 


licensee with San Esu provid- 
affiliate 
facilities of other companies — it has none of its own — and pre- 


production 


- sently has only about 10 employees. Last year's sales were just 


over the équivalent of US$1.5 million, Aoyama says, though 
they have been closer to US$2 million for most of the firm's life. 

This year and last, the president took his products and ideas 
on the road trying to interest partners in Taiwan, India and the 
US. India has already started using his system and San Esu ex- 
cm 10 units there in September. Indian companies will deve- 

op the process under licence. Aoyama also says firms in Taiwan 
are very interested in the system, especially after he promoted it 
at a series of seminars there in September at government 
laboratories. 

At present, Aoyama is most interested in finding a US licen- 
see. He has advertised in the most prestigious trade journals and 
made several visits to the US but has found no satisfactory com- 
pany he would feel competent to license his system which he 
intends to manufacture entirely in Japan. He does not want 
to export it to the US, preferring to license it to a manufacturer 
there. 

Aoyama, who has what the Japanese call romance-grey hair, 
travels several times a year to various Pacific islands where, in 
the splendid isolation of sun, sand and jungle, he does some of 
his best work. “I must touch nature," he explains. “Most new 
ideas you can see in nature — they come from nature. Nature 
makes very orthodox products that should һауе a long life. Without 
this background, I cannot fight the venture busiess.” i 
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ing basic technology and the , 


SOGO SHOSHAS 


Total business 
development 
not just passive 
investment 


uddenly, Japan seems to have broken out in a new rash of 
S ma activity. The emergence of uncommonly 

successful new companies, especially in advanced electro- 
nics or computer services, has become a common occurrence. In 
fact, there have been so many spectacular new entrants on to the 
business scene in recent years that a fundamental change seems 
to be taking place in the organisational patterns of Japanese 
business: 

Unlike the United States and Europe, the growth oppor- 
tunities provided by new technological developments have been 
grasped, in the main, by larger integrated manufacturers. The 
reasons for this go right to the heart of Japanese enterprise 
which, essentially, is people working together to manage 
technology. Through their common efforts they manage 
technological change to maximise value-added, which alone can 
assure the necessary returns to reward adequately both men and 
money employed in the enterprise. Joining it isan act of mem- 
bership in a common undertaking, an act which entails mutually 
binding obligations of the member to the enterprise and to fel- 
low members. s 

Because major Japanese enterprises are compelled by the 
logic of this arrangement to maximise value-added tn production 
— and this can only be done through continual improvements in 
technology — the larger firms tend to lead the innovation. Chal- 
lenge and opportunity for innovation is afforded talented people 
working in the enterprise, so usually they do not have to seek ful- 
filment of their creative drives by leaving the company to estab- 
lish their own ventures. The mutuality of thé relationships 
among enterprise members as well as between the enterprise 
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Mitsubishi is into everything: from plastics ejection by robot (above) to. . . 





and its members, tends to reinforce this organisational be- 
haviour pattern, discouraging talented people from leaving the 
company to make it on their own. 

Since innovation tends to take place at a rapid pace within 
existing enterprises competing fiercely in the rapid application 
of new technologies, there has been little need and therefore no 


Stonehenge 

On England's | 

Salisbury Plain stand 
these giganti¢ prehistoric 
remains of Магу5'еапу 
attempts to understand his 
universe, 
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market for venture capital in Japan. This is provided through the 
web of large companies rather than by passive investors as in the 
US. In addition to funds, the supply of venture capital usually 
entails the supply of people necessary for management of the 
new undertaking, as well as access to other resources and mar- 
kets necessary to assure the success of the venture. 


shoshas, the large trading companies which came into their 

own in part by supplying venture capital forthe development: 
of new enterprises required for the management of heavy and 
chemical industrial technologies in the 1950s and 1960s. It was for 
the efficient management of those technologies, too, that their” 
trading and logistic services were developed to assure a global 
supply of bulk raw materials and the sale of products athome and 
abroad. But these industries are virtually all now slow-growth’ 
sectors of the economy or in a state of chronic structural depres- 
sion. Thus, if sogo shoshas are to survive and continue to grow; 
they must mobilise their resources for the development of newen- 
terprises, new products and services and even new technologies. 

To this end, major trading companies have undergone a 
major reorganisation in recent years. Mitsubishi Corp. is a case 
in point. This huge 5350 billion enterprise has completely re- 
formed its organisational structure to develop new products, 
production and services with the accent on small volume and 
high value-added. In stark contrast with the conglomerate ар: 
proach of major US corporations which tend to seek this kind of 
transformation in the short гий through the acquisition of exist- 
ing companies, the objective at Mitsubishi is to develop wholly 
new businesses. 

Each operating — or line — department of the company, 
some 80 in all, has been organised into teams in place of the tra- 
ditional sections which, by tradition and practice, must be 
headed by a kacho (section chief) whose ranking is based upon 


T he dynamics of this process are especially evident in sogo 


Social welfare is a Subject of serious consid- 
eration in most modern societies. Man in the 
twentieth century accepts his responsibility to 
bequeath to the next generation a society better 
than his own. Daiwa Bank is not unique inac- 
ceptirig this responsibility, but Daiwa is unique in 
making acceptance of this role in society an 
integral part of their banking service. 

Daiwa is the only Japanese city bank to 
combine banking and trust business. Daiwa is thus 
a fully integrated banking institution, comprising 
banking, international financing, trust, pension 
trust, and real estate business. This integration is 
part of our effort to fulfil our social responsibility 
consistent with society's needs in a contemporary 
environment. 


a fully integrated banking service 


DAIWA BANK 


Head Office: Osaka, Japan 

London Branch: Winchester House, 77 London Wall, London EC2N 1BD 
Frankfurt Branch: Eschersheimer Landstrasse 14, 6000 Frankfurt am Main 
1, Ғ.К, Germany. Singapore Branch: Tower 8001-3, DBS Building, 6 Shenton 
Way, Singapore 0106. Hong Kong Branch: Rooms 704-705A World-Wide 
House, 19, Des Voeux Road, Central, Hong Kong. New York and Los Angeles 
Agencies. Sydney, Sao Paulo, Houston, Paris, Panama, Bahrain, Mexico and 
Vancouver Representative Offices, Subsidiaries: Daiwa Bank Trust Company, 
New York; Daiwa Bank (Capital Management) Limited, London. Affiliates: 
P.T, Bank Perdania, Jakarta; Daiwa Overseas Finance Limited, Hong Kong. 
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seniority rather than ability. The team system was adopted to 
change all that, making possible greater flexibility in the choice 
of managers to assure the right man for each undertaking and ac- 
tivity in the company. 

Teams, unlike sections, may be either permanent or tempor- 
ary. Each department has created its ad hoc project develop- 
ment teams to develop new businesses. The objective, again dif- 
fering from the conglomerate approach, is not for Mitsubishi to 
become a manufacturing company: rather it is to develop new 
businesses for which the company can render marketing and 
other services in which it is specialised and, to assure both the 
development of and a continuing relationship with these new 
businesses, Mitsubishi provides such equity capital as may be 
necessary on a case-by-case basis. 

This is venture capitalism with a difference. The approach is 
that of total business development, not just passive investment. 
Once a project is adopted, Mitsubishi is prepared to mobilise 
whatever resources may be necessary for its realisation and 
money tends to be the least problem. Through its links with the 
Battelle Memorial [nstitute, which Mitsubishi represents in 
Japan, the company _ 
has access to а vast 
number of scientists . 
and technicians in the. , 
US and Europe and 
is prepared to ens: 
gage these resources 
in the development 
of entirely new pro- 
duct design or pro- 
duction technologies, 
if necessary: this, 
of course, in“ addi-': 
ion to vast techno-) - 
logical resources of, 
the Mitsubishi group ' 
which can usually 
be called upon when 
required. 

Project teams vary widely between departments, depending 
upon the nature of specific new business opportunities. The 
aerospace department, for example, has a TPM gas-turbine pro- 
ject team organised specifically to develop the marketing of the 
gas turbine manufactured by United Technologies Corp. of the 
US. A new ufban transport project team has been created in the 
transport- and. communications-equipment department to deve- 
lop business relating to monorails, new urban-transport system 
projects and related'equipment. A planning team in the.chemi- 
cal machinery, department is charged with the continual survey 
and development of new chemical process technologies, while 
general merchandise; department B has an office-automation, 
equipment-development team to focus company resources on 
this rapid growth sector. ? 


. . . Cüntainerisation and . . . 


considefáble marketing expertise for the development of 

overseas markets for Konishiroku's U-Bix copiers. In 
Europe, this meant the establishment and promotion of a special 
sales and services company, headquartered in Hamburg, with 
distributors throughout the continent. Similarly, a project team 
in the general machinery division has been actively promoting 
new ventures in robotics, with Mitsubishi providing varying 
mixes of capitaFand«marketing services. 

In those. divisions where new business development cuts 
across departmental lines, divisional project and development 
offices have been established to coordinate multi-departmental 
undertakings. A food project and development office — which 
coordinates the work of development teams for food technol- 
ору, food merchandise and health foods — was the organisa- 
tional mechanism which introduced Kentucky Fried Chicken 


m hrough this approach, Mitsubishi has provided funds and 











into Japan. wiring the franchise the company was able not 
only to ent ¢ booming fast-foods industry, but by so doing 
created à Tor chickens grown on poultry farms it had de- 
veloped, w assures a market for feedstuffs the com- 






pany's grain irtment imports from the US and other foreign 
sources. In this way, Mitsubishi assures its participation in the 
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total integrated process from grain silos in North America to 
chicken-in-the-basket in Tokyo. In similar fashion, the tompany 
has introduced Shakey's Pizza Parlors in Japan and a Japanese 
noodles restaurant chain in New York. ; 
Among longer-term projects undertaken by this office, the 
development of a new product called marinbeef holds the pro- 
mise of being the most far-reaching. In cooperation with govern- 
ment and university scientists and the Niigata Engineering Co., 
Mitsubishi has developed this granulated meat-textured fish 
protein concentrate for direct human consumption. Marinbeef, 
made of wasted fish resources, will soon be produced in Peru, 
using the Mitsubishi process, increasing the value of that coun- 
try’s enormous fish resources. Marinbeef ‘produced in dehy- 
drated form will be marketed worldwide through the facilities of 
Mitsubishi. This new product is re-hydrated for cooking by soak- 
ing it in water, increasing its weight by five times and then pre- 
pared exactly in the way minced beef, pork or chicken is cooked 






for the table. Manufactured at low cost and easily stored at room 
temperature semi-permanently, marinbeef is expected to find a 
large market, especially in countries suffering from acute food 
shortages. 

Such high-technology-venture development has become so 
important at Mitsubishi that management decided last year to 
create a new technical affairs department, which functions at the 
corporate level to coordinate and synergise the company’s deve- 
lopment of new technologies on a global basis. It is collaborating 
with such agencies as the Japan Research Development Corp. 
to locate inventors, fund them and create around them the 
necessary resources to pursue projects, even if they seem risky. 
Mitsubishi has similar arrangements with the Semiconductor 
Research Institute and will soon market a new concept — a high- 
speed transistor called the static induction transistor — to be 
industrialised both at home and abroad. 

This deliberate and systematic transformation of the sogo 


* shosha for new venture promotion is not at all unique to the trad- 


ing sector. Large manufacturing companies, private railways 

and other service companies are diversifying through the crea- 

tion of new venture companies. Thus, Tokyo Broadcasting Sys- 
. 
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The Captain — 
at your service 
on TV 


uturologists such as Alvin Toffler, Daniel Bell and Nor- 
E man Macrae have described the information explosion, in 

both quality and quantity, they believe will characterise 
the 21st century. Like other advanced nations, Japan has been 
setting the technological fuses for that explosion for some time. 
Unlike the United States, Britain, France, West Germany and 
others, however, Japan remains enthusiastic about the pros- 
pects for a marriage of computers and telecommunications 
equipment. 

The main purpose of such an advanced communications sys- 
tem, says Tomeo Kambayashi, a director of the marketing divi- 
sion in Nippon Telegraph and Telephone Public Corp. (NTT), is 
to provide a greater volume of com- 
munication at a cheaper price. Japan 
and other advanced nations are in 
various stages of development and 
readiness to make the crucial transi- 
tion in technology for the new sys- 
tems from an analogue to a digital 
system. Kambayashi believes NTT 
b the earliest schedule in the world 
to complete the crossover. 

NTT is planning to build a nation- 
wide integrated system that com- 
bines digital communications net- 
works and computers to provide di- 
versified communications and infor- 
mation services to the public. The 


government monopoly calls the 
programme the Information Net- 
work System (INS). 


At present, МТТ. plans to imple- 
ment a pilot scheme for INS for two 
years, starting. in September 1984. 
Construction of the pilot system was 
begun in September 1982 in the 
Musashino and Mitaka suburbs of 
western Tokyo. This model system, 
when completed, will be test-oper- 
ated for a fivé-year period. The sys- 
tem will combine a complex switch- 
ing system and digital network that will use optical fibre cables, 
coaxial cables, microwave facilities and communications satel- 
lites for long-haul, high-speed trunk transmission. It will also in- 
clude information-processing centres and a variety of equipment 
that will go into the homes of users. 

According to NTT, the INS advantages include: 

» The cost of hardware will be cut considerably by using digi- 
tal technology and optical fibre communications, as well as by 
multi-purpose use of the same switching equipment and lines. 
The telephone company also claims this will lead to a reduction 
in large rate discrepancies between long-distance calls. 

» NTT will be able to offer a wider variety of services such as 
high-speed communication, the ability to communicate between 
different types-of terminals (between, for instance, a facsimile 
machine and video terminal); simultaneous voice and non- 
voice communication over a single line (sending documents via 
facsimile while talking over the same line), and new services in- 
volving information processing such as a way.to know im- 
mediately the charge for a telephone call. 

Technological advances like these would cause changes, some 
of them dramatic, in any society. In Japan, some of the changes 
foreseen by NTT include paperless offices, unattended fac- 
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tories, automated inventory and distribution control and more 
work at home with computer terminals. Within the home itself, 
users could go tele-shopping, obtain computer-assisted instruc- 
tion, play electronic games even more than today, obtain remote 
medical diagnosis and use remote control of electrical 
appliances. Applications by the community and government 
could include electronic voting, better traffic control, informa- 
tion retrieval, tax assessment, job-hunting, vocational coun- 
selling and other functions. 

NTT envisions scores of practical applications during the pilot 
programme in Tokyo's western suburbs. A total of 10,000 
selected customers will be served by the local switching centre 
and, since the new services are still in an experimental stage, no 
charges will be levied for the new services — only the usual 
phone rental and call charges. 

Most of the applications of the INS system do not now seem 
revolutionary. One member of a family could conduct a tele- 
phone conversation with two friends simultaneously. A house- 
wife could place an order at a nearby shop after hours by leaving 
a message over the telephone. If the family is absent, incoming 
calls would be automatically recorded with a pre-recorded mes- 
sage delivered to callers. Invitations could be sent to many 


t 


y EN. 


A greater volume of cheaper communication: 





people at once via facsimile and advertisements could be re- 
ceived automatically over the same terminal. 


already familiar with such applications from their com- 
pany office operations. But these are only the beginning. 

Under part of the INS system called Captain, which stands for 
character and pattern telephone access information network 
system, an impressive array of services will be offered. The Cap- 
tain system has been ой trial for nearly three years and the first 
series Of experiments focused mainly on information retrieval 
functions. In the second series of experiments, which began on 
August 1, 1981 more advanced functions have been tested in- 
cluding data processing and connection with computers outside 
the system. 

The Captain system works this way. TV sets at subscribers 
homes are connected to an information centre — a computer — 
by means of telephone circuits. When information in needed, a 
subscriber pushes a wireless keypad. The computer then picks 
out and sends back the requested information, which is. dis- 
played on the TV in the user's home. Because its telephone cir- 
cuits have a limited capacity, the Captain system cannot transmit 
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ters, figures and graphs in eight colours. 
Eventually, NTT believes the Captain system сап Бе con- 
` nected to several computers outside the user's home. During the 
first test series, only 100,000 pictures covering some 180 fields — 
cooking, travel — were available. The 
` second test series doubled the stored data base. If hooked up to 
even more computers, the user's terminal would enable sub- 
scribers to do such things as balance their checking accounts at 
_ home, make airline and train reservations after checking car- 


| riers’ schedules, practise a French lesson, reserve a tennis court, 


- order food from a neighbourhood store and so on. 
Besides Captain, the model being used in western Tokyo will 
= employ a facsimile communications network service, video- 


vi енот service, multi-address communications service and 


О; 


... and instant holiday reservations. 





юы facsimile machines. These will enable a subscriber to ob- 
.tain questions from teachers and dispatch the answers, allow 
users to monitor local government meetings, view lectures and 
instruction sessions at community centres and obtain a broad 
range of municipal government information. 

NTT believes that when INS is completed, it will promote effi- 
En vid roduction, intense information and enormous energy sav- 

addition, it will help solve the social and economic tasks, 
v aiding both individual and industry. 

Once the pilot system in western Tokyo is under way, NTT 
will provide, on a commercial basis, telephone and other con- 
ventional services through INS to nearly 10,000 subscribers in 
Tsukuba Science City starting in the spring of 1985. Gradually, 
NTT will expand the system throughout the nation. At present, 
NTT plans to install various INS-related equipment in the 
nationwide network of its telecommunications bureaux to pro- 
T corum services in the fiscal year that begins April 1, 
1986. я 
What NTT's Kambayashi calls a sketch, rather than a full- 
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' о information. All data are transmitted in the form of let- 


ee phone subscribers are аан to im iai and 
«рк to complete the digital telephone network by 
around 1995. 

The public facsimile communications network and the digital 
data exchange will be extended to major Japanese cities by 1987 
or so. It remains uncertain now what impact this will have on 
present telex/telegraph services, though some of them 
doubtlessly will be phased out. 





ther visual communications for the system will take even 

longer. Moving pictures requires a transmission capacity 

some 1,000 times larger than that for telephones, with 
expense commensurately higher. Currently, analogue technol- 
ogy is handling advanced visual communications network much 
more economically. Present plans estimate such a system could 
be completed around the year 2000. 

In summary, then, the INS system intends to offer the follow- 
ing services: integrated centralised extension system acting as a 
switcher for business and other telephone and non-telephone 
terminals; video-conference service; ultra high-speed facsimile; 
teletex service for written Japanese; video transmission; data 
network; multi-media communications; communications pro- 
cessing; digital still pictures; digital telewriting; digital facsimile 
and telephone and a facsimile communications network. 

Because of the projected expense of the system, NTT hopes to 
convert much of the present system instead of replacing it 
wholesale. “We won't invest more money,” says Kambayashi. 
“We will use the same amount of money for the conversion pro- 
gramme.” 

Hisao Shinto, NTT's new dynamic president, predicted re- 
cently that if revenue and cost trends for his company remain 8n 
the same track, NTT could be losing money within five or six 
years. If that happens, the company must decide whether to bor- 
том эку to help finance INS or to postpone its completion. 

Like other Japanese Government agencies and operations, 
NTT has been under scrutiny by the so-called Administrative 
Reform Committee, headed by Toshio Doko, former head of 
Keidanren (federation of economic organisations). The com- 
mittee has been pondering ways to cut Japan's enormous budget 
deficits by slashing administrative costs. One possible way to do 
that would be to sever NTT's data communications service from 
the rest of the public corporation, making it private. Kam- 
bayashi does not think such reform efforts will affect the INS 
project at all, however. 

МТТ" rationale for INS is multifold. Telephone demand in 
Japan is now saturated with 56 million sets, or one for every two 
Japanese. The rapid increase of information equipment, such as 
personal and small business computers and office facsimile 
machines, will accelerate. There has also been long-standing 
criticism of NTT's rate structure, which dictates that long-dis- 
tance (750 kms) telephone charges cost 60 times as much as local 
calls, data communication 12 times and facsimile communica- 
tion 1.5 times as much. 

So far it has budgeted nearly ¥240 billion (US$872. 41 million) 
for equipment related to INS this fiscal year, ¥300 billion for 
next fiscal year, about ¥5 trillion for fiscal years 1982-84 and 
#20-30 trillion for the 20 years to 2000. 

There will be numerous benefits to various Japanese indus- 
tries and companies from INS. According to a report by Daiwa 
Securities Co., the chief industrial beneficiaries will be the 
‘semiconductor industry, including large-scale and very-large- 
scale integration and compound-semiconductor makers, optical- 
communications industry, communicationsequipment industry, 
‘computer industry, office CR industry and 
the information-service industry which offer information 
through INS. 

Leading companies include Nippon Electric, Fujitsu, Hitachi 
and Oki Electric in communications equipment and optical fibre 
manufacturers like Sumitomo Electric Indu Furukawa 
Electric and Dujikura Cable Works. NEC, ; Fujitsu, Hitachi, 
Toshiba, Mitsubishi Electric, Oki Electric and Matsushita Com- 
munication Industry are expected to play important roles in the 
project. a 
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both Kuwait's oldest and largest bank. 
This in itself is a powerful credential 


when it comes 
OIL FINANCING SKILLS, 7 
, , oil financing 
KUWAIT $ MOST Recently, we've helped raise 


RESOURCEFUL 
BANK 


If you want to know about oil, you can 


hardly start anywhere better than Kuwait. 


After nearly fifty years as a major oil- 
producer, there's scarcely any country in 
the world that can equal Kuwait's 
reservoir of knowledge and experience. 

And that, of course, includes the 
banking skills necessary to arrange 
finance for international oil shipments. 

One bank is notably in the lead in this 
demanding area. 

The National Bank of Kuwait. 

This isn't altogether surprising since 
we've been at the heart ofthe country's 
financial development since 1952. 

Today, with over 30 years' experience, 


facilities. 


loans for countries in Africa, Asia 
and Europe, acting as agents for the 
international banks involved in the 
syndications, as well as providing funds 
ourselves. 

The development of our oil financing 
business is one aspect of our growing 
strength in international syndicated 
lending, where we have played an 
important role in a highly impressive 


list of loan projects. In the past year alone, 


NBK lead, or co-managed, loans 
exceeding USS 2 billion. 

We have a network of over 700 corres- 
pondent banks worldwide, and represen- 
tative offices in London and Singapore. 

So our expertise is very accessible 
to you. 

If you would like to put Kuwait's most 
resourceful bank to the test now, please 
contact:- 





The National Bank of Kuwait S. А.К. 
Head Office: 

PO Box 95, Safat, Kuwait. 
Telephone: 422011 (20 lines) 

Telex: NATCRED 22451 KT 
NATBANK 23623 KT 

Credit Division - Multinational 
Telephone: 431088/440731/438340-50 
Telex: NBKMULT44836 KT 
Overseas Offices 

NBK Representative Office for the 
United Kingdom and Europe, 

NBK Overseas (London) Limited, 

1 St. Michael's Alley, Cornhill, 
London EC3V 9EX, England 
Telephone: 01-623 1881 

Telex: 892348 NBKLDN G 

The National Bank of Kuwait S. А.К. 
Representative Office for Singapore, 
South-East Asia and Australasia 
11-01 The Octagon, Cecil Street, 
Singapore 0106. 

Telephone: 2225348/2225349 
Telex: KUBANK RS 20538 


The National Bank of 
Kuwait S.A.K. 






LDWIDE 


We Make Your Business 
Completely Established 
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77 — PROFITS ARE EARNED THROUGH-USE — NOT OWNERSHIP — OF EQUIPMENT 
NOW, WE MEET ALL YOUR NEED — 
ANYTHING THAT BELONGS IN THE CATEGORY OF 
MACHINES AND EQUIPMENT IS AVAILABLE — MACHINE TOOLS, 
CONSTRUCTION EQUIPMENT, MANUFACTURING MACHINES, 
SHIPS AND AIRPLANES, OFFICE MACHINES, 
FREEZING EQUIPMENT — AND SO FORTH. 


THROUGH OLC'S NETWORK 
WE NOT ONLY MAKE YOUR BUSINESS COMPLETELY ESTABLISHED WITH LEASING 
BUT ALSO PROVIDE ALL FINANCIAL SERVICES YOU NEED 
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OLC's subsidiaries and affiliated Companies in Asia 


Hong Kong — Orient Leasing (Asia) Ltd Orient Leasing (Asia) Ltd. 


- Orient Leasing (Hong Kong) Ltd 
Singapore — Orient Leasing Singapore Ltd Licenced Deposit—Taking Company 


= . 
анна e eee Orient Leasing (HK) Ltd. 


Korea — Korea Development Leasing Corporation 





Equipment Leasing Specialist 


Orient Leasing Co., Ltd. ee ee dad 30th Floor, United Centre, 95, Queensway, Hong Kong. 
TOKYO ату E End Tel: 5-295522-7 Telex: 75680 OLCHK HX 
ri Lanka 


Lanka Orient Leasing Co., Ltd 
China — China Orient Leasing Co., Ltd 
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Frustrating foreign businessmen 


yet fragmented, distribution system that has frustrated 

many foreign businessmen. Despite the success of some 
nationwide chains, the industry is stiu characterised by single or 
family proprietorships: about 6095 of retailers have two or less 
employees, Retailers are tied sometimes by credit and usually by 
personal relationships to one or more wholesalers who also con- 
stitute a bewilderingly complex and socially woven system. 

Besides small stores can be found the Japanese version of 
supermarkets, department stores, specialty shops and conveni- 
ence stores, There is an infant mail order industry. A little less 
than half of all shops handle food products. Among the most 
successful foreign companies doing business in Japan have been 
fast-food shops such as McDonald's and Kentucky Fried Chick- 
en. Another recent success story is the proliferation of a 7 Ele- 
ven's chain of convenience stores. Without a partial breakdown 
of traditional attitudes about food and shopping, which acceler- 
ated in the 1970s, it is doubtful whether foreign companies 
would have made much of a dent in the Japanese retail industry. 

It has been suggested by Dodwell Marketing Consultants 
that, as a result of the adoption of Western styles of living, the 
number of small retail stores should have declined rapidly, ex- 
cept that many Japanese housewives (who still control a large 
portion of non-durable goods spending) still prefer to buy fresh 
food on a daily basis at the local store within walking distance. 
Small shops also specialise in items such as tea, clothing, shoes, 
pharmaceuticals and furniture. The owners buy goods from each 
Sther and personal ties between them and their customers are 
reinforced by shared community activities such as festivals and 
schools. Local shops usually form neighbourhood shopping as- 
sociations to facilitate organised activity. 

Small retail stores will often make deliveries, offer credit to 
shoppers and may offer prices that do not make sense in terms of 
financial analysts. In the majority of shops the retail business is 
not the sole source of income and the shop itself is part of the 
family living quarters. Therefore the cost of land — usually in- 
herited and carrying no mortgage — and the building can be re- 
garded as negligible. 

The Japanese distribution system is shaped to take into ac- 
count these small retail shops whose continued existence seems 
assured, given the tastes and customs of the Japanese consumer. 
These small shops, however, in turn require small-lot deliveries 
of goods because of limited storage space and capital. Many Ja- 
panese streets are narrow and crowded, spawning the multitude 
of small-scale wholesalers. Manufacturers and large-scale retail- 
ers are discouraged from entering these markets because of their 
sheer diversity: large stores are additionally restrained by law 
from usurping the markets of small shops under certain condi- 
tions. 

Foreigners trying to reach these small shops through direct 
selling will probably meet untold frustrations. As in other coun- 
tries, small businessmen along with farmers are the reservoir of 
traditional attitudes, especially towards foreigners. Since the 
amount of turnover for any single shop is low, the cost of de- 
veloping a market would seem to preclude marketing without in- 
termediaries. 

As mentioned earlier, some of the most successful foreign en- 
terprises have been fast-food and convenience shops including 
Dairy Queen (US), Wimpy's (Britain), Pizza Hut (US), Dun- 
kin's Donuts (US) and Shakeys (US). Virtually all these com- 
panies have joint-venture agreements with local partners: for 
example, McDonald's (US) has one with a nationwide bakery. 
Foreign companies introduced the concept of convenience 
stores and there are now many local shops that have adopted the 
model. Convenience shops are characterised by small floor 
space, long opening hours and few days closed for holidays, con- 
centrating on products with the fastest turnover and spontane- 
‚ ous buying appeal: 7 Eleven entered the market with a tie-up 
with Ito- Yokado and its shares have been spectacularly received 
on the stockmarket. 


J apanese retailing is the most visible part of the interlocking, 


FAR EASTERN ECONOMIC REVIEW e DECEMBER 3, 1982 


INDUSTRIAL JAPAN '82 





Department stores have a long history in Japan and until the 


mid-1970s dominated the large-scale retail market. They are 
usually divided, into two classes: the traditional such as Mit- 
sukoshi, Takashimaya, Matsuya and Sogo and the newer ones 
opened by railway.companies at prime sites alongside busy sta- 
tions. The latter include Seibu, Hankyu, Tokyu and Odakyu. 
Additionally there has been an aggressive breed of department 
store that promotes its products by liberal credit plans. Marui is 
the most prominent example. 

Traditional department stores first moved into luxury items, 
leaving mass goods for railway stores and credit chains. But then 
the railway stores and most recently credit chains also began to 


Ex-president Okada (top), fired and arrested: Takehisa, unpaid taxes. 
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frontier technology - 


lie oti is discovering the flexibility of the Japanese in- 
ustrial structure which, devised оп. relatively few natural! 
esources, has adapted itself quickly to a series of unex- 
traumatic developments. It may be worth remem- 

less than 40 years ago the country's industrial struc- 
completely geared to military objectives and then was. 


World War II to a primitive level. It has been said’ 
| West Germany's post-war econom miracles 
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pendent of zaibatsu control. 
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zaibatsu, sold off their shares to: the general public an 
plemented stringent anti-trust laws which were effectively 
ted afterthe Occupation ended, but the zaibatsu were nev 
to regain their former stranglehold on the economy. The c 
nation of a more liberal environment and a changing technologi- 
cal base allowed entrepreneurs to build entire industries — such: 
as electronics and motorcycles — іп the post-war period ind 


The anti-monopoly law was strengthened | in in 1977 and it 
is still a major political issue. Groups such as Mitsubishi, Mitsui - 
and Sumitomo have a system based on exchanges of information 
and regular business ties but they are not unitary bodies. The; 
existence of several large groups or companies іп any particular 
field means that, given the absence of government guidance, 
business decisions are generally made, on the basis of competi. 
tive principles. 

Japan has been hypersen sitive to world. economic conditions 
because of its dependence on exports: when it. joined the world 
economy in the late 19 conomy was not competitive with 
those of industrialised countries except in cheap handicrafts. ` 
Looking outwards, the industrialists geared their production to 
make goods acceptable rid market. 

А a ard 0 d was that.Japan chose to enter 

f: industrial. endeavour, whether. 


e mid-1960s Japan'sindus- — ^ 





new executives recently undertook a resurrection campaign to 
salvage Mitsukoshi's name. They literally held a clearance sale 
at which ¥15 billion worth of luxury items — purchased from 
Takehisa among other goods — were offered for sale at dis- 
counts of up to 60%. The sale attracted a queue of 5,000 before 
the store opened its doors that day but it is not yet known whe- 
‘ther Mitsukoshi's image can be saved. 


tail industry. They did not appear in great numbers until 

the 1960s. Several entrepreneurs made their fortunes by 
taking advantage of the changing consumption and shopping 
patterns of the country — as well as adopting Western-style 
scientific store-management practices. They sell not only foods 
— às Western stores do — but also a variety of consumer goods 
including durables. 1 

The largest supermarket іп Japan is Daiei, now also the 
largest retailer. Daiei has been particularly innovative in tying 
up with foreign companies. Some of its foreign partners include 
J. C. Penny (US), Marks and Spencer (Britain), Au Printemps 
(France), Swift (US), and Wenday's (US). Other supermarkets 
also have tie-ups with foreign companies but these occurred 
later and on a lesser scale. Seiyu stores have for example a lie-up 
with Sears Roebuck (US) and Petersville (Australia) among 
others. Ito-Yokado has tie-ups with Southland (US) and 
Denny's (US): 

Supermarkets as well as department stores have been de- 
veloping their own rietwork of overseas offices for purchases and 
their own domestic distribution systems directly from the man- 
ufacturer, bypassing trading firms which in the past had nearly 


S upermarkets have been a recent booming aspect of the re- 


trial structure resembled that of industrialised countries except 
that it was on a more elementary level: unlike other countries it 
could not protect itself as easily from the cycles and tremors of 
the world economy. Just as Japanese houses were then made of 
wood that collapsed in earthquakes at lit- 
tle cost, Japanese industries and their 
structures were built to last for a short 
span of time and move with the times in 
changing world conditions. 

This can be seen in figures gathered by 
University of Tokyo's Prof. Takafusa 
Nakamura. In 1950'about half Japan's ex- 
ports were textiles but by 1975 they only 
made up 5% of the total. In 1960 steel was 
34% of exports but later fell tod0%. The 
pattern was to move towards higher value- 
added goods based on technology. Japan 
was also sensitive to changes in fashion 
° and consumer tastes. Since the pace of 
technology changed rapidly, so did the 
structure of Japanese industry. 


apan's export competitiveness with 
comparatively old technology with its 
emphasis on heavy and chemical in- 
dustries was brought to the attention of 
the world in the late 1960s and early 1970s. 
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monopoliséd international trade and contacts. Even today nine? 
general tradjng companies handle close to 60% of Japan's im- 
ports and neat 50% of exports. i 

Trading coifipanies tried to develop and manage their own 
supermarkets inthe past, but when this did not prove successful 
they formed tie-ups with smaller distributors and retailers for 
handling specific Commodities. Examples include the provision 
of coffee to numerdus coffee shops and the processing and mar- 
keting of confectionéry. 

Differences between'the Japanese retailing system and those 
of other countries are Harrowing as the Japanese adopt particu- 
larly attractive points and systems from abroad. Virtually every 
significant retail practice fóund in Europe and the United States 
has a counterpart here, though it may have been altered to suit 
Japanese practices or learned imperfectly, What is ех! 
ary is that the retail industry cannot for a long time 
adopt Western principles of rationalisation and efficiency be- 
cause of the durability of small local shops that defy market price 
mechanisms. The retail industry has to grow round this special 
situation and adapt itself to it. 

A final note should be mad@of Japanese products best known 
Overseas — cars, stereos, video products and precision instru- 
ments. Most manufacturers managed tó battle into the Japanese 
market by creating their own outlets or by feeding specialty dis- 
count shops in a difficult struggle against established dis- 
tributors. Companies such as Sony, Matsushita, Toyota and 
Honda have built their own direct factory-to-retail systems. @ 





Another development was the oil shock of 1973 which made 
Japan realise its total dependence on outside energy and raw 
material sources. In particular, the higher cost of petrol made in- 
dustriés consuming large amounts of energy vulnerable to com- 


Its exports were growing annually at 20%, 
partly because of the fixed exchange rate 
of ¥360:US$1. Several developments in 
the 1970s provided the stimulus for Japan 
, to adapt its industrial structure. 

' Опе was the severe criticism of the 
population that heavy and chemical indus- 
tries aroused. At the same time, relatively 
unsophisticated production processes of 
heavy and chemical industries could be 
adopted by countries with lower wages 
such as South Korea and Taiwan. The 
pressure of added costs to deal with pollu- 
tion and increasing competition in the 
world market was enough to make many 
industrial groups shift their capital to 
higher technology industries. 
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If your container shipments are headed for 
Japanese and American markets, Y.S. Line can 
provide fast, efficient and reliable service. 

Y.S. Line containerships leave Japanese ports 
for the Atlantic Coast every 6 days, for Cali- 
fornia every 3 - 4 days, and for the Pacific 
Northwest Coast every 5 days. Plus, Y.S. Line 
offers container service on both the Far East/ 
Middle East and the Far East/Australia routes. 
So the next time you have a shipment for 
Japan og North America . . . . call one of our 
container specialists in Hong Kong. There are 
lots of them there ready to help you. 


""YS.LINE 
YAMASHITA-SHINNIHON STEAMSHIP CO.,LTD. 
Head Office: Tokyo, Japan 
+ Hong Kong: Yamashita-Shinnihon Line (Н.К) Ltd. Tel. 5.295501 


Agents 
Manila: MOF Shipping Co., Inc. Tèt. 48.35.21/22 Singapore: Sunship Agencies Те! 
Port Kelang: OPTORG CO. Те! 387001 Penang: OPTRG CO Tel. 63245 
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Mitsui O.S.K. Lines' Alligator Service 
is a dynamic force throughout Asia. 
It has 5 routes which link the major 
ports of Asia with Europe, the 
Mediterranean, the Red Sea, the Gulf 
and South Afríca, and a direct route 
from Korea, Hong Kong and Taiwan 
to the U.S. West Coast. Besides 
these major arteries there are also 

4 routes which offer services 


between Japan and Manila, Bangkok, 


the Straits, and Indonesia, plus 
container services between Japan/ 
China and the Far East/Australia. 
With all these routes and a full range 
of containers to choose from, the 
Alligator Service is ready to take on 
cargoes anytime and anywhere. Just 
consult with your experienced Mitsui 
O.S.K. container specialist. 


ES Mitsvi OS K. Lines 


Head'Office: Tokyo Japan - 


Hong Kong: Mitsui O.S.K. Lines (H.K.), Ltd. Tel.5-293110 Manila: Maglines Agencies, Inc. Tel. 
50-66-11/18 Bangkok: Mitsui O.S.K. Lines (Thailand) Co., Ltd. Tel.234-6252 Singapore: Mitsui * 
O.S.K. Lines (Singapore) Pte. Ltd. Tel.911595 Kuala Lumpur: PSD Shipping Sdn. Bhd. Tel.88911 
Jakarta: c/o Gesuri Lloyd P.T. Tel.670116 Seoul: c/o Hyopsung Shipping Company Т21.28-7751 
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aluminium industries. 

The oil shokku affected the premise of 
government policy. The Ministry of Inter- 
national Trade and Industry (Miti) as re- 
cently as 1980 made the securing of stable 
energy resources Japan's industrial prior- 
ity. This gave impetus to enormous invest- 
ment in oil exploration and long-term con- 
tracts; in the current recession, these ef- 
forts have proved unprofitable for the 
most part. 

The dizzy cycles of the world economy 
— from rampant inflation after the first oil 
shock to the 1974-75 recession and then on 
to more recent boom and bust years — af- 
fected Japan but not traumatically: previ- 
ously the country had experienced much 
worse. This time, Japan had made a rela- 
tively smooth transition into a high 
technology-based society with declining 
dependence on basic assembly, a low level 
of pollution and a worldwide network of 
energy procurement. ; 

Part of the adjustment was costly to in- 
dividual enterprises in terms of effort and 
sometimes results. Until recently Japan- 
ese firms plunged headlong into capital in- 
vestment and took on debt burdens that 
would have frightened а Western banker. 
While the country enjoyed rapid growth, 
the debt burden was not the centre of if- 
terest but when recently; in the wake of 
the second oil shock of 1979-80, the econ- 
omy seemed headed towards a permanent 
level of lower growth rates, companies set 
about shedding debt. This was combined 
with rationalisation of production. The 
adjustment of industries in this respect 
had a direct consequence on both the fi- 
nance sector and employment. Banks 
were no longer as critically important to 
industries they were once because much 
new capital investment ‘was self-financed 
as industries became wary of getting into 
debt. Rationalisation of production meant 
that fewer workers were needed and this 
became apparent in higher than usual un- 
employment. 

It is too early to mark the demise of 
Japan's heavy and chemical industries by 
saying that Japan will shift primarily to 


“high technology, but the general trend is 


unmistakable. The government has recog- 
nised that the country will be forced 
to move up the scale into industries 
that require less energy consumption and 
more sophisticated value-added рго- 
cessing. 

Miti says that, for the 1980s, the most 
critical point is the relationship between 
energy and industrial structure. Even as- 
suming that Japan will face no acute 
energy shortage, it must use less energy 
and more knowledge-intensiveness. Miti 
asserts that in future Japan will concen- 
trate on technologies for the development 
of alternative energy such as nuclear 
power. It has targeted technology fields in 
medicine, housing, transportation and 
education to improve the quality of life. 
To the chagrin of the West it has also 
targeted the information, aircraft and 
space industries as priorities too. Bl 
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WOMEN AT WORK _ 


Equality and care of 


while men make history, women are history. A man 
wants children so that they can carry on his line as suc- 
cessors to a historical tradition. A woman wants a man to make 
her a mother, secure a niche for herself in history and consum- 
mate her fate. The conflict between men and women begins 
from such sources, for while men fight men to win women and 
protect the family line, such male politics lead ultimately to the 
loss of children, an outcome that women deplore. Yet is it really 
possible, as asserted by Spengler, to describe the relationship 
between men and women througout the whole of human history 
merely in terms of a battle between the sexes? 
According to Spengler, the conflict between men and women 
originates in the need to preserve the family line. The Japanese 
counterpart to this male-centered view of the world perhaps is 


О swald Spengler's eloquent Decline of the West says that 


that of the famous intellectual leader Yukichi Fukuzawa. Al- - 


though Spengler's battle between the sexes plays no part in 
Fukuzawa's thinking, the two are linked in their view of women 
as preservers of the species. As Fukuzawa wrote in an 1885 
treatise qn Japanese women: “If we are to improve our race 
through our own efforts, we must strive to raise the level of our 
progeny by making Japanese 
women more mentally active and 
physically strong." 

From this perspective, pro- 
voked by a powerful sense of indig- 
nation at the disdainful attitudes 
towards women prevalent at the 
outset of Japan's modernisation 
period, Fukuzawa called for sexual 
equality. Half a century before 
Simone de Beauvoir came on the 
scene, Fukuzawa declared that Ja- 
panese women should become in- 
dependent and that their role in 
building Japan into a civilised na- 
tion could not be overlooked. He 
believed that equality of the sexes 
was vital to the preservation of the 
species and that the flourishing of 
civilisation required women who 
were superior intellectually, physi- 
cally and emotionally. 

Fukuzawa did not see the exis- 
tence of women solely in terms of 
preserving the species. He con- 
tended, for example, that it would 
be better for women. to work as 
seamstresses than to remain idle at 
home. Fundamentally, however,- 
Fukuzawa believed that the oppor- 
tunity to work was a condition needed for women so that they 
could bear and bring up sound progeny. He did not see women as 
a source of labour contributing to the national economy and this 
constitutes one of his major failings. 

In the century that has passed since Fukuzawa wrote his 
treatise, the status of Japanese women has risen to surpass his 
expectations. Fukuzawa was moved with pity at the joyless exis- 
tence endured by the women of his time and angered by the self- 
ishness and unfairness of men, who had enforced a custom for- 
bidding the remarriage of widows and denied women the right to 
divorce their husbands. $ 

What is the situation today? Obviously women enjoy a greater 
degree of freedom not only when it comes to enjoying life but 
also in regard to marriage, divorce and remarriage. Ironically, 
however, Fukuzawa’s hopes seem to have been frustrated for 
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Eiko Shinotsuka is an economist at the Japan Economic Research Centre. Her 
article is reprinted from Economic Eye, organ of the Japan Institute for Social and 
Economic Affairs. 
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Working women: mechanic Ryoko Kimura . . . 









major issue — the preservation of the species. 
Evidence of (ћіЅ й provided by statistics on the declining birth- 
rate (from 29.4 bitths per 1,000 population in 1940 to 13.6 births 
in 1980), the soarimy divorce rate (from 0.68 cases per 1,000 


‚ population in 1940 to 1.22 cases in 1980) and the number of 


broken homes. Howeyer, it is not Fukuzawa's fault that the in- 
dependence of women jd equality of the sexes have not led, as 


to-Karl Bücher's Die Frauenfrage im Mittelalter — (Women in 
the Middle Ages), women in Frankfurt were engaged in some 
crafts and there is conclusive evidence that guil 


consisting. 
exclusively of women existed. In Japan, the emperor granted т 
craft licences to women engaged in sorcery, peddling and selling — 


cotton and fish. These women were exempted from 
annual taxes and compulsory labour, as well as 
taxes. 


yment of 
om travel 


all stations in life, affecting re- 
lationships between men 
women, mast 


the family there wasa strong social 
awareness, and people never iso- 
lated themselves in single house- 
hold units. This can be interpreted 


strong family ties was suppressed - 
as long as there wasan intimate in- 
volvement in society. 

In the Middle Ages children - 
were not educated in schools; 
Schools did not appear until the 
development of families consist- 


children, according to Philippe 


Medieval attitudes towards equal- 
ity seem to have been eroded by 


abilities and the establishment of ' 
gender-specific roles. t 


and substantial as those that formerly prevailed. A society in - 
which equality is granted to every individual is ultimately a so- 
ciety in which it is possible to live independently of others and 
that does not attempt to exclude outsiders. In such a socie fs ks | 
there is little need for a family to return to in case one is ostra- vim 


cised. 


tight, today's homemakers often feel that they would 


In medieval times such attitudes towards equality extended to. : 


and servants, | 
adults and children. Even within _ 


to mean that the formation of - 
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he hoped they would, tê better preservation of the species. 
Today is, of course, not the first time in history thatequality of — | 
', the sexes has come to the foge. From the Ith to the 15th or Ióth.—— 
century in Western Euro well as in Japan, women engaged 
in crafts alongside and on a footing with men. According 
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ing of a husband, a wife and their _ 
Aries in Century of Childhood. _ 


the, agricultural revolution, the — 
outbreak of wars and other deve- 0 
lopments that led to the dévelop- _ 
ment of value systems based on — 
differences in men's and women’s _ 


E ven in cases where the family budget is not particularly — 


rather have a part-time job and engage in some kind of 
outside activity with other people than stay cooped up at home. 
Society is now so open that it is easy for women to engage in 
such activities. Active women can even choose careers in which 
ne vil never have to rely on men for económic support. 
е more egalitarian a society becomes, the less attraction a 
woman finds in bearinga large number of children and devoting 
her entire life to her family. The general pattern is to bear fewer 
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_ from the economic perspective, It remains to be seen whether 
women's participation in the labour force will develop enough 
influence to change the course of history. 
` The degree to which women have achieved economic inde- 
pendence, though not the actual nature of this independence, 
can be gauged from the numerical size of the female workforce. 
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men’s is a clear indication of the high proportion of female work- 


- ers employed on a short-term basis at low pay. 


_ A major factor causing low femalé wage levels in recent years 
has been the growing number of women employed in part-time 
jobs. Part-time employment is not, of course, a new phenome- 


“поп. However, it emerged as an important element of business 


strategy as companies tried to streamline their operations fol- 
lowing the oil crises. Unable to lay off their regular employees 


_ because of the lifetime employment system, companies decided 


to increase the use of part-timers and casual workers, who could 


- be hired and fired at will. 


Still, part-time work did not expand to its present extent solely 
because of demand from business. Unable to find suitable full- 


- time work, the majority of middle-aged and older women have 


been transformed into a group willing to work whenever re- 


- quired provided that the location is close to home and the work- 


ing hours are short. This type of supply in the labour market has 


- neatly matched the demand from business. 


The attitudes of these women towards work are not entirely 


Also at work: jewellery designer Etsuko Sonobe. 


` clear. In the majority of cases, difficulties with family finances 


are apparently not the motive for working, for surveys show that 


- nine-tenths of the Japanese consider themselves to be middle 


class. The reasons given by the women themselves are the desire 
to have more leeway in the family budget and the desire to par- 
ticipate in society. Women who only wish to earn a little pin 
money while still maintaining their status as dependents for tax 
purposes can, under the existing tax system, earn up to 
¥790,000 (US$3,000) a year. 

Table 2 reveals some surprising facts about recent conditions 
for female part-time workers. Part-timers generally remain in 


- their jobs half as long as full-time workers and work the same 
number of days per month. Their daily working hours are only 


two hours shorter. Yet in terms of annual income, one full-timer 
earns as much as two part-timers. Despite the unfavourable 
wages, an increasing number of middle-aged and older women 
are opting for part-time work. The reasons for this are the ab- 
sence of any other type of employment for which they are qual- 
ified and the fact that part-time work in many cases allows them 
to maintain their status as dependents. Perhaps another factor is 
women's increasing desire to participate in a more open society. 

From what we have seen so far, one must rate the economic 
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the average the half as much i$ men and as part-tim- 
ers, they earn about half as much as they would if they were full 


time. And yet the low annual wages earned by women play a sur- 
prisingly important role in the household budget. The real in- 
come of households in which both the husband and wife work 
(whether the wife works part time or full time) is 15% higher 
than that of traditional Households in which the husband is the 
sole breadwinner. This is because the wife's income amounts to 
one-third of the husband's regular income. In addition, house- 
holds in which the wife works have 22% more left over for sav- 
ings than traditional households. A new gap is beginning to open 
up between households of this type and traditional households 
in terms of the distribution of income. 


dependence in the context of the overall labour market, 

the wages earned by a working wife serve as a powerful 
prop for the household budget and increase the wife's influence 
n the home. Seen from another angle, the wife's earnings are al- 
leviating financial difficulties that have arisen because the hus- 
band's wages in this low-growth era are no longer rising rapidly. 
With the aging of society, moreover, the wife's earnings reduce 
anxiety over life after retirement. 

The growth of the female labour force is an undeni- 
able fact but as far as wages are concerned, it is obviously 
too early to speak of female workers' economic indepen- 
dence. Nevertheless, female participation even at the 
present level is causing changes and confusion in the 
existing economic system. The system that has prevailed 
until now has been based on a family unit with a distribu- 
tion of roles under which the husband goes out to work 
while the wife remains at home. For this reason, ia- 
equalities began to emerge as the number of households 
with both husband and wife working grew. 

A prime example of this is the pension system, which 
is now facing a crisis in its financial administration. The 
employees' pension insurance system was set up on the 
basis of the traditional household in which the husband 
works while the wife stays at home. Now traditional 
households are outnumbered by households in which 
both husband and wife work, the respective totals in 
1975 being 10.2 million and 11.1 million, and the former 
are entitled to much lower pension benefits than the lat- 
ter. One way of correcting this discrepancy would be to 
scale down part-time workers' pension benefits. 

А second problem concerns the tax system. The exist- 
ing system of deductions for dependents generates in- 
equalities because it allows the same deduction for the 
spouse as for any other dependent. Surely it is reason- 
able to distinguish between children, old people, in- 
valids, and so on, who are totally dependent on the 
head of the household, and the wife, who is capable of 
working and can decide for herself whether she wants 
to have a job. 

Finally, there is the problem of the declining birthrate. What 
is needed is a campaign to enhance popular awareness of the un- 
desirability of a low birthrate. One measure, even though its ef- 
fect may not be great, would be to improve the provisions of the 
children's allowance programme for low-income families with 
three or more children. Also, though allowances for single-par- 
ent families supported by a divorced mother do not constitute a 
major problem in view of Japan's low divorce rate, it is impor- 
tant to rethink allowances of this type not only from the 
standpoint of preventing poverty but also to avoid creating in- 
centives to divorce. 

At present, the Japanese family is still functioning adequately 
as an economic unit. Since the participation of women in the 
workforce is an inevitable part of the flow of history, we must all 
accept this and consider ways to maximise its advantages and 
minimise its disadvantages. The key to whether our country 
progresses or declines will lie in our awareness, or lack of aware- 
néss, that a society with an intermingling of heterogeneous ele- 
ments — young and old, men and women, working women and 
full-time homemakers, foreigners, disabled people — has more 
vitality and offers more opportunities to learn. [г] 


T hus, even though women have not achieved economic in- 
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It connects you to a worldwide 
electronic network. 


The Citi of Tomorrow. An electronic banking net- 
work with over 2,300 Citibank offices worldwide— 
helping you speed transactions and simplify 
operations. 

Case-in-point: Orient Overseas Container Line— 
part of the C. Y. Tung Group—pays almost a $95,000 
fee each of the 36 times a year its ships use the Suez 
Canal. Citibank's electronic network and Citibankers 
Georgia A. Mickey and Charles K. W. Kung eliminate 
costly delays at the Canal and help the Hong Kong com 
pany transport goods to Europe. Read on to learn how 
























An Orient Overseas ship must pay a fee before it 
enters the Suez Canal. If payment begins when the 
ship arrives, the ship waits at the Canal—at a daily 
cost of almost $16,000—until funds pass through сог; 
respondent banks. The other choice: begin payments 
8 to 9 days before arrival and lose the float 

Solution: Orient Overseas electronically instructs 
Citibank New York to transfer funds to Citibank 
Port Said. Citibank then provides same-day value 
funds and the ship proceeds 
To learn more, call an account manager 
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In 1879 we opened a branch office in New York and benefit to everyone. 
the next year another in London. That's over a century To accomplish this we have needed the backing of 
ago now and we have come a long way since then. But technology. We are active in the promotion of technology 
Mitsui is still Japan's oldest and most experienced trading transfers from Japan to the rest of the world and vice 


company. versa. A good example is our pioneering introduction of 
Over the last 100 years we have succeeded in estab- biotechnology to Japan. 

lishing branches in most countries of the world. Mitsui is In cooperation with the people of the world, we are 

a vast trading company with the objective of promoting striving to cultivate new strains and to promote the ex- 


and expanding the internationalization of free trade. We change of seeds globally to ensure good harvests in the 
have found that, by putting roots down in the four corners years ahead. 

of the world, we are able to contribute to trade promotion 

and the economic Чакор of ks he ig de р ijr 

of differing climatic conditions we have taken root in e 

country by adapting to the local economic climate, and MITSUI & CO., LTD. 
we have assisted in the spread of the green belt of 1-24, Ohtemachi, Chiyoda-ku, Tokyo, Japan 

prosperity. Sowing the seeds of a new strain is proving of СРО. Box 822, Tokyo Cable: MITSUI TOKYO Telex: J22253 
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Confrontation looms over proposed Thai public-sector price rises 


Stand-off room only 


By Paisal Sricharatchanya 
Bangkok: The Thai Government's deci- 
sion to reverse a recent bus-fare increase 
in the wake of student and labour protests 
(REVIEW, Nov, 26) has given rise to con- 
cern in official quarters here that it may 
now be difficult for the authorities to im- 
plement a major package of policy re- 
forms aimed at increasing the prices 
charged by various vital public utilities — 
which have been operating at heavy losses 
and under substantial government sub- 
sidies — to bring them more into line with 
costs, кш» 

A price-reform policy is now considered 
essential in view of, substantial revenue 
shortfalls and a widening budget deficit on 
the back of the generally depressed 
economic situation. Moreover, some 
sources link the move to reform utility 
prices to World Bank conditions accom- 
panying a US$150. million structural ad- 
justment loan (SAL) obtained by Thai- 
land earlier this year. 

The November. 6 bus-fare increase, 
from Baht 1.50 (6.5. US cents) to Baht 2 
for the first 10 kms, which was frozen on 
November 25 following a spate of widely 
publicised demonstrations in Bangkok, 
was in fact part of a broader price-reform 
package already approved by the cabinet 
which calls for higher rates for Bangkok 
and upcountry tap water, nationwide rail- 
ways and telephone services. With the 
Bangkok bus service topping the list, 
these public utilities have all been running 
at severe losses in recent years. 

The REVIEW has learned that state en- 
terprises operating these services in- 
tended to raise prices either in December 
or January; but given the kind of political 
backlash evidenced in the protests against 
the bus-fare increase, it has become in- 
creasingly uncertain whether the planned 
timetables could. be made to stick. A spe- 
cial committee has yet to probe the finan- 
cial condition of. the Bangkok Mass 
Transit Authority (BMTA ), the state-run 
capital bus company which claims а 
monthly loss of more than Baht 70 million. 
and rule whether a fare increase is war- 
ranted. 

Meanwhile, the Communications 
Ministry has reportedly postponed a deci- 
sion by the State Railway of Thailand 
(SRT) to raise passenger-train fares on 
December 1. Without the price adjust- 
ments (which would earn an additional 
Baht 100-million-plus annually), the SRT 
expects to see its losses rising from about 
Baht 400. million this year to some Baht 
600 million in 1983. 

The timing of the price reforms is cru- 
cial in view of the planned general election 
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which, many political analysts now be- 
lieve, will take place in June 1983. The 
government obviously does not want any 
form of public disorder in the months be- 
fore the election. Therefore it is possible 
that it may delay some of the more politi- 
cally sensitive price adjustments — such as 
bus and train fares, which directly affect 
low-income groups — until such time as 
the authorities can present a foolproof 
case to the public for the necessity of such 
increases. 


here is no denving that the increases 
аге urgent. The ailing financial condition 
of the BMTA serves às a clear example. 
During its seven years' operation, the 
Bangkok bus company has accumulated 


Bangkok buses at work: fares a sensitive issue. 


an estimated Baht 3.5 billion in total 
losses. Total outstanding debt stood at 
about Baht 2.2 billion at the end of May 
this year. Management inefficiency and 
corruption are believed to be major fac- 
tors behind this disastrous performance 
but equally important, if not more so, is 
the corporation's inability to adjust prices 
quickly in accordance with higher fuel and 
other operating costs. Equally hamstrurig 
by rigid government regulations, ineffi- 
cient management, corruption and tardy 
and inadequate price adjustments, many 
other state enterprises have found them- 
selves in similar loss-making positions. 
Although there was no public an- 
nouncement, the confidential cabinet de- 
cision on October 5 to implement the price 
reforms in accordance with recommenda- 
tions by the Finance Ministry reflects a 


new government policy stance that such 
unfavourable conditions cannot be per- 
mitted to continue. Informed sources told 
the REVIEW that various ministries super- 
vising the state enterprises which are re- 
sponsible for the loss-making public 
utilities — including the Bangkok bus ser- 


vice, metropolitan and provincial water- - 
works, railway and telephone services — _ 


were in effect empowered by the cabinet 
to execute the price reforms on the pre- 
condition that before the price increases 
take place, the responsible state enter- 
prises must prove that they are taking con- 
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crete steps to improve efficiency and | 


minimise expenditure. 
The uproar over the bus-fare increase 
and the subsequent government decision 





to freeze it pending an investigation into 
the BMTA's management and financial 


position, came about apparently because _ 


the bus agency was not seen to make any 
serious attempt to improve efficiency but 
simply raised fares to alleviate its mount- 
ing losses. Sources said that if the first 
price increase, to Baht 2 for the first 10 


kms, had gone well, a second price rise to _ 


Baht 2.25 would have followed in accor- 
dance with a Finance Ministry-recom- 
mended scale.. The BMTA has claimed 
that it would require a Baht 2.50 fare to 
break even. 

The price-reform policy is needed bé- 
cause the government cannot afford to 
continue subsidising ailing state enter- 
prises in view of substantial revenue 
shortfalls and а widening budget deficit 
brought about by the generally depressed 
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economic situation. Latest unofficial fig- 
ures put the budget deficit for fiscal 1982 
(which ended in September) at Baht 37 
billion, 76.2% more than orginally pro- 
jected. 

As tax collections continued to dip 
below targets, the government introduced 
a package of sweeping tax changes in mid- 
October which was aimed at raising anad- 
ditional Baht 10.1 billion in tax revenue 
during fiscal 1983 (REVIEW, Oct. 29). “As 
the recession abroad and the economic 
slowdown at'home are likely to persist for 
a considerable length of time, all indica- 
tions point to below-target revenue collec- 
tions. The government simply cannot af- 
ford to carry the burden of subsidising the 
losing [state] enterprises.” commented 
one senior government economist. 

Other sources link the latest price-re- 
form decision to part of the conditionality 
under Thailand's first SAL of USSI50 mil- 
lion. According to one reliable report, the 
Finance Ministry told a cabinet session in 
April that in complying with World Bank 
requirements attached to the SAL, which 
was signed in mid-March, the government 
had to formulate definite plans before 
September 30 for raising public-utility 
prices which were below realistic levels. 
The SAL conditionality covers five speci- 
fic areas of economic-policy reforms, one 
of which relates to energy pricing 
(REVIEW, June 4). 

Notwithstanding these factors, there 


l ; A „Ж. 
Thai train: losses expected to rise. 


appears to be a growing awareness within 
top government economic-planning cir- 
cles of the irrationality of traditional gov- 
ernment subsidises for public utilities — 
and hence a new feeling that such prac- 
tices should cease. While it is generally ac- 


@epted that there is much room for man- 


agement improvement and the elimina- 
tion of corruption in the BMTA, some 
economists reject the sentiment behind 


For whom the bell dings 


Bangkok's public bus service has been heavily in debt 
since it started — and things are getting worse 


Bangkok: The financial problems of the 
Bangkok Mass Transit Authority 
(BMTA) — a state-run enterprise in 
charge of operating the Bangkok bus 
service — were with it from its very be- 
ginning seven years.ago and the author- 
ity has since gradually deteriorated to a 
state of near bankruptcy today. Owing 
to the combination of management inef- 
ficiency. alleged corruption and the ina- 
bility to adjust bus fares in line with ris- 
ing energy and other operating costs be- 


cause of political constraints, total ac- 
cumulated losses to date are unofficially 


estimated at about Baht 3.5 billion 
(US$152 million). It had Baht 2.2 billion 
in outstanding debt as of May. 

The nationalisation of Bangkok's bus 
service in October 1975 by then prime 
minister Kukrit Pramoj's government 
might have been done with good inten- 
tion; but the takeover was ill-prepared 
and government action to bolster the 
BMTAvs position in the years that fol- 
lowed was ill-conceived, inconsistent 
and half-hearted, As a result, past and 
present management teams have been 
forced to concentrate on solving a con- 
tinuing series of short-term liquidity 
problems without the resources to em- 
bark on long-term improvement plans. 


From its inception, the agency had a 
negative cash flow of Baht 40.8 million 
as the then government ordered the pur- 
chase of buses from 24 private operators 
and compensation payments to their 
workers totalling Baht 370 million but al- 
located a budget of only Baht 329.2 mil- 
lion. It had to borrow heavily in sub- 
sequent years, mainly from the state-run 
Krung Thai Bank and the Government 
Savings Bank, to finance virtually all as- 
pects of operation, including a Baht 1.1 
billion loan to purchase 2,500 new buses 
in 1977. 

For a relatively large state enterprise 
with ‘more than 23,000 workers, servic- 
ing some 2.6 million commuters a day in 
Bangkok and five surrounding provinces 
and operating about 5.1 million passen- 
ger-trips daily, it is considered incredible 
that the BMTA has operated all these 
years by renting most of its repair ga- 
rages, offices and parking lots from 
former private bus operators; it has few 
of these facilities of its own. Of the total 
5.574 buses in its inventory, only 4,061 
are operational, of which 1,640 are 
rented from private companies. 


9 In a report submitted to the cabinet in 


June to support a request for bus-fare in- 
creases, the BMTA management, under 





past protests-against bus-fare increases on 
the grounds that upcountry people who 
have no access to the metropolitan bus 
service end up having to help subsidise the 
more affluent Bangkok residents. The 
same argument applies in reverse to such 
state enterprises ashe Provincial Water- 
works Authority, which has managedgto 
charge low water rates through indirect 
subsidies by Bangkok water-users. 


its controversial director, Vimol Siripai- 
boon, also asked for a Baht 1.9 billion 
budget for the construction of perma- 
nent offices and garages throughout 
Bangkok; Baht 33 million for a heavy- 
duty repair workshop; Baht 965 million 
to purchase that part’ of the bus fleet 
which is now rented, and, perhaps more 
important, a transfer of its Baht 2.2 bil- 
lion in outstanding debt to the govern- 
ment. 

Given government revenue shortfalls 
and budgetary constraints, most of these 
requests are likely to be rejected. How- 
ever, informed sources told the REVIEW 
that the Finance Ministry is contemplat- 
ing a number of alternatives to convert 
the debt into long-term liabilities, in- 
cluding one option to issue long-term 
bonds to cover the full amount. The debt 
includes about Baht 1.3 billion in bank 
loans (excluding the Baht 1.1 billion loan 
committed in 1977 which has already 
been transferred to the government), 
and about Baht 700 million mostly in un- 
paid fuel bills. 

As the BMTA struggles to make fi- 
nancial ends meet, it must also improve 
services to legitimise fare increases. One 
of the arguments for the 1975 takeover 
— which said nationalisation could help 
alleviate the public's hardship through 
government stabilisation of fares — has 
not only been fulfilled but has now be- 
come counter-productive. What com- 
muters want to see now is less-crowded 
buses and better standards of service. 

— PAISAL SRICHARATCHANYA 
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1980s in late November. the deputy 
tor of the BoT's economic research 
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Thailand has E hew IMF borrowings though 
the funds are not needed right away 


$ running down their- i im. 
ER S demand will pick up quickly [as] in | 
By Paisal Sricharatchanya past. This will маай the case so long as 
Bangkok: The арк с Thailand (BoT) | year. Against a 15% expansion in 1981, | Thailand cannot solve the problem of 








— the central bank = уаз s obtained the In- | imports are projected to decline in abso- | over-spending and reduce imports or 
ternational Mo etary F nd’s permission | lute terms by about 4-4.5% this year | permanent basis.” Believing that im; 
to withdraw up. to 27| .5 million special | owing largely to the recession-induced | will gradually pick up next year, се 
drawing rights or SDRs (US$298.6 mil- | economic slowdown and investment stag- | bank planners now expect the 
lion). The bank is anxious to pursue | nation. Setting this against a 10% export | account deficit to worsen in 1983. 
«sr е and the new credit line | growth rate, the current-account deficit The IMF borrowing. amoun 


isa precaution agai {a possible deterio- | for 1982 is estimated at US$1.2 billion, | 100% of Thailand's quota, is a 
ration in Thailand’ s jane of payments | down a whopping 53.8% from. the US$2 6 | undera one-year standby programme. ( 
in the short and billion deficit in 1981. ficial sources told the REVIEW 


The latest bo approved by the However, the central bank regards the first drawdown of SDRs 47.4 mil 
IMF board of dir B Novérhbey 17. | improvement as temporary and expects | due towards the end of November 
caused some surprise, since the balance of | deficits to worsen again once normal | disbursement of the remaining 
payments has improved substantially this | economic activity picks up. The IMF cre- | ments running through to Dece 
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| The loan represents an extension to а 
_ similar IMF two-year standby credit line 


- which was approved for Thailand in June 






bank had obtained permission to with- 
— draw up to SDRs 814.5 million (REVIEW. 
: Ei 10, '81) but the programme was 
j^ ited last year after Thailand withdrew 
only SDRs 345 million. Central bank 
sources cited a severe deterioration of the 
current-account position in 1981 plus a 
bsequent need to review Thailand's 
verall economic- and financial-policy di- 
.. rections as the reasons for halting the car- 
_ lier credit programme. However, reliable 
- sources attributed the halt to an "expan- 
. —sionary" budget Thailand implemented 
- — during fiscal 1981 (starting from October 
| 1980) which ran counter to the IMF's con- 
itionality on budgetary austerity. The 
country's economic management was then 
under former deputy prime minister and 
economic overlord Boonchu Rojanasat- 
hien, an advocate of aggressive growth. 










































A shift in emphasis from aggressive 
growth to austerity was evident under 
the team of Finance Minister Sommai 
- Hoontrakul and his stability-conscious de- 
| puty Phaichitr Uathawikul which succeed- 
| ed Boonchu. Against a 22% rise in expen- 
— diture under the fiscal 1981 budget, ex- 

К уле rose by 15% in the fiscal 1982 
- budget. The growth rate of expenditure 
— declined to only 9.9% in the 1983 budget, 
currently in force. Although Phaichitr re- 
— signed in June amid political in-fighting, 
= the belt-tightening policy has remained in 
js 





force under Sommai and central bank gov- 
ernor Nukul Prachuabmoh, who strongly 
advocates stability even at the expense of 
—— growth. The central bank sources said the 
new credit programme was approved after 

- — discussions with IMF authorities. 
` The sources denied reports that the 
IMF has imposed specific conditions in 
- such areas as the budget deficit, saying 
- that the new lending reflects the fund's en- 
- dorsement of the broad economic policies 
Thailand is adopting. As a senior central 
banker who was closely involved in the 
- negotiations put it: "The IMF seemed to 
` be more relaxed than before insofar as the 

. conditionality is concerned.” 

With US$8 billion in total external debt 
_ anda debt-service ratio amounting to 16% 
| — Thailand's credit rating is far better than 
..— many other Asian countries. IMF funding 
|. also means that the Thai Government 
does not have to borrow at higher interest 
-rates from commercial markets in the 
- foreseeable future. Sources said a US$300 
- million syndicated revolving credit facility 
— the central bank concluded in Hongkong 
in December 1981 was utilised only once, 
. in mid-1982. Less than half of the loan was 
drawn for about one month and there has 
. been no drawdown since. To date, Thai- 
land's total borrowings from the IMF — 
‘including the normal credit facility and the 
` compensatory-finance facility — amount 
- toroughly SDRs 500 million. a 
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PF. 


1981 but was not fully used. The central | 





on Richardson 

viet ‘sources have provided sur- 
prisingly detailed evidence of the 
heavy dependence of North Korea on 
foreign economic aid, contradicting Pyong- 
yang's assertions that its economic pro- 
gress since the mid- 19605 has come largely 
as the result of its own, unaided efforts. A 
report in the authoritative Soviet publica- 
tion Far Eastern Affairs, put out by the 
country's Academy of Sciences, says large 
segments of North Korea's heavy industry 
and even some of its light industry have 
been built with extensive Soviet financial 

and technical aid. 
In addition, it estimates that up to 40% 
of North Korea's increased output of 





some major products during the 1970s 
came from new Soviet-backed plants. This 
level of reliance on foreign aid has never 
been acknowledged by the staunchly inde- 
pendent regime of North Korean Presi- 
dent Kim II Sung. The Soviet report, by V. 
Andreyev and У, Osipov, both candidate- 
members of the academy, first appeared 
early this year in the Russian-language 


} quarterly Problemy Dal'nego Vostoka, 


the journal of the Far East Institute of the 
Academy of Sciences, which has often 
been used by Moscow to wage an ideologi- 
cal feud with Peking. 

The reappearance of the article in the 
institute’s English-language Far Eastern 
Affairs, which is intended for foreign dis- 
tribution, suggests that Moscow is uncon- 
cerned about debunking the policy of 
juche, or self-reliance and independence, 
which has become the cornerstone of 
Kim's ideology. 


H 

This development comes at a time when 
Pyongyang appears to be moving away 
from Moscow and tilting towards Peking. 
Evidence of this was provided by the 
North's decision to send only а vice-presi- 
dent, Pak Song Chol, to Moscow, for the 
funeral of Soviet president Leonid 
Brezhnev, It was noted that Kim himself 
had attended the funeral of Yugoslav: 
leader Josip Broz Tito in early 1980 
(REVIEW, Nov. 19). Kim toured China in 
following visits to Pyongyang 


September foll 
by Chinese elder statesman Deng Xiao- 


ping and General Secretary Hu Yaobang 
in April. Seoul, meanwhile, continues with 
its detente policy towards Moscow. In Oc- 
tober, three representatives of the official 
Soviet newsagency Tass visited Seoul to- 
gether with a ranking official of the Soviet 
Ministry of Culture, the first Soviet citi- 
zens to do so. E. 
Gan 

he Andreyev-Osipov article estimates 

that Soviet-backed plants account for 
60% of North Korea's output of electri- 
city, 45% of its oil products, 40% of its iron 
ore, 34% of rolled steel, 30% of raw steel, 
and 20% of fabrics. In addition it says: 
“The Soviet Union is taking part in the ful- 
filment of the programme for developing 
[North Korean] transport. It has provided 
it with powerful diesel locomotives, 
rendered assistance in designing and 
equiping the Pyongyang subway and in 
modernising the Rachgien [Najin] port 
to handle Soviet cargoes, including the 
reconstruction of the railway from 
the Tumachan border station to Rach- 

ien." 

Much of the aid from Moscow has been 
given in the past 10 years. "Our estimates 
show," Andreyev and Osipov said, "that 
the commissioning of enterprises and in- 
stallations built in [North Korea] in the 
1970s with Soviet assistance made it possi- 
ble during the decade to increase the out- 
put of steel by 30%, rolled steel by 40%, 
coal by 30%, electricity by 40% [and] ni- 
tric fertilisers by 25%.” Specific projects 
undertaken in this period included the 1.2 
million-kw. Pukchang coal-fired power 
station northeast of Pyongyang; a million- 
tonne capacity converter plant and a hot- 
rolling plant at the Kim Chaek steelworks 
at Chongjin, and North Korea's first oil 
refinery and petrochemicals plant at 
Unggi, near the Soviet border. 

The article said that at the time of writ- 
ing (late 1981) there were 12 Soviet- 
backed projects under way in North 
Korea, including a 150,000-kw. thermal 
power station and cold-rolling plant at 
Kim Chaek steelworks as well as plants to 
produce micro-electric motors, ammonia, 
bearings, aluminium and a major expan- 
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15 Diversification | 


i з Arab Asian Bank e.c. reports: ; 




























































Assets, Borrowings : : E 
(including FRN,FRCD). Loans Shareholders' Funds 
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Since the incorporation of Arab Asian Bank e.c., we have of banking assets of any Arab bank in Asia. Sd 
consistently applied our expertise to the development of trade ' This achievement is the result of long term planning, ri 
financing and project related contracting support facilities, foresight and imaginative corporate banking since our Group GNE 
both in Asia and to Asian affiliations in the Arab World, became instrumental in founding (1975) the Arab Malaysian ^" 
particularly in the Kingdom of Saudi Arabia. Development Bank, in Kuala Lumpur, and the subsequent EXC 
As of today, 56% of Arab Asian Bank's risk asset portfolio institution, namely Arab Asian Bank e.c. in Bahrain. Our E^. | 
is tied to these two target sectors of banking services. In bank's subsidiary, Arab Asian International Limited, Hong | 
geographical terms, Arab Asian Bank has a well diversified Kong was formed in 1981. This covers banking activities mainly EX". 
risk asset lio of which 33% is in Asia alone. This together іп the region of North Asia, China, Japan, Asean and 
with our affiliated bank in Malaysia (Arab Malaysian Australia — New Zealand. To date, our Group has managed S 
| Bhd. with total assets of over US$500 syndications and private placement of loans, securities and ) 
million), brings to our banking Group the largest concentration. guarantees of up to US$4 billion. “4 
We are the Arab banque d'affaires with roots in Asia. s 
leu] انك‎ 7 
a с4а. „ај à 
uuo v 2. ah 
=" Arab Asian Banke.c. И 





Diplomat Tower, PO Box 5619, Bahrain. Tel: 233129. Telex: 8583. Arab Asian International Limited, 1003 Admiralty Centre, Tower П, Hong Kong. Tel: 5-290760. Telex: 62423. 
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IN 
НОМО КОМО 
THE MOST 
DEMANDING 
TRAVELLERS 
STAY WITH 
US. 








ongyang that i 


e М Ше result of 


i machinery and equipment and introduce 


the achievements of modern science at 


minimum. expenditure. and within the 
shortest period. of. time." 


So much for 
Pyongyang's claims to have re-invented 


the wheel, or rather the common farm 


tractor, which foreign visitors are re- 
ligiously told. North Korean technicians 
had to devise from scratch when no one 


elsé would help them. ; 
Perhaps the most interesting revelation 
| is that many of the projects developed 


with Soviet assistance have been financed 


by Moscow in a form of joint venture. Ac- 
cording to the authors, a "fundamentally 
| new economic mechanism," involving the 
орален. of loans by assignment of а 





approached several companies in Western. 
|| Europe proposing the establishment. 

|. joint-venture’ metal processing. plants in 
North Korea to be: paid for on the same- 
‘buy-back basis аз ће Soviet ventures © : 
(REVIEW, June 26, 81). Pyongyang failed © 
ло find any interest among the ca Bo 


PHI BADHEN which would dive far les 


{North Korea] and th je Unie 

said. “Several [North] Korean timbe 
felling enterprises-are operating in үз 
Khabarovsk Ter ritóry. and Amur Region, 


and they also engage in processing timber n 


on the basis of partnership.” oich 


Chill wind from the north 


Pyongyang lags in paying interest on its debts 


By Andrew Threipland 
London: The North Koreans have again 


failed to keep up with interest payments 


due. to international banks. Banking 


sources here say that only half of the in- 


terest due in May was settled and that no 
payment has been received since then. A 
delegation of North Korean bankers led 
by the chairman of the Foreign Trade 
Bank. Bang Ki Yong, was in London in 
July in ar attempt to forestall further pres- 
sure by the international banks on North 
Korea: 


North Korea was the first communist. 


but there is little its Western creditors can do 


It is believed in; London that. s 
trade-off of North Korean commodi 
against Japanese credit has be 
under the auspices of aa, а 


cant scale. Bani ris sources: “het believe 
the North Koreans have m the арп a. 


country to-default on. its debts to the big} Le 


capitalist banks, though the bigger debt 
problems: of Eastern: Europe һауе re- 
ceived more publicity. The North Koreans 


“have had to-reschedule three.times — in 
1974. 1978 and 1981 — since they began 
borrowing in the late 19605. "Fhey kept up 


with interest payments on each occ 


ES о ра улен, 9r principal was ma 


to trade s pments af th sen 


{ tials again 


PYONGYANG'S 
WESTERN DEBT 


sh compa 
Austrian companies 





to pro- 
; particu- 


"Ministry n Foreigr 
The Wester (Ба 


Korean: Borro 
4 percentage po 


Ломе to do bu 
reans.. - 





| dits.) Now that property values 3 
the skids, not only are profits from Island | 





for the latest “ee 
By Mary Lee 


à Hor gkong: The government i 


economic policy ghe "positiv 
ventionism:" 

- The 1980 decision to build the БЕ 
Line: was. based on the assumpti 
windfall profits from dev lopment of. 


| eral sites above the railway could be used 


to pay for half the HKS$10.5. billion 
(0581.59 billion) cost. (The other half 
was to be financed largely by export cre- 
jave hit 


Line developments unlikely; but the pri- 
vate consortium which won the rights to 
develop eight sites awarded so far is hav- 
ing difficulty meeting its commitments to 
the MTRC.- * 


E 


f allowing, telephone and telex numbers will be perative 
from the 6th of December, 198 z ў 


| The Hongkong Govern ent faces 


ing to ptus $] 
Lung by insistin; 


. INDOSUEZ ASIA LIMITED 


phone: (852)5-211501 - 
telex: 85090 е HX . 





unless the gover 
There is no reason why | 

is already paid HK$ ( 
its concourse commitm 
Чо pay up the HK$200 mil 
ssdt retains the ar to devek 













ide. risk evaluation of this op à 
tic scheme for Island Lin 


any stage by the government, the MTRC I: 
or Hang Lung’ s financial advisers, 
Wardley. Moreover, any precedent which: 







a 5. 5%) have hor deme 1 
notably in housing star | 
personal consumpti. the second quar- 
ter of 1982 petered out in the cool summer 
(retail sales remain depressed) but corpo- 
rate spending plans; at least among large 
firms, remain bullish even if small and... 
medium-sized firms’ spending is stagna 
Corporate profits meanwhile have bee 
looking pretty gruesome. One preliminary 
estimate by the Nihon’ Kezai „Shimbun. | 
gave the decline in the interim six months... 
гир to September at 15.2% over the pre- — 
ceding period for a representative selec- 
tion of firms listed on the Tokyo Stock Ex: 
change. And this probably does not in- 
clude sharp setbacks inthe oil and power 
industries. So the .Nikkei-Dow Jones 
Average's climb back up to around 7,900 
from lows of nearer 7.000 is a reflection of 
what returning capital flows, a stronger 
yenandthe prospectof heightened foreign 
interest imply. 
=: The market can look forward to im- 







is thi Hirst ofa ший. of reports pious hopes. for the longer term. 
itoring the principal economies of |: The government's continuous unload- 
ing of deficit bonds on the market via the 
als on Japan, South Korea, Taiwan, | banks has already lifted short-term in- 
gkong, Singapore, Malaysia, the | terest rates moderately, narrowing the dif- 
ines, Thailand, Indonesia and Aus- | ferential between Japan and the United 
‘and at six-monthly intervals on | States. At the same time, the long-term | 
akistan, Bangladesh, Sri Lanka, | prime lending rate has been raised from 
and New Zealand. They will pro- | 8.4% 10 8.995 out of a desire to bring 
egular picture of the currently most Japan more into line with international 
economic developments and | rates. Capital outflows have obligingly 
1 ; The series will | slowed as a result — the long-term capital- 
account deficit is expected to fall from 
US$4.66 billion in the final quarter of 1981 
to around. US$2.8 billion in the current 
quarter — and the yen rebounded. It now 
hovers at. 240-250 to the US dollar after 
о | plumbing the upper 270s a few weeks ago. 
-That trend should go further. ; 

| -| The balance-of-payments outlook also 
remove dependence on govern- | gives some backstop support to the idea of 
cit Bonds by 1984 has clear sh a stronger yen. Exports have admittedly 
i ¿| been weak. They declined for nine соп- | proved fundamentals in some’ sectors, 
‘secutive months to November оп a year- | however. Structurally depressed indus- 
; ear basis and the monthly rate of de- - tries such as petrochemicals, aluminium 
d in a fiscal strait-jacket. Japan's | cline has accelerated from 1-296 to nearer | smelting, paper pulp and fertilisers will 
ional product has been growing at € exporters have fun up. soon receive additional government aid. 
h The Mini try of Industry and Trade is 
і 1 bill to give special tax benefits 
; i 3 ion in low-interest loans to 
Буш with imports also slowing. t € | helpindustries withdraw from areas where 
balance for 1982 is expect ave definitely lost their international: 

€ ; : 'dge and begin entering new 
ds. Among the growth indus- 

ning to challenge 
el and motor vehicle industries for 

inence in the Japanese economy: 

dy the largest employer (809.000. 












































































| il equipment (after motor vehicles). 
тре in dealing with th electron one of. the industries 4 € 
hic indicators haye b | : 
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J&B. It whispers. 





While vou 
a Letter of Credit to 
e shut out of a 


You've won that big contract. You have to deliver fast. All you need now are some 
component materials from abroad. Which means a Letter of Credit that loses its way 
is all it takes to kill the deal. If you've lived that nightmare before, you don't have 
to now. Because Chase has brought international trade up to the twentieth centur 
with the electronic Letter of Credit. 

The moment our equipment takes your input, your Letter of Credit is 





wait for 
be opened, you could 


really great deal. 


instantly on its way. And once the documents clear locally, the seller is instantly 
paid. (Of course it never hurts to keep suppliers happy). 

When you need your next credit with the same supplier, we only ask ‘How 
much?’ and "ToWhom?'. That's because of electronic retrieval. 

Now, more than ever, time is money. So if you'd rather give your customers 
product than excuses, give Chase a call. In the race against time, the Chase is on. 


—— o Ө The Chaseison 





In Singapore, 
the way they were 


...Is the way we are. 
Century Park cis Pork 


Sh to Sheraton, you are constantly 
era Ml reminded that the gracious 


living of the turn-of-the-century is never far away. 


You sense it everywhere. 


In the luxurious appointments, relaxed 
atmosphere of restaurants and bars . . . in the 
peaceful setting that makes you wonder if you 
are really in the shopping and entertainment 
heart of Singapore. Youll like the way we are. 


Century Park Sheraton . 
Singapore 


Where style surrounds you. 


Nassim Hill, Singapore 1025, 

Tel: 7379677 

Telex: CPHSIN RS21817 & RS33545 
Operated by: 

ANA HOTELS INTERNATIONAL 
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World's No. 1 loader/backhoe 


SIVE 


Your suggestions on the type of equipment you 
wanted initiated a quarter-century of loader 
backhoe “Firsts.” Twenty-five years ago, Case was 
the first major construction equipment company to 
design and manufacture the complete tractor, load- 
er and backhoe combination. And here are just a few 
of the outstanding Case innovations that followed: 

© hydraulic telescoping Extendahoe * ; 

@ over-center backhoe; 

@ torque converter; 

@ loader power linkage; 

21 4-in-1* multi-purpose bucket; 


celebrates 
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These "Firsts" are some of the reasons why 

1 of every 3 loader-backhoes bought worldwide 
is a Case. We will continue to listen to your sug- 
gestions and to respond with more innovations to 
help you stay competitive. 
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Office, 12th Floor, Yen San Bldg., 268 Orchard 
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An expensive prospect 


French major Elf returns to Malaysia to search for oil but 
the contract terms are among the toughest in the world 


By Jeffrey Segal 

Kuala Lumpur: After an absence of more 
than six years, the French state-owned oil 
company Société Nationale Elf Aquitaine 
is back exploring. ian waters. Like 


five other foreign operators that pulled 
out in the mid-1970s, Elf had quit 







Malaysia after failing to agree on produc- 
tion terms with the newly formed national 
oil corporation, Petronas. This time, the 
softer world. et has helped 


the French major pick up one significant 
new incentive from Petronas. The total 
package negotiated, however, remains al- 
most certainly the toughest found among 
any of the 34 countries where Elf is cur- 
rently prospecting. 

ЕЇГ$ two-week-old contract — covering 
the 12,650 sq. km. Block III, located be- 
tween 110-290 kms off the Sarawak coast 
— is the fifth agreed between Petronas 
and a foreign oil company since the 
Mdlaysians threw out the earlier acreage- 
leasing system in favour of the Indone- 
sian-style production-sharing arrange- 
ment. 

Sabah Shell and Sarawak Shell, both 
subsidiaries of Royal Dutch/Shell, were 
the first to sign in November 1976, after 
two years of bitter dispute. Exxon fol- 
lowed within a few days, just beating a 
deadline set by Petronas. And in May 
1980 they were joined by British Petro- 
leum (BP) and Oceanic Exploration. 
After a series of relinquishments, Shell's 
total contract area has been whittled down 
to 9,800 sq. kms, while Exxon operates 
5,300 sq. kms offshore from Trengganu 
and Sabah, and BP and Oceanic together 
work a further 3,700 sq. kms in Sabah. 
The state oil corporation is also drilling in 
à 19,800-sq. km. block off Trengganu in 
its own right. Its exploration arm, Pet- 
ronas Carigali, took over the zone from 
Conoco in 1978. 

But the Elf contract is unique in two 
ways. In the first place, it is the only pro- 
duction-sharing deal to date to have given 
an equity stake to Malaysian private-sec- 
tor companies. Elf has assigned a 20% in- 
terest to Promet Bhd, a rig-building, en- 
gineering and construction group said to 
enjoy good relations with Prime Minister 
Datuk Seri Mahathir Mohamad, and a 
further 4% share to Delcom Services. Del- 
сот, one of more than 1,000 Malaysian 
Ifirms licensed by Petronas to provide ser- 
vices to the oil industry and to represent 
'overseas companies, has been working as 
a local agent for Elf's exploration and pro- 
duction interests since the Sarawak 
offshore acreage was first offered in early 
1980 and has participated in all the negoti- 
ations since then. 

At the time, Delcom's main business 
was in telecommunications supplies, 


FAR £ASTERN ECONOMIC REVIEW e DECEMBER 3, 1982 


though at the beginning of this year it 
diversified its operations into petroleum 
equipment and now represents foreign 
drilling contractors, gas-turbine manufac- 
turers and other offshore suppliers. Two 
of its four shareholder-directors are also 
officials of Promet: Datuk Abdullah 
Mohamed, Promet's executive director, 
and Ahmad Shamsudin, Promet's busi- 
ness-development manager. 

With a paid-up capital of just 
M$100,000 (US$42,000) — only recently 
raised from M$10,000 — Delcom is rely- 
ing on Elf and Promet to carry its 4% 
share of the project's costs until the explo- 
ration stage is completed. Promet, which 
already owns a 10% interest in two Elf 
blocks in Chinese waters and an 80% 
stake in an Indonesian exploration area, 
plans to contribute fractionally under 
24.7% of the total costs of the Malaysian 
contract, using internally generated 
funds. 

Extra financial backing will also come 
from Petronas Carigali, which in line with 
current Malaysian policy is taking a 1596 
equity share and will be joint operator 
with Elf. Under the BP/Oceanic contract 
(the only previous joint venture between 
foreign oil companies and the state), Cari- 
gali has 50%, the British 42.595 and the 
US partner 7.5%. 


he other special feature of the Elf deal 

is that the French company has got Pe- 
tronas to increase the cost-recovery ratio 
— the proportion of every barrel of oil 
produced which the contractor can claim 
back to cover its expenses. Elf and its 
partners will be allowed to hold on to a 
maximum 30% of gross annual oil produc- 
tion (up from 20% in all Petronas' former 
contracts) and 35% of gas output, com- 


` in January 1983— for twice its 


pared with 25% previously. At the current 
US$35.65 weighted average price of 
Malaysian crude, the. new concession 
means that the Elf consortium can recover 
US$10.70 per barrel to set against its 
costs, while Shell, Exxon and BP/Oceanic 
get only US$7.13 and have to wait longer 
before their wells show a positive return. 

In all other major respects the Elf con- 
tract is the same as those that came before 
it. There is a five-year exploration phase, 
followed by 15 years' production, and the 
normal tax terms apply. Yet a number of. 
non-fiscal factors together seem to offset 
any financial ad MD which the cost-re- 
covery concession brings. = и | 

First, the Elf agreements the only опе _ 
signed so far at a time when oil prices are 
moving down, rather than up. Petronas 
has cut the official prices of its five crude- 
oil streams six times since the beginning of 
1981. Top-grade Tapis, for example, now 
sells at US$37.30, down US$4.80 from its ` 
January 1981 peak. Secondly, Block Ш 
lies in a relatively unproven, high-risk 
area. The previous operator there, 
Sarawak Shell, drilled only six widely 
spaced wells in the block. Four turned out 
dry, while two sunk in the northern half of 
the block recorded only minor gas shows. 
While geophysical-survey data acquired 
by Shell and released to the bidders 
showed a likelihood of both oil and gas, 
the whole area is considered more gas- 
prone than oil-prone, which from a mar- 
keting point of view is a distinct drawback 
given current weak international demand 
for gas (REVIEW, Oct. 15). 

Shell's adjacent Central Luconia basin 
gasfields already have sufficient proven 
reserves to supply the Bintulu liquefied 
natural gas export plant — due on stream 
ned 20- 
year span, while Sarawak itself offers only 
limited new domestic markets. The BP/ 
Oceanic contract area, by comparison, 
lies along a known oil-bearing structure, 
and saw its first discovery earlier this 
month with a 2,048 barrels per day (b/d) 
flow from the Tiga Papan-1 wildcat. | 

Thirdly, the Elf group is paying Pe- 
tronas heavy front-end cash bonuses on 


top of the standard one-off discovery and 
‘production bonuses which all contractors 






































ing bonus of US$2 million and for the 
` first time an Indonesian-style signature 
` bonus amounting to US$7 million. 
` . Finally, the consortium's work and ex- 
- penditure commitments are higher than 
normal. It will be drilling six wells in the 
exploration phase, shooting 8,000 line- 
kms of seismic surveys and spending a 
— minimum M$117 million. Any shortfall in 
. expenditure from the agreed minimum 

.. has to be paid to Petronas. Promet itself 
C ‘said the group's actual spending would 
_ come to US$89 million by the end of 1985. 
| BP and Oceanic, by contrast, agreed to 

` only a four-well commitment, at an esti- 
- mated final cost of US$42 million. 

— Elfs individual burden is made heavier 
— still by its agreement not only to meet part 
of Delcom's costs but also to carry Pe- 
` tronas Carigali's 15% share of cost until 

after the first four wells are completed, an 
bligation that could add up to US$10 mil- 
`. lion to its total outlays. On top of all this, 
_ the complicated fiscal workings of the 

— Malaysian production-sharing system ac- 
tually reduce by a marginal degree the 
share left for the contractors when the 
Р: COSt-recovery ratio is raised from 20% to 


TTL 0. 
н X _ The government's overall take is made 
up of several different taxes, First to be as- 
sessed are royalties for the federal and 
р к authorities, which each get 5% of the 
alue of gross output. Then Petronas itself 
` slices off 70% of each barrel after allowing 
for both royalties and cost recovery. In the 
_ Elf case, that comes to 42% of the barrel, 
leaving just 18% as "profit" oil. Petro- 
leum-export duty then takes away 25% of 
the profit oil and supplementary cash pay- 
ments to Petronas subtract another big 
chunk. These cash payments are thought 
to be levied at a rate of 70% on the differ- 
ence between the value of profit oil at the 
current price per barrel and its value at the 
"basic price," which is US$12.72 escalated 
|. ata cumulative 5% a year since April 

11975. 
n Whatever is left is then subject to 45% 

H: 





petroleum-income tax and also a research 
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mitted its initial bid for Block III — along 
with some 10 other international com- 
panies — in late 1980. All Petronas’ ear- 
lier contractors negotiated without the 
added disincentive of export duty, includ- 


` |j ing BP and Oceanic, whose deal was made 





cess, set at 0.5% of profits. After all that, 
the Elf consortium will make a profit 


barely above US$1.40 a barrel at the cur- * 


rent price. That works out at just 5.63% of 
the value of the barrel after cost recovery. 
With a 20% allowance for costs, the figure 
would be’ slightly less than US$1.63, or 
5.75% of the total netback. 


B: international standards, either figure 
represents a top-heavy split in favour 
of the Malaysian Government and an ex- 
tremely low profit margin for the produc- 
tion-sharing contractor. Even in Indo- 
nesia, where terms are acknowledged to 
be among the stiffest in the world, a con- 
tractor producing less than 150,000 b/d 
and claiming 30% cost-recovery on a 
US$35.65 barrel of oil would walk away 
with US$3.01 in profits, equivalent to 
12.05% of the total after costs. 

In Elf's case, the government's take 
goes up even more when Carigali's 15% 
equity share of profits is deducted, reach- 
ing a total estimated US$23.76 per barrel. 
After assigning a further 28 US cents in 
profits to Promet and 6 cents to Delcom, 
the French themselves are left with a net- 
back of only a little more than 85 cents. 

Unattractive operating terms such as 


FRACTIONS IN THE BARREL 


What happens to one barrel of Elf oil 
Price basis: US$35.65 


Production-cost recovery 
Total government fiscal take 
‘State government royalty 
Federal government royalty 
Petronas’ share of production 


Export duty 

Supplementary cash payments 
Petroleum income tax 
Research cess. 

Total contractors’ profits 
Petronas Carigali 

Promet Bhd 

Delcom Services 

Elf 








public just days after the new duty was 
first imposed at the end of April 1980. Elf 
had in fact been awarded the block in Sep- 
tember 1981 and initialled its contract as 
long ago as March; though it took another 
eight months of talks before the final ver- 
sion could be agreed. 

In a sense, though, the signing of the 
contract represents the conclusion of talks 


| broken off in 1976 when’ Elf. withdrew 


from its exploration lease off Sabah's 
Dent Peninsula, east of the town of Sanda- 
kan. The company had drilled altogether 
eight wells there, only one of them regis- 
tering gas shows and the others all dry. 
Even then Elf kept an office in Kuala 
Lumpur until about three years ago. 

According to Petronas chairman Tan Sri 
Abdullah Salleh, two other companies — 
neither of them oil majors — are still com- 
peting for Sarawak's Block I, next to the 
Elf area. They are South Korea's Sam- 
sung, known more as a heavy-industrial 
group. and Japan's Idemitsu Kosan. 
Idemitsu's principal business is refining 
and marketing in Japan, and it currently 
holds an 18-month contract with Petronas 
to advise the Malaysians on downstream 
operations. But Idemitsu also produces 
about 2,000 b/d from the Aga field, off 
Japan's western coast, in partnership with 
Amoco of the US, and is known to have 
been talking to the Malaysians about an 
exploration deal for nearly two years. Pet- , 
ronas had in fact awarded Block I in 1981 · 
to the American independent, Cities Ser- 
vice, in partnership with Idemitsu, though 
Cities later pulled out when it found the 
production-sharing terms unacceptable. 

Observers in Kuala Lumpur saw the Elf 
contract as less a strictly commercial deal 
than as one prong of a concerted drive by 
the French Government and French com- 
panies to secure a large share in Malaysia's 
growing oil industry, at a time when 
British companies are still effectively bar- 
red from winning public-sector contracts. 
French External Trade Minister Michel 
Jobert, heading a 51-member delegation, 
had talks with Petronas managing director 
Datuk Rastam Hadi in May this year and 
shortly after the Elf deal was signed a 32- 
тап mission from two dozen different 
petroleum-related companies arrived 
from France for a four-day visit. - 

Several French firms, including 
UIE, Technip and Geoproduction are al- 
ready involved in exploration in Malaysia, 
according to Petronas, with others par- 
ticipating further downstream. Pipeline 
company OTP is working on the design 
and engineering of a gas pipeline from 
Carigali's Trengganu fields to the shore, 
and Elf itself agreed in 1981 to build a 
US$2.5 million, | 20,000-tonnes-a-year 
blending plant for petroleum-based lub- 
ricants by 1985. That agreement is now 
said to be dormant. ——  — a 


y ту (^ 7 





Р 
> 7. УЖ 
WU 


" 


Т 


ПР 


"TR 


Forthe man with exceptional goals, 
an exceptional bank in the Far East. 


With headquarters in New York, RNB 
is one of America's fastest growing 
banks. And now the same kind of atten- 
tive personal service that is the basis of 
our success in the US is available to you 
through our Fast East Offices. 

The banks in our Group continue to 
grow because, quite simply, we serve 
our clients exceptionally well. And we 
do that in a number of ways. 

To begin with, at RNB we concen- 
trate on the things we do best, such as 
trade and export financing, foreign 
exchange and banknotes, money mar- 
ket transactions and gold. 

Geographically, too, we work mainly 
in areas where we have something spe- 
cial to offer. As we're part of the world- 
wide Trade Development Bank Holding 
Group, that includes not only Hong 
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Kong and Singapore, but most of the 
other key financial centres. It also in- 
dudes a number of less familiar places, 
where our exceptional knowledge of 
local conditions can be an important 
advantage for clients. 

What's more, we keep our back-office 
systems running abreast of our business. 
You may not notice this directly, but it 
shows up in quicker decisions and fewer 
errors. - 

While we move fast in serving our 
clients, we're distinctly traditionalist in 
our basic policies. At the heart of our 
business is the maintenance of a strong 
and diversified deposit base. Our port- 
folio of assets is also well-diversified, and 
it is a point of principle with us to keep 
a conservative ratio of capital to deposits 
and a high degree of liquidity — sensible 


strategies in these uncertain times. 

So if you require exceptional banking 
facilities in Hong Kong or other financial 
centre, RNB is ready to serve you. In 
Hong Kong we're at 601-606 Connaught 
Centre, Connaught Road Central, tele- 
phone 5-266941. In Singapore, 1101 
Bangkok Bank Building, Cecil Street, 
telephone 224 0355. 


RNB: USS 8.7 billion in total assets; 

US$ 693 million in stockbolder's equity, as 
of Septembre 30, 1982. TDB Holding 
Стир: USS 13.4 billion in assets; 

US$ 1.1 billion in capital and loan funds 
employed, as of June 30, 1982. 


Republic National Bank of New York — 
America's 25th largest bank. Affiliates and 
representatives in 27 cities around the world. 
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n I: is fashionable to berate bankers for 
| their failure to assess country risk pro- 
rly over the past few years. It is also fas- 
nable to berate them for now pulling 
— ош of doubtful loans on the basis of their 
ы mew and more sophisticated country-risk 
- analysis. It seems that we cannot win. Like 
-— St Augustine, bankers are supposed to be 
aste and continent . . . but not yet. I 
uld like to look at some of the reasons 
country-risk assessment has been rather 
. rudimentary over the past few years and 
. examine at least one approach to try to re- 
_medy this. Primary-school approaches to 
this topic in past years have been caused 
b! main factors: 
— * It is difficult to assess the economic 
. risks involved in country lending. 
ê It is even more difficult to assess the 
- — political and social risks involved. 
—. > The market does not work that way 
nay. S 
^ course, a variety of sophisticated 
ratios do exist to assess economic risks, 
= ranging from the relatively simple, such as 
€ 
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۹ 
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X. the ratio of disbursed debt to gross па: 
= tional product, to the more complicated, 
ў “such as the ability-to-service ratio, which 
| — looks at total external public debt service 
|. in relation to exports, and adjusts for re- 
_ serves and “minimum necessary" imports. 
—— All these ratios have some merit, but any 
.. One taken on its own can be misleading. А 
` few examples: 
— > The ratio of reserves to monthly im- 
| ports is considered a useful basic ratio, so 
_ it is perhaps surprising to note that, 
| whereas a figure of three is considered a 
-.. minimum, there are at least two countries 
—. with relatively high credit ratings, namely 
.. New Zealand and Finland, where the 
_ ratios are only 1.6 and 1.7 respectively. By 
| contrast, Trinidad and Tobago and Co- 
| . lombia, countries not quite in the same 
| Credit class, have astronomically good 
. . ratios of 19.2 and 15.8 respectively. 
- .  -* According to the good old classic 
- . debtservice ratio, rather low and thus 
ighly acceptable figures occur for both El 
vador and Guatemala, with ratios of 
-— 3.7 and 7.1 respectively. Indeed both 
— these countries are in the top dozen of 
—— leading debt-service ratios. 
| > А very trendy indicator these days is 
foreign debt per capita. The worst per- 
former on this score is by no means 
`. Mexico with US$850 or Poland at 
—. US$0605, but, believe it or not, Iceland at 
...USS2,800. In addition, as some wit 
pointed out in the Financial Times of Lon- 
don recently, the per capita debt of the 
London Borough of Hammersmith is 
US$1,900. 

Thus, it is easy to criticise any specific 
ratio. But what about combining more 
than one ratio? The problem is that any 
formula involving two or more ratios must 

~ have a weighting or proportionate figure 
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applied to each measure, and that figure is 
usually either pretty subjective or derived 


from what has been happening in the past, 
that is the outcome of a complicated re- 
gressional analysis on the relationship be- 


tween future debt-servicing ability and 
past economic behaviour. Even if this 
were valid in general f for countries 
as a whole, it is pretty difficult to apply the 
average results gained from all countries 
to one particular country in future. 

Another negative point to be made 
about individual ratios is that so few of 
them are actually predictive. In other 
words, they mostly relate to what has hap- 
pened in the past and give few insights into 
what may happen in the future. It is still 
remarkable how little attention is paid to 
the forward plans published by most coun- 
tries in terms of trying to assess future 
debt-servicing capacity. A look at the of- 
fering prospectuses for some country 
loans is unlikely to produce a one-year 
prediction of the balance of payments and 
debt-service ratio, never mind a predic- 
tion over the period of the loan. 

A final criticism of country-risk systems 
based on combinations of ratios added up 
in some subjective way to produce “coun- 
try-risk rankings" is that such systems tend 
to become more important to their prac- 
titioners than the validity of the results 
they are supposed to be producing. As 
David Lomax, group economic adviser of 
National Westminster Bank, has written 
recently: “Systems take on a life of their 
own. Discussion centres not on the merits 
of a country, but on whether a country 
should fit into a certain category or not. 
The suggestion of new ideas for assessing 
countries is interpreted not in relation to 
the merits of the country in question but in 
bureaucratic terms as criticism of the sys- 
tem. In short, assessment systems neglect 
information, distort information, and dis- 
courage the development of rational 
thinking about countries." 

The subjective elements referred to in 
the analysis of economic risk factors are 
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much more pronounced in the assessment 
of political and social risk. The measures 
themselves are often subjective; the 
weighting to be given to each individual 
component is certainly subjective, and, 
last but not least, the relative weighting to 
be given to political rather than economic 
factors is another matter for judgment. 
There are several countries in this region 
where the political scene can be in a state 
of total turmoil while the bureaucrats con- 
tinue to run the country serenely and effi- 
ciently. 


і doés not take a genius to see that loan- 
spread differentials over the past two 
years bear very little relationship to risk 
differentials in country lending. For exam- 
ple, the results of a pretty simple calcula- 
tion which looks at how the spread on a 
loan should vary with the risk of default 
are in the following table. 


SPREAD SHOULD IN 
RAPIDLY WITH RIS 


DEFAULT 





20 ат 
*Default assumed in final year only. 


This assumes a five-year loan, bullet re- 
payment, with a 1% basic spread, that is 
where the risk of default is zero. ("Bullet 
repayment" means interest and principal 
need be paid only when the loan matures, 
as opposed to loans which must be repaid 
by instalments.) If the risk of default rises 
to 10%, the spread required to equalise 
the expected return in net present values 
would be 2.5%. When the risk of default 
rises to 20% the spread should be 4,25%. 
` The reasons spreads do not vary much 
between countries are obvious. First, 
there is the well-publicised argument that 
spreads are minimised by the heavy com- 
шан between banks for the “prestige” 

usiness of international lending: the 
league-table of lead banks is all-impor- 
tant, and the risks appear to be secondary. 
Secondly, there is the more sensible possi- 
bility that collateral business is going on 
between the banks and the country con- 
cerned and this collateral business may 
not be directly identified. Thirdly, there is 
the “no country can go bankrupt” school 
of thought, implying that the actual risk of 
default is negligible provided that the 
country is not too highly geared on its ba- 
lance-sheet (whatever that means) and 
provided it can keep borrowing short- 
term and/or roll over its longer-term loans. 

Last but not least, perhaps the fault to 
some extent lies in the organisational 
structure of the banking industry, where 
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TOWER OF POWER. 


Who puts strength into power? Гу М e e They're being used in the construction 
Hitachi Zosen. Y of the Castle Peak Power Station at Tap 
In fact, we've been providing strong, / Shek Kok off Hong Kong's Kowloon 
durable steel psc for use in the Wa Agri Rus 
construction of power stations — and all chi Zosen steel 
Steel plants — for years. کر سک کے‎ skeleton projects, we not only 

They not only improve strength, but A L àV, delivered the product on schedule, 
also reduce construction time and J \ Г 2 A \ but gave the builders our full 
costs. X 2 ; 


= technical, logistical and engineering 
Recently, we completed delivery 7 4 
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support. 
and installation of steel skeletons And that's one more powerful 
for the Kowloon Electricity Supply 


‚ reason to contact Hitachi Zosen 
Co., Ltd. (KESCO) of Hong Kong. À for your next project. 





We build industries 


= o 
The name о! Hitachi Shipbuilding & Engineering Co., Ltd., has been changed 
to Hitachi Zosen Corporation as of July tst, 1982. 


HITACHI ZOSEN CORPORATION 


HITACHI ZOSEN INTERNATIONAL, S.A.: London: Winchester House/77 London Wall, London, EC2N 180, England Phone: 01-628-3891/8 Telex 887873/884009 Greece: 
98-B Filonos Street, Piraeus, Greece Phone: 452-7548/9 Telex: 212943 


HITACHI ZOSEN U.S.A. LTD.: New York: 345 Park Avenue, New York, NY. 10154 U.S.A, Phone: 212-355-5650 Telex: 232036A, 2320368. 12 6582. 710 581 6099 Houston: Suite 
3080, Two Allen Center, 1200 Smith Street, Houston, Texas 77002, U.S.A. Phone: 713-658-0136/8 Telex: 6868224, 203134, 775038 


HITACHI ZOSEN CORPORATION: 1-1-1 Hitotsubashi, Chiyoda-ku, Tokyo, Japan Phone: 213-6611 Telex: J22363, J24490 OVERSEAS OFFICES а SUBSIDIARIES: Oslo: 
Raadhusgaten 4, Oslo 1, Norway Phone: 2-41 12 75 Telex: 76934 Düsseldorf: Gra! Adol! Strasse 24, Dusseidor, West Germany Phone: 0211 (DUES)-133011 ~ 4 Telex: 8587231 Paking: 
No. 13, Xi Jing Road, Xuan Wu District, Beijing Phone: 33-8631 Hitachi Zosen Engineering Singapore (Pte.) Ltd.: Uob Building, 325 Boon Lay Place, Jurong, Singapore 2262 Phone: 
2641344 Hitachi Zosen Company (HK) Limited: Rm. 1007-1009, Tak Shing House, 20 Des Voeux Road, Central, Hong Kong Phone: 5-223350, 5-220597 or 5-246237 Telex: 73648 Hitachi 
Zosen Industria Pesada Limitada: Rua Mexico 90, Grupo 510, Rio de Janeiro-RJ, Phone: 240-9098, 240-9047 Telex: 2122904 
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FIRST BANK MINNEAPOLIS 
ANNOUNCES THE OPENING OF AN ASIAN 
REPRESENTATIVE OFFICE IN SINGAPORE. 
YOUR CONNECTION 
TOAMERICA'S HEARTLAND. 


First Bank Minneapolis, with more than 
U.S. $5 billion in assets, has been an impor- 
tant financial partner in the commercial and 
business development of the Upper Midwest 
for 125 years. We are backed by the resources 
of the U.S. $15 billion First Bank System. 
The diversity of our client base ranges from 
major agricultural customers to heavy manu- 
facturing and high technology companies. 
Ourexpertise in trade finance is now avail- 


qu First Bank Minneapolis 


Member First Bank System 
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able to you in our new Singapore office. 
Contact: 
Steven R. Hering 
Regional Representative 
First Bank Minneapolis 
Asia Representative Office 
OCBC Centre—Suite 2602 
Singapore, Republic of Singapore 0104 
Telex: RS28960 MPLSBK 
Telephone: 91-41-55; 91-49-28 
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: illion in 1983 and 2% or P9 billion іп | 
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S. 
this year, when the World Bank 
d IMF were apparently suggesting de- 


rment of some.of the government's 11 


| projects (as a way of con- 
public-sector e Маг: 


> podes he he ordered a 10% « cut in govern- 
| ment Spending and set P10 billion as the 


L week, going along with his techno- 


. €rats, Marcos promised that thé govern- 
ment will reduce its capital subscriptions . 
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They say money talks. 
But smart money listens. 


Dresdner Bank 


Bank with imagination 


Dresdner Bank - One of the — benks i in the s wora. 


Dresdner Bank АС. Head Office 
Hong Kong Branch: 
singapore · Tokyo ас 2, Mt . 

Jakarta Representative Office: 18th Floor, Wis 3 жон e Office: 
1 ( гс © j (7 [- Of 1 B naar 
)saka . Sydney Representative on 

Underwriting: С} Box 7-1 
Representative Office for the People's s Republic of ibd: Beijing Office 
People's Republic of China - Hong Kong Office: World-V Hous 


Dresdner (South East Asia) Limited: 415! Floor, Hong Leong Building, 16 Raffles Quay 








There i is no 3 doubt amonest leading top manage- 
ment as to which publication is considered the 
most authoritative in the region on coverage of - 
Asian business and general affairs. It's the Far 
Eastern Economic Review by an overwhelming 
- majority! 


x anparalleled coverage! | 

D No other publication in Asia or anywhere for that 

. matter provides such depth and breadth of cover- 

. age of events throughout the region. Don't just - 
take our word for it. Ask the people you look up | 
. to and respect the most which publication they 

. turn to for unparalleled coverage of Asian news. 


— The overwhelming response will be the Far East- 


. ern Economic Review! 


 «xunequalled performance! 
Since January of 1974, the Review has grown in 
size from just over 20,000 copies per issue to its 
present circulation of more than 56,000 copies 
per issue. 


No other publication in te region can ately its 
performance. In fact the Review’s circulation has _ 
grown by a number larger than the total present 
day circulation of any of the publications wl : 
uring the years in question. | . 








ig number of advertisers have taken full | 
age of this impressive growth. The Review 

has increased its ad page volume from 1,458 i 
` 1978 to 2,177 in 1982. P 


Advertisers know beyond question that the |. 
Review reaches the highest concentration of 
Asia’s most important people. And they know © 
that as an effective advertising vehicle, its perfor- _ 
mance is unequalled. : 


For Advertisers who take Asia seriously —— 
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China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 19 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


A confidential monthly newsletter. 


TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely 
read business news magazine 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 


R1209CTRAM 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE 
REPORT. I enclose $ 


СИУ, оссе State 


Annual subscription rates 
HK$1,295 M/S$490 US$225 £125 A$215 


Sent airmail anywhere in the world 
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Two aspects of Belgium: "The Peasant's Dance" by Flemish Master Bruegel the Elder ; 


a 1.000 Megawatt turboalternator by the industrial group ACEC. 


You, Belgium and the BBL 


hatever your commercial aspira- 

tions in Europe, we firmly believe 
that you, Belgium and Banque Bruxelles 
Lambert form an ideal combination. 


Belgium you already know 


Crossroads of Europe, Belgium borders 
on four key Continental countries, with a 


fifth just across the Channel. Brussels, of 


course, is the seat of the European Com- 
mon Market. Antwerp just 45 km to the 
north, is one of the largest, most efficient 
seaports in the world. 

A long cultural tradition - the Flemish 
Masters, for example, - a long industrial 
tradition - from basic manufacturing to 


"state-of-the-art" components for the 
Space Shuttle. Combined, they have 
produced perhaps the most highly skil- 
led, highly productive workforce in 
Europe. Only natural in a country where 
export accounts for some 60% of the 
GNP. 


But why Banque Bruxelles Lambert? 





Because BBL covers the country with 
nearly 1000 branches, and the world with 
a dense network of branches, affiliates, 
correspondants and representative of- 
fices. 

Because of our long-standing tradition 
of helping dynamic companies establish 





themselves in Belgium. And our imagi- 
native solutions to individual problems. 

Because we have data processing and 
communications systems which assure 
quick handling of complex international 
transactions. 

Import, export, manufacturing, finan- 
cing, marketing. Whatever your need, 
Banque Bruxelles Lambert is ideally 
situated to help. Those who have put us 
to the test already know this very well. 


BBL is the Abecor bank in Belgium. 
Singapore Branch: PIL Building (15th Floor) 
140 Cecil Street - Singapore 0106 

Phone: 223.97.81 - Telex: 20 294 BBLSIN. 


Banque Bruxelles Lambert BBL Bank Brussel Lambert 


Banking, a matter of people 


Like any other highway, the new railway em- 
bankment between Paris and Lyon consists 
of bases and subbases. The compaction job is 
about the same. But with tougher specifi- 
cations, since the trains will keep a speed of 
280 kilometers an hour. 

Here some 25 Dynapac rollers compacted 
the subgrade to 95% and the subbase to 100% 
mod. Proctor. 

Now you can go the 400 km from Paris to 
Lyon in just two hours. 17 million people a year 
will do so, including travellers from the 
Rhone Valley and Provence. 
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Over the years Dynapac has become an 
authority on highway compaction. Mainly 
because of research achievements. Using 
our new, roller-mounted compactometer, the 
French contractors and the French State 
Railways made considerable savings on the 
control costs. 

In addition Dynapac has a broad range of 
both soil and asphalt rollers. And a service 
back-up in more than a hundred countries. 
So the next time you go for a highway contract, 
keep on the right track! 


hà DYWVAPAC 


Head office: Dynapac Maskin AB, 
P.O. Box 1103, S-17122 Solna, Sweden 





being prepared 


fused m 


@ ONE aspect of the attempted rescue 
of space -capsule Carrian, now in weight- 


less orbit, is what has happened or is | 

i happening. to its quoted investments, 
` The: ultra-secret document. merchant 
banker Wardley sent to creditors of Car 
j tian Investments in. Novembe: 


› | had already reached agreement | 


)ctobe сзрога я меге е down ап alarm- 
6% on the same month in 1981, even 
rms of the shrunken Hongkong dol- 

lar, Suggesting a real decline in double 
figures, Overall economic activity in 
^ Hongkong is being sustained by still rela- 
ti tively. ‘buoyant domestic demand. The 
‘the economy needs. іѕ the 

i i г interest-rate cut before 
e export cture gets brighter. In fact 
the rate cut was more of a sop to over-ex- 
roperty developers and.their 

bank creditors than a boost to the econ- 
omy. Developers аге still complaining 
bout terest rates, even though 
on about the lowest in the 

n real terms — they are only frac- 
nflation, which is still in 


il 1983 as rates have still 
nthe is nin gd dollar: 


sto del those who least 


tthe “expense; ultimately, of | 


f the economy — the ex- 


kong slate boom, has joined the 
us of 


jf success when. reporting pro- 
ta fo | 


po 
| ле worries had barely 
pun and he Hang Se 
above - the 1,3007 mark: (on: 
vember 29 it closed at 732. 32): In- 
eed 
“unforeseen at the time of its interim 
An-April. So what happened 


between: then: айа the “end of June, т 


Index was still 


Sino now describes the problem as: 


n Hongkong-quoted investments 


K$268.8 million, of which HK$134 the 


Шоп had been received. 


This has raised questions in the minds E 


of. the public, who are apparently 


‘deemed not adult enough to be allowed. | 


to read the whole shocking story of Car- 
rianná and her banking bedmates. Were 
these quoted shares pledged to a creditor 
and thus being sold at the insistence of 
the creditor? If so, might one think that 


one "grab-while-you-can" creditor had |. s: 


‘raided the cupboard before other cre- 
ditors who were being urged to “stick to- 
већег, chaps” and join the rescue were 
‘brought on to the scene? Alternatively, 
if the shares were not pledged, why the 


hurry tó sell them before other creditors 
had seen the whole picture? Creditors 
and shareholders alike may be forgiven 


for wanting a peek into the boudoir to 
. find out to whom the shares were sold, at 


what prices and whether the sales were 
linked to any other deals. 

e SHAREHOLDERS of Jardine Flem- 
ing Special Holdings Ltd.also have 
reason to rüe the Carrian saga. The com- 
pany, in its first-ever announcement of 
annual results, has. just revealed. а 


-HK$28.7 million write-off provision for 
the fall in the value of “unrealised long- 
term investments." Shroff understands 


this was principally due to the plummet- 


"ing value of Carrian Investments shares, 
originally purchased under a buy-back 
"agreement at HK$4.50 a share. The 
i price on November 29 was 73 HK cents. 
| ө A PROVISIONAL rescue package |. 
hose blaming concern abont с 


as been stitched! together for another 


“beleaguered property developer, Eda 


on the future ef Mui ut from 
Peking official (which ed 
further: 43. points off the Hang. 
Index that day and the ne d 
likely to worry Hendetso: 

declared that "for economic r 


in its present form 
money where its 
True, the new f 


by keeping it 
bonds if the going р 
Hongkong i 


charge plus 


fee. for effect 


Investments. The pact clears the way for | b 


-| an “orderly” sale of assets under the | b: 


stewardship of merchant bank Schroders | “ 


{vand Chartered. Eda owes HK$1.4 bil- 

lion (US$209.3 million) to 29 creditors. 

-But watch out for the caveats. The 

agreement between creditors is expected | 


to be signed some time “within the next 


three months" while lenders have under- 
taken’ not to enforce repayment or 
у, except through the. 


realise their securi 
scheme, for a pe d of one year. © 
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chairman of the local Deposit-Ta 
Companies Association; P. 
Мупегѕ hinted on Novemt 
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j deposits : => a good point 
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interests — would 


` By Christopher Wood 
_ Hongkong: At a time of universal gloom 
in the shipping market, the Tung group of 


‘Hongkong, one of the world's biggest 
Shipping cóncerns, plans to inject pri- 


, vately held assets valued at HK$1.3 billion 


(US$195.2 million) into its publicly 
quoted company, Orient Overseas Con- 
tainer (Holdings), or OOCH. Under the 
terms of the deal, announced on 
November 24, the acquired assets — con- 
sisting of property, insurance and shipping 
more than double 
"OOCH's net-asset base to above HK$2.5 


— billion. 


In a formal notice, the directors said it is 
‘an appropriate time for OOCH to diver- 
sify its business further “having regard to 
the success of the diversification pro- 
gramme to date and taking into account 
the depressed conditions in shipping.” 
The transaction looks, however, like a 
‘second-best option to a straight share 


- placement, which is effectively ruled out 


in the currently depressed stockmarket. 
And the complexity of the arrangement — 
‘in particular the deferred-share element 
— makes it difficult, for now, to deter- 
mine what impact it will have on earnings 
and assets per share in the enlarged group. 

The proposal is subject to the approval 
of minority shareholders — the Tung 
family, which holds a 68% interest, will 


- abstain but it is understood that selected 


key institutional holders have already in- 
dicated their approval. The assets will be 


Company o 
Institutional users. 


ic sp 
The Tung group, one of the world's biggest shipowners, 
. shifts assets from its private arms to t 






quoted vehicle 


paid for with three kinds of paper: defer- 
red shares for the property interests (all of 
them outside Hongkong), ordinary shares 
for the insurance interests and preference 
shares with warrants for the shipping in- 
terests (mainly involving tankers). Only 
the 10.75% preference shares are to be of- 
fered to minority shareholders on the 
basis of five preference shares for every 
four ordinary shares held. 


0 far, the market has suspended judg- 

ment on the package pending the re- 
lease of more information on the earnings 
quality of the assets. This should be pro- 
vided in a circular to be received by share- 
holders in early or mid-December. The 
OOCH proposal comes a year almost to the 
day after shipping magnate Sir Yue-kong 
Pao's abortive attempt to merge the prop- 
erty company, Hongkong and Kowloon 
Wharf, which he controls, with his quoted 
shipping vehicle, World International 
(Holdings). Pao backed down amid much 
public acrimony and a shareholders’ re- 
volt (REVIEW, Dec. 4, '81). Wharf mi- 
nority shareholders questioned the valua- 
tion put on World's fleet, taking the view 
that Pao was trying to use the property 
concern to prop up his shipping side. 

No such reaction seems likely, how- 
ever, in the case of the OOCH proposal. 
For OOCH, the decision to inject assets 
from the private side for shares must, on 
the face of it, be beneficial given the com- 
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pany's high gearing. The 1981 balance- 
sheet hardly makes comfortable reading 
for shareholders even, by the normally 
highly leveraged standards of the shipping 
industry (Shroff, REVIEW, June 4). The 
company recorded a profit of HK$280 mil- 
lion before tax and minority interests. But 
no less than HK$203 million of this was 
derived from the sale of vessels and con- 
tainers, reflecting the small proportion 
earned from actual shipping operations. 
Against this background, debt exposure 
was growing. Term debt stood at HK$3.37 
billion, or 2.7 times shareholders’ funds, 
while a note for contingent liabilities 
(guarantees in respect of associates, third 
parties and  "others") increased to 
HK$1.22 billion from HK$395 million in 
1980. 

The injection of assets, if it goes 
through, will improve the company's ba- 
lance-sheet and reduce gearing at a time 
when shipping remains bedevilled by 
chronic overtonnage, especially in the 
bulk-carrier market, and a continued de- 
cline in absolute terms. in. world trade. 
OOCH's chairman, С... Н. Tung — his 
father C. Y. Tung, who built up the ship- 
ping empire, died in April — pointed to 
this improvement in the asset position in 
an interview with the REVIEW. The aim, 
besides diversification, is. to. consolidate 
assets and rationalise the corporate struc- 
ture between the public and the private 
sides, he said. He claimed that earnings 
per share woüld be increased too, though 
this has not been quantified. 

The REVIEW understands from other 
sources that since the death of C. Y. Tung 
the family has been seeking to in- 
stitutionalise its interests to,a greater ex- 
tent, thereby broadening the public com- 
pany's shareholding base. But, because of 
the present’ slump їп. the Hongkong 
stockmarket and the depression in ship- 
ping, it has been decided for.the moment 
to play down any such fund-raising exer- 
cise. Hence, the family will reggive shares 
instead of cash, except where; preference 
shares are taken up. If-none are, the 
group's adviser, Wardley, syr merchant 


Wu 


banking arm of the Hongkong and Shang- 
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85% of the quot d group ning all the 
warrants are subscribed for. But if all the 
minority interests take up their preference 
shares, the Tung family would receive an 
estimated HK$140 million. 

The strategy of ing the institu- 
tional presence in the public company was 
readily admitted by Tung. But he stressed 
that the family was in no rush to sell, nor 
did this transfer of assets mark an attemp- 
ted liquidation via the public vehicle. "If 
we were liquidating we would not do it this 
way. We would sell the properties, for 
example, straight off." Nor, Tung said, 
would the ordinary shares and deferred 


shares, which the family has agreed to pay 
up, be priced as in the proposal, at 
HKS2.60 each, considerably above the 
market price on November 24 of 
HK$2.12. He also denied categorically 
that the package was the result of pressure 
from bankers tó improve the 
sheet. Nonetheless, the increased cash 
flow will undoubtedly make it that much 
easier to raise funds in the future. 


Tu group bankers contacted by the 
REVIEW welcomed the proposed asset 
injection. They saw it as prudent planning, 
as the improved asset position would gen- 
erate additional borrowing capacity. 
Nohetheless, the fact that a shipping com- 
pany feels it necéssary to double its asset 
value in today's depressed market is read 
by analysts as proof of just how bad things 


are. The Tungs would probably have pre- 


ferred, they speculate, to have followed 
the example of Wah Kwong, another 
Hongkong-based ^ shipping company, 
when it carried out an ordinary placement 
of shares (80 million at HK$2.70 a share) 
- in September with the private side, in this 
case the Chao family ending up with less 
than half, and institutions the rest. 
However, the deterioration of the mar- 
ket since then and, perhaps, the state of 
OOCH's balance-sheet now, probably 
ruled out such an exercise. The motive for 
propping up the public company from the 
private side remains the same, however, 
with the added gloss of property and insur- 
ance interests to make the proposal more 
palatable. ' | 
The plan is for OOCH to acquire eight 
oil tankers; one ore/oil carrier, one car 
carrier and one bulk/ore carrier, a total 
of 2.7 million dwt: The total purchase con- 
sideration will be based on combined net 
tangible assets of about HK$480 million. 
Adding in financing, a valuation supplied 
by H. Clarkson and Co. of London gives a 
total of around HK$1.74 billion “based on 
net charter-hire payments on a discounted 
cash-flow basis plus either estimated scrap 


value (in the case of. ULCCS [ultra-large. 


crude carriers, the biggest tanker class]) 
or the market value at the expiry of the 
charter, whichever is appropriate." 

In current market conditions the injec- 
tion of tankers into the public company 
will raise a few eyebrows, especially as up 
to now the ООСН fleet has been domi- 
nated by container vessels and bulk car- 
riers. In the 1981 annual report there were 
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If this is the case, the Tung empire still 
has a relatively hi 
lics of an oil-mad age. The REVIEW has 
learned that as of March the total Tung 
fleet, both private and public, consisted of 


UNG amentally ged, with. 

uction of what the REVIEW under- 
stands to be four ULCCs and four very 
large crude carriers (VLCCs), the quality 
of the charters becomes all-important. 
With an estimated 55% overcapacity in 
the worldwide tanker market, vessels 
without charters are worth only their fast- 
declining scrap value. Indeed, Hongkong 
Bank chairman Michael Sandberg re- 
marked in a recent unreported speech toa 
Lloyds Register of Shipping dinner in 
Hongkong that what was now being seen 
in the tanker trade was “nothing less than 
the unfortunate demise of these di- 








, 26 bulk carriers (including com- — 
bination carriers) and the majority of the - 
remainder container vessels. Even allow- — 
ing for the eight tankers in the present — 
proposal, there is still therefore consider- — | 
able exposure to this séctor of the market. 

Nonetheless, all nine vessels are “on — 
employment with reputable charterers at 
rates which compare favourably with cur- — 
rent market rates. The expiry dates, 
spread evenly over the next 10 years, 
earliest expiry date being in Dece; 
1984." Asked about the quality 
charterers, Tung said they were all 
known international companies. The olc 
est of the tankers was built in 1972 and th 
rest in 1974-76, and all have been mod 
nised in accordance with current regu 
tions. 

The fact remains, though, that shippir 
— the most cyclical of industries — | 
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exposure to these re- 
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this denies thec 
lion (US$178 
change rates) 


pes ie guess P Tung 
agreed it could take years to “sort itself out,” 


adding that predictions of recovery tended 
to make matters worse by ‘encouraging 


owners to order speculatively, looking for 


ће bottom of the market-and thereby | 


cerbating. Np denen d 
Tn old the 


ply he Panama canal — саа onaspot 


now estimated by industry sources | 


ound HK$30 million a year, taking 
) nancing and operating 
d on the consideration 

ds 


еуелп, whereas | 
ceive a rate of | 
Ade, some | 


у. 
ings accounts were prepared by Price Waterhouse. They 
which is also the auditor of Carrian Investments. Jt was alsa s 
Bell, respectively managing director and financial director 
viously partners of Price Waterhouse in Hongkong. There was по. 
persions on the auditing procedures of Price Waterhouse or to suggest 

- cumbed to or been subjected to any pressure from former partine: 

audit of Carrian Holdings’ accounts. The Review recognises that any 


„affected by a drought; CBC's 


wholly without foundation. 
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2 A Шоп (US$29.3 m = 
lion in the year to Sept. 30, despite an 

easingly difficult trading environ- 


and more expensive funds. While 
fits of rival groups came under 
re, Custom Credit said that, aided 


ntribution from its insur-. 


, its position improved. 
tors did draw. attention 


one of the three шр. кн Бай. 


rating in Australia, lifted its net pro- 
or the year to Sept. 30 by a 


lion). 


The results eflec the- inclusion of 


| the Commercial Banking í Co. of Sydney 


Ltd (CBC), which is merging with the 
National Bank. With business adversely 


to A$34 million, down from A$40.8 mil- 
lion previously. Interest paid rose 4796 


:to A$1.44 billion. Revenue rose 29% to 


A$2.48 billion for the full year. A final 


|.dividend. of 12 A cents а share has 


boosted the annual dividend to 23 cents a 


6735 |] share, up from 22 cents previously. 
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ness coming from outside the Tun 
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|| ACI profits plunge 


| | Diversified building-products 
CI International Ltd of Australia has |. 


~~ BRIAN RÓBINS 


o to A$149.5 million (USSI41. 6 mil- 


rofit fell: 


icant 35.8% , commercial and dom | 
tic mortgage advances 27%, joint-ver 
ture loans 3.9% and wholesale fina 

2%. The: doubtful debt provision. wi 
up to A815. 5 million. —BRIAN ROBIN 


Despite the poor profit performanc 
the directors have declared an interii 
dividend of 7.5 A cents. a share (u 
changed) even though it is not có 


- by earnings. 


p 5 million’ -(US$8 
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income of P56.3 million in tl 
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on (US$9.71 million) for the half- | 
› Oct. 3: The Sharply lower profit | 
d a 14% rise in turnover to AS892 


r the half. The depressed 
environment in Australia and 
| sharp increase in interest charges to 
Шоп, up 140%, led to the pro- 
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Ко, and South Korea featured the 
Y ly markets to buck a declining trend 
їп the periods to Nov. 29. Elsewhere 
- losses were for the most part limited and 
— tended to reflect underlying economic un- 

certainties. ' f 
. Taipei 
` The market continued to decline as the 
| average weighted price index dropped 
nearly seven points to close at 464.83. 
— Average volume was up by 10% to 
О NT$553 million (US$13.8 million). 
` Analysts detected an initial movement of 
= Capital out of the market as the Chinese 
— New Year approaches. They also said 
` foreign banks are extending loans more 
- cautiously in the wake of the insolvency of 

. two local firms. 


` Tokyo 


- The market consolidated following the 
~ sustained rally that saw the Nikkei-Dow 
Jones Average break the 7,900 barrier. In- 
—vestors had already taken into account the 
— victory of Yasuhiro Nakasone in the battle 












for presidency of the ruling party, so the 
major external factor had little influence 
on trading. Brokers expect Nakasone to 
concentrate on reducing the budget deficit 
and streamlining the bureaucracy, both of 
which should add to the general confi- 
dence in the Japanese economy. Another 
favourable influence was the continued 
strength of the yen which has been trading 
at about ¥250:US$1. As the period drew 
to a close, share prices rose steadily. Over- 
seas investors started to take profits and 
foreign buying was down. Turnover was 
moderate. The index closed at 7,936.19, 
up about 35 points for the period. 


Seoul 


The composite share-price index climbed 
2.1 points during the latter half of the 
period to close at 172, its highest close 
since mid-August. Volume was moderate, 
averaging 8.4 million shares a day. 
Analysts attributed the bullish tone to re- 
newed investor confidence and the move 
by smaller investors to buy shares offering 
dividends from 12-17%. They predict the 


203 


Sony 4140 -37 201 ocec 630 
Sumaomo Bank sos "06 201 Pan Electnc 250 
Nov. 23 у Taisei Const. 231 -38 15! Peg Malaysia 283 
Takeda Chem 880 a1 9336 ches 545 
кн on Tokio Marine and Fire 501 +29 286 Sume Darby 202 
Nov. 26 7.890.38 Tokyo Elec Power 935 +51 208 Singapore Land 695 
2 pen Toray з? ar 386 Straits Stoamstap 168 
Nov. 27 7,898.93 | тоо 453 -34 194 | SwaitsTenes 640 
Nov. 29 7,936.19 | royokogyo 35 0з 1589 | Strats Trading 5% 
Change on week +0.44% Toyota Motor 1020 s20 177 Tractors 430 
Yamaha Motor. 574 29 “9 United E ngınwers 112 
оов зва 
"echange Pie a aa 
Nov.29 Wearne Bros 346 
Yen  omwe ratio SINGAPORE 
880 ов 322 
Bndgesione Tire 4m ^13 177 
C non ms +25 489 Fraser's Industrial Index 
Сара -= = 4016 9 
Canon 1260 +з 33 F 
Citizen Watch за 0) 152 | Nov.23 4,148.18 
i Da Nippon Printing 720 — "wa Nov. 24 4,126.46 
Daiwa House sot +12 37 Nov. 25 4,139.91 
LR Ebara Mig 370 48 174 Nov. 26 4,142.65 
2 Fup Photo Film 1940 +30 197 Nov. 29 4,097.31 
95 -45 440 vi 
> Herwa Raa! Estate 595 ws 714 Change on week 230% 
наст 79 - 
Honda Motor 991 
іні 157 
4EOL 535 
E Kama Const. 343 
Калека 310 
Kao Soap 563. 
` Kashiyama 756 
Юпп Brewery 390 
pas - SINGAPORE & 
Kumagai 405 ^ 
Matsushita Elec Was. 570 MALAYSIA 
Matsushita Elec. ind 1420 
453 
20 
324 





* а ЗАНАЛ 





index will reach 180 Бу year-end. Among 
the largest gainers were Dong Ah Con- 
crete and other cement issues, buoyed by 
reports of new contracts, and food com- 
panies led by Cheil Sugar, which an- 
nounced it has become the first South Ko- 
rean company to devise an inexpensive 
method to produce interferon. 


Australia 


Australian share prices finished off the 
bottom in thin trading on Nov. 29, ending 
five consecutive days of losses, though the 
Australian All-Ordinaries Index still 
closed off 7.9 points at 487.8. The slight 
rally from the closing level on Nov. 26 of 
485.1 was in response to firmer gold and 
copper prices in North American trading 
late in the week, which underpinned some 
overseas demand for local base-metal 
miners. Selected oil stocks were coming 
under pressure ahead of the Opec meeting 
early in December. 


New Zealand 


The market found minor support mid- 
week but failed to rally. Widespread pes- 
simism continues to dominate sentiment. 
NZ Forest Products produced a better- 
than-expected interim result but the share 
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price weakened. Tight iquidity received 
an extra squeeze with trading banks’ re- 
Serve-asset ratios raised from 10% to 
16%. While some sort of rally looks over- 
due, current conditions indicate it could 
only beasmalloftie, " 7 


The market suffered another week of 
losses as investors began to lose confi- 
dence and cut their losses. Portfolio liqui- 
dation was noted. The news of a further 
fall in the United States prime rate, which 
will mean. be oi ii for the Thai 
economy in the short term, failed to stimu- 
late the market. Hardest hit was commo- 
dity exporter ro. Boonkrong, while ce- 
ments and banks also declined. Average 
daily turnover was Baht 13.5 million 
(US$586,956). The Book Club Index lost 
2.01 points to close at 105.82. 


Kuala Lumpur 

The market maintained its downward 
move in the continued absence of positive 
economic developments at home and 
fresh leads froin Wall Street. Fraser's In- 
dustrial Index 'shed 62.76 points, its 
bigfest drop since mid-September, to 
close at 2,470.08! while total turnover fell 
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by 6.4 million units to a 16-week low of 
21.4 million. Quality stocks again stayed 
mostly off the floor, with buyers showing 
more interest in speculative counters. 
Volume leader was newly quoted prop- 
erty group Petaling Garden, which saw 1.4 
million units traded in its first day on the 
board. 


Singapore 


An expected retreat among investors, 
hints of which have been evident for sev- 
eral weeks, finally began. Trading was 
mixed, with losses outweighing gains on 

the period. Daily volumes were signifi- 
cantly thinner than in recent weeks. 

Fraser's Industrial Index lost 98.9 points 

over the five sessions to Nov. 29, finishing 
at 4,097.31. The Straits Times Industrial 

Index moved down 21.34 points to close at 
727.20. Brokers now predict the market's 

decline will continue — but at the relative- 

ly slow pace shown this past period. 


Hongkong 

Prices weakened throughout the period, 
depressed by prevailing political. and 
economic anxieties. But there was no sig- 
nificant new influence during the period (a 
one percentage-point cut in the local 
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trends. By the close, the Hang Seng Ee 

had fallen e down 69.38 poche 

the period, Turnover ined low atai _ 

daily average of HKS106.3 million (US$1 2 

million). Most analysts expected continu-, - 
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. ing weakness. 


Manila ) A 
Up to P 18.4 million-worth (US$2.12 
lion) of shares changed hands on Nc 
mainly in big single deals in San Mi 
the brewer, and Atlas Consolidated, 
copper and gold producer, both part of: 
Soriano conglomerate. The deals v 
negotiated and in B shares (open to __ 
foreign ownership). In the four preceding E 
trading days, the market was very slug- — 
gish, moving an average of only about 12. N 
million shares worth P2.2 million a day 
Sime Darby was the best performer, its | 
price rising 8.7595. 
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Even if you dont know the country, _ 
you can always look to Bank of America 
to know the currency. 





With a banking network of over 90 nations, and market-making 
capabilities in major marketplaces, Bank of America gives you foreign 
exchange expertise in more locations than almost any other bank. 

You get aggressive foreign exchange rates on major currencies in 
exchange markets around the world. 

You receive tactical and strategic market analvsis from our skilled 
teams of Financial Markets Advisors in major financial centers. You get 
up-to-date reports on market activity. Advice on managing vour ex- 
posure. And quotes and consultation not only on foreign exchange, 
but on a wide range of financial products and services available in your 
market. 

Plus, you can have our foreign exchange workshops presented 
worldwide for your treasurer and other financial officers. 

For more information, contact the Branch Manager at your nearest 
Bank of America office. 

Look to Bank of America for foreign exchange services. You can 
count on us around the world. 


Look to the Leader.” 
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LETTER FROM BALI 


Burs believe their island belongs 
to the gods, and generations of visi- 
tors have been forgiven any hyperbole in 
describing Bali as heavenly. Here the 
people are attractive and artistic, the cli- 
mate is eternal summer, and culture and 
nature have not only survived in har- 
mony but have also offered mutual sup- 
port and enrichment. 

However, as conservation profes- 
sionals from 75 countries around the 
world arrived here for a major confer- 
ence recently, Bali's divine landlords 
seemed to be warning the island's human 
custodians that even this Garden of 
Eden is facing ecological stress. To 
Balinese, the signals are discomfiting 
and new. To the more than 450 delegates 
to the World National Parks Congress, 
and environmental protection experts 
launching an international campaign to 
save tropical rain forests, the symptoms 
are sad but all too familiar. 

The Bali tiger and a number of other 
island creatures are now considered ex- 
tinct. There is growing water pollution 
and soil erosion. The climate may be 
changing; large areas this year had to be 
watered artificially because expected 
rains had not arrived on schedule. 

“Bali is still more beautiful and bless- 
ed by nature than most human-inhabited 
parts of the world," said a congress or- 
ganiser, Kenton Miller, chairman of the 
International Union for Conservation of 
Nature and Natural Resources 
(IUCN) commission on national 
parks and protected areas. "But 
differerences in ecological stress 
are only a matter of degree; here 
as everywhere we see the human 
population increasing, and re- 
sources to support all of those 
people are decreasing." 

The two-week Bali congress 
— the third of such meetings 
held every 10 years and the 
first to be held in a develop- 
ing country — was jointly spon- 
sored by the Indonesian Gov- 
ernment and IUCN, and co- 
sponsored by the World Wild- 
life Fund (WWF) and a num- 
ber of other international and 
national bodies. In its two pre- 
vious meetings, the congress 
focused on the parks them- 
selves, as separate, protected 
"islands" of undisturbed nature. 
This time, however, the congress 
presented development and pre- 
servation of parks and other 
protected areas in the context 
of socio-economic conditions, 
and in relation to planned land 
usc. 

Delegates included .govern- 
ment officials and representa- 
tives of major technical assist- 
ance agencies; experts on forests 
and grasslands, marine areas and 





mountain habitats; biologists specialis- 
ing in plants, animals and ecology — a 
group in total, according to Miller, “re- 
sponsible for the largest land-manage- 
ment enterprise in the world." 

Today 124 countries have established 
a total of 2,600 protected areas covering 
approximately 400 million ha. As large 
an enterprise as that may seem, experts 
claim it is not nearly large enough to 
keep the earth's biological motor going 
well for many people alive now and for 
all future generations. 

If this and other conservation mes- 
sages are falling on fewer deaf ears these 
days, it is probably because environmen- 
tal problems — in some cases, crises — 
are beginning to affect everyone, from 
the independent fisherman who finds 
waters polluted and has to travel further 
and further out to sea for a smaller and 
smaller catch to the big-city industrialist 
who finds his resource base shrinking. 


he energy, financial and other costs 
of providing goods and services are 
growing. Billions of tonnes of fertile soil 
are lost every year as a result of defores- 
tation and poor land management. A 
thousand animal species and some 
25,000 plant species, many with known 
medicinal or food property benefits, are 
in immediate danger of extinction. 
An estimated 500 million malnourish- 
ed and 800 million destitute people 





ropical rain forest: keeping the earth's motor running. 








E psc 


Pemilu!982 


today are compelled to destroy the re- 
sources which could, properly conserved 
for sustainable use, help free them from 
poverty and starvation. Every year, the 
rural poor in many parts of the world are 
obliged to burn 400 million tonnes of 
dung and crop residues badly needed to 
regenerate soils. And in widening 
swathes around their villages, the poor 
strip the land of trees and shrubs for fuel. 

However, conservation is increasingly 
coming of age, at every level from vil- 
lage, through national, regional and in- 
ternational. Congress observers in- 
cluded nature-loving youths from pri- 
vate conservation groups in Kalimantan, 
who went on to another meeting in 
forest destruction there, and an IUCN 
specialist on legal and policy matters 
who went on to a another meeting in 
Manila to help draft an East Asian con- 
vention on conservation of nature — а 
move initiated by Asean. Also, in Oc- 
tober, the United Nations General As- 
sembly approved a world charter aimtd 
at "protecting and safeguarding the ba- 
lance and quality of nature in the world." 

Among a number of Indonesian offi- 
cials, Vice-President Adam Malik and 
State Minister for Development Super- 
vision and Environment Emil Salim 
spoke with the most passion 
and force, underscoring the 
necessity for the nation's con- 
servationist practices and im- 
provement in all areas if the 
country was to survive with 
any resources at all in fu- 
ture. 

Salim, the country's most out- 
spoken leader on the subject, 
was а key participant in the Bali 
launch of WWF's international 
campaign in aid of tropical rain 
forests, pointing out that for mil- 
lions of years these areas in 
Southeast Asia, South America 
and Africa have been among the 
earth's most important labora- 
tories, gardens and world tem- 
perature regulators. 

Indonesians and others in the 
tropical rain forest belt have al- 
ready learned some of the disas- 
trous results of clearing such de- 
licately balanced — ecological 
areas. Richly varied animal and 
plant life disappears, replaced 
by erosion, landslides and silting 
up of river systems, floods and 
degradation of farmland. Such 
results were forecast decades 
ago, and proven years ago, yet 
every year there is, worldwide, 
destruction of an area nearly 300 
times that of Singapore. 

— NANCY NASH 


NANCY NASH 
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Anatomy of 
the KKK 


Your article on the Kilusang Kabuhayan 
at Kaunlaran (KKK — the national liveli- 
hood and development programme) 
[REVIEW, Oct. 29] contains quite a 
number of inaccuracies. It portrays the 
KKK as expensive; as being highly politi- 
cal and partisan, and as being executed by 
“inexperienced KKK officers” who 
bypass “normal channels.” It also states 
(as if it were some sort of crime) that the 
KKK is dominated by First Lady Imelda 
Marcos and Ministry of Human Settle- 
ments (MHS) officials. 

» The project does entail a lot of 
money, but the budget for it in 1982-83 is 
PI billion (US$115 million — 1.7% of the 
national budget) and another P1 billion 
for 1983-84 (1.5% of the year's budget). 
That is a far cry from the P4 billion you 
stated in your article. Moreover, your arti- 
cle gives the impression that it is money 
"spent." It is not. It is money invested and 
lent to people and organisations who need 

а capital or need 

money. We do not 
see that anything 
is wrong with that. 
The KKK entails 
the use of a lot of 
money, but it is 
not expensive as 
far as spending 
goes. One would 
consider building 
a dam expensive 
but the expense is 
an investment, not 
an outright di- 
minution of the 


Mrs Marcos: no domination. KKK 
was not hastily 

conceived, though its press presentation 
may have given the impression that it was 
thought up on the spur of the moment. A 
government does not set up a nationwide 
development programme that way and the 
Philippine Government is no exception. 
The KKK was set up in July 1981. The 
order was reviewed by the Presidential 
Reorganisation Commission, approved 
by the Cabinet Executive Committee and 
resulted in the creation of the Lupong 
Pambansa — a policy-making body of 14 
responsible people headed by President 
Ferdinand Marcos. Among its members 
are the prime minister and the ministers of 
agriculture, agrarian reform, human set- 
tlements, local government, trade and in- 
dustry, natural resources, budget and 
management, economic planning and 
media affairs. The president of the Philip- 
pine National Bank and the chairman of 
the Development Bank of the Philippines 
(each a recognised, responsible institution 
in the world of economics) are also mem- 
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is by and large man- 
aged and coordi ted by the MHS is a 
fact. That is not a crime by any standards. 
Somebody has to do it and the MHS was in 
the best position to do it as per delibera- 


tions of the Lupong Pambansa. It is the. 


generalist among the specialist ministries. 


| The MHS pools the resources (public and 


private) of the various ministries, indi- 


KKK activities by making certain 
no wasted effort, and tha ted ape С 


reach the masses who are d 


е 
Чо work but who аге unproductive because 
-of lack of capital and know-how. If this is | 


“by-passing normal! channels,” yes, they 
are indeed by-passed so that the pro- 
gramme may work and money reaches the 


[E projects when needed. But it is not a give- 


away programme and is therefore hardly 
“highly politically partisan." 

> KKK financing. involves not only 
KKK funds alone but also the funds of 
traditional activities of government. Thus, 
the money used for KKK-approved pro- 
jects of the military was money previously 
available to them and used for civic-action 
projects, home-defence forces and food 
production — that is, livelihood projects. 
The KKK is not military, nor does the mili- 
tary touch a single peso of the P2 billion 
KKK fund (for two years). 


» Тһе National’ Cottage Industries | 


Development Authority is not under the 


. MHS. Neither. are the bureaux of 


fisheries, aquatic resources, animal indus- 


tries, plant industries, etc. They belong to 


their own ministries and were active in 
their respective spheres long before the 
advent of the KKK. What the KKK did 
was to coordinate efforts so that, say, by- 
products of one could help other projects 
in the same area. 


» The KKK is not a purely governmen- | 
tal project. It involves groups such as the 


Jaycees and the Kiwanis, private business 
corporations and individuals. What the 
KKK secretariat does is to harmonise 
their activities towards the goal of the 
KKK — increases in production апа in- 
come for the people. 

After 18 months, the impact of the 


KKK is being felt nationwide. From the 
regular KKK fund alone, 7,730. projects | 


have benefited 202,507. direct. be- 


_neficiaries and. provided employment | 
(and income) for about 1.2 million indi- 


rect. beneficiaries. The programme gives 


priority to loan projects for landless far- |: 


mers, slash-and-burn farmers, subsistence 


fishermen, slum-dwellers, — cultural | 


minorities, drop-outs and the disabled 


The fi nancial and project activities are | 
monitored weekly by experts from the 


concluded. “the commun : 
‘tionally ambiguous With diffe ent 


terpretations by the two sides on 
day of its signing. 


Central Bank of the Philippines, the | | 


Development Bank of the Philippines, the - 
Philippine National Bank and the Land 
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“We'll manage your 
Queensland investments 
personally": 


Pty. Ltd. 


Queensland's business and economic performance is 
-running far ahead of Australia and most of the world. With 
the population increasing at double the national average 
and the lowest State taxes in Australia, all indicators point 
to continuing strong economic growth for Queensland. 

If, like many other investors around the world, you've 
been contemplating taking advantage of the booming 
Queensland economy, we can help. 

b Link cry а vehic specialises in the management of 
investment funds injected into Queensland. We handle 
J overseas investments in Queensland projects currently 
worth over A$100 million. 
Our Company operates on a person to person basis. 
We will find an investment that suits your needs and 
‘ personally manage it for you. We can arrange local content 

ý and local funding for joint ventures. { 

l Link Management is well acquainted with domestic 
and international funding sources, including the 32 
merchant banks represented in Queensland. We keep fully 

" abreast of the constantly changing Australian Government 

| foreign investment guidelines and maintain regular 
contact with the Foreign Investment Review Board. 

Our clients are currently experiencing substantial 
financial benefits and capital appreciation from 
investments in urban land development, tourism, business 
office projects and the rural industry. There are 
considerable opportunities for diversified portfolio 
investment. 

You should join the list of investors growing with 
Queensland. For further details on the range of investment 
services available from Link Management, send us the 
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p when the sides could 
move closer to one another in seeking. 
decisions and formulas acceptable to 


both. It has become quite evident now 
that Peking had no intention of being 
explicit or unambiguous in seeking а 
peaceful settlement of the Taiwan 
problem. Naturally, neither President 
Ronald Reagan nor his successors want to 
or can abandon the people of Taiwan to 
the mercy of fate. They would be risking 
their own reputations and the authority of 
the US the world over. The present situa- 
tion in US-Chinese relations could be cor- 
rectly defined as a deadlock. 

Attempts can still be made to break the 
deadlock by diplomatic means. Neverthe- 
less, sober-minded politicians are fully 
aware that such efforts are in vain. They 
only serve to curb US initiatives and result 
in such inane communiques. The world 
community is quite aware of how to cut 
the Gordian knot of the Taiwan problem: 
the people of Taiwan should be given the 
opportunity of freely expressing their will 
without any outside interference and 
under the auspices of United Nations re- 
presentatives. The result of such a re- 
ferendum would indicate to the Peking 
and Taipei leaders the groundlessness of 
their claims to sovereignty over “опе 
China" and would relieve Washington 
from the onus of responsibility whigh it 
has imposed upon itself. That is why the 
idea of giving Taiwan's people the right to 
determine their own future is attracting 
more advocates within US political cir- 
cles. 

Washington JEFFREY GOLDSTONE 


Goon's track record 


While it may be a source of amusement to 
some, it is sad to note that a magazine 
which focuses on Asian affairs should 
show such insensitivity as to publish an ar- 
ticle which chooses to make fun of a well- 
known Chinese surname [Traveller's 
Tales, REVIEW, Oct. 14]. It is particularly 
difficult to understand how a Hongkong- 
based magazine and editor can allow such 
comments. 

Goon Institution has been in the fore- 
front of commercial education in Malaysia 
for the past 40 years. Far from employers 
being reluctant to employ our students, 
we would like to bring the attention of 
your readers to our track record. The list 
of our students who have won world plac- 
ings in examinations is public knowledge. 

C. F. LAU 
Director of Studies 


Goon Computer and 
Kuala Lumpur Management Studies Centre 


Against the tide 


I must take Jay Haig  [Letters, 
REVIEW, Nov. 12] to task for suggesting 
that Lee Kuan Yew's sonis the best bet for 
the prime ministership of Singapore. Sin- 
gaporean leaders have been talking about 
democracy in the island republic, and to 
suggest Lee's son as Singapore's future 
prime minister is against the whole tide of 
public opinion in Singapore. 

Adelaide DJAMALUDIN LEE 
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| Asia, two things have be- 


rowing degree of inter-de- | о 
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degree of hier pe in erey, Busi- 
' Anthony Rowley and REVIEW corre- 


ook at how far the process of | 
ntegration in the region has gone — | 
and what obstacles it still faces. 


al ses the non-ideological nature of East 
systems and Western misconceptions 
ses the prospects for the region’s principal 
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{п са surprise move, proposed 
amendments to Malaysia's jocie- 
dies Act are dropped. 


Page 12 


Pakistan’ s President Zia-ul Над. 
plays the Andropov. card in 


Washington, 


> ated to lease the masses, and 
‘provides a fand su weather fore- 
cast of ‘mil ang sunny with over- 


тена ot 


the: party їп the е country s norte 
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Pages 23-28 
The sword of Sikh 
separatism hangs 
over India’s Pun- 
jab state in a 
politico-religious 
campaign. Akali 
and Congress 
leaders in- the 
state — and the 
self-styled presi- 
dent of Khalistan 
— talk to the 
REVIEW. 


Pages 29-30. 


The United Nations still fights shy 
of endorsing American claims of 


chemical warfare in Asia. Mean- 


while, the Soviet presence in Af- 


ghanistan 


is condemned . yet 
again: 


f Business Affairs 


зай goes into aspin 


| 12 | Economies: Laying China's new 


-Give peace à eani 
: ‘Philippines: The gun a 





foundations 
“No room to manoeuvre 





| | Cover story: East Asia's Гераса 


* bégins.at home 


||. The East discovers strength in 


adversity im 
pan must learn to live with its- 


| Richard Hughes .. 
9 | Books 
^ f The 5th Column 


Page 56 

A meeting 
formula for world trai 
phasises only growing di 
ments and fears. ; 


58-60- 


| China's leaders, mabiin at the 


National People's Congress, 
line conservative plans for the п 


| | tion's economy over the next few 


years. 


Page 82 

Malaysia drafts a strict takeove 
code which follows standar 
models but with one cde depar- 
ture — it will is statutory.. 


Page 84 
A tively small H ngk 
pany gears up to beco 


than Jardines." 
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rge number of Malaysian | 


ans have been arrested | 


Переа involvement inan: 
gal assembly in Kuala Lume: 


n August 4. They include 


2 deputy minister in the: 


e Minister's Departmen 
uk Haji Suhaimi Ката 
1; the prime minister's polit 


|. Secretary, Megat Junid 
C "Malaysian 


Ayub; 
inese Association: 


7 ANZ... rty { 
| ments — - plans for six other Is- 


more-or-less routine. Th тту TH 


chief of staff, G 


| [risen there is much in- |o 
rest in the appointments as | о 


they constitute the first major | 
changes in a re-alignment of In- | three 
donesia's leadership which is | 


cted to continue in the |S 


Meanwhile, the chief of staff 


| of the security command, Kop- 


zen. arrests, All have bëen 


1. Police sources}: 
400 | speculation that a reorganisa- 


a demonstration against 
oup of human-rights law- 
who were in the capital to 
y the implementation: of 
ysia's tough иу laws. 


ralia's federal opposition 
fered ап. unexpected апа 
efeat:in a critical by- 

for the seat of Flinders 
ictoria оп December 4. 


seat had been vacated by | 


ormer deputy leader of the 
iberal Party, Sir Phillip Lynch, 
о resigned from parliament 


months ago. The opposi- |: 


Labor Party decided to 
ke the by- -election a test of 


Yo swing to win, but the 

t was a poor 1. 7% swi 

bor, and the government re- 
еа the seat. Prime Minister 


kamtib, Gen. Wijoyo Suyono, 
also gave up his position. The 
fact that he was not replaced 
immediately has given rise to 


tion of Kopkamtib may be on 


| the way. 
ire sonde to: yanks taken 


~~ SUSUMU AWANOHARA 


dia. 


dia, the Philippines, 


and Industry (CACCI). Plans 
iras Economic 


| ty (Арес) are now 
being. studied. Depending on. 


the. support Apec receives, 


„| members: would be asked to 


Thailand's асокі 
into ‘the twilig 
Thailand's. King уйы 
Adulyadej said he lapsed into 


“the twilight zone" during a 


serious bout with pneumonia 
more than four months ago. It 
was the first. public comment 
the king has made about his ill- 
ness. It came during a rare and 
light-hearted speech to 7,000 


| drop сотр 


ting or conflicting 
trade affiliations and unite be- 
hind. Арес. Eventually, in the 
CACCI scenario, the private- 
sector institution would seek 
political endorsement. 

"= THOMAS CHESSER 


Tenders go out for 
Chashma 


nuclear plant 
Pakistan has invited interna- 
tional tenders to set up a 900- 
mw. nuclear power station at 
Chashma (REVIEW, Sept. 24), 


11125 miles southwest of Is- 


people; who poem at 
lada Palace on Decembe: 
“The monarch, who 
from occasional heart p 


lamabad. The project will cost | 


Rs 17 billion (US$1.34 billion); 
work will start within a year 


and is planned for completion. 


New Zealand and In-. 
donesia, met as part of the |« 
four-day ninth general assem- |. 
bly. of the Confederation of | 
‘Asian Chambers of Commerce. 


"fand Line sites are not clea 


| ment ‘aspirations can Бе гл 
| pected to delay repayment c 
| its debts — totalling HK$! 


billion at the ead of 19; 


Mills, who negotiat ‹ 
said that while most manu 
turers will not be affected by 
the cutbacks in 1983, the indus 
try. will find дш leve ови 
when European ma 
cover from the p 


Manufactur 


ng. 
Цу sought 
a 12% quota redu ion. 


in. six years. The Pakistan Cor 


Atomic Energy Commis: 

handling tenders, whi 

on о Appt 30, 1983. 
MOHAMMED AFTAB 


'nture project is set to- 

in 1986 with a capacity. of 
units а year, rising to 

) by 1989. Two models 





Military security | 
Manila area h 


speed reconnaissance aircraft. 
Pyongyang claims that 170 spy 
flights have been made over the 


| North — the. latest being on 
. November 8. 


| ANGLOPHONE NAKASONE. 


| New Japanese Prime Minister 


o Nakasone used English for 

his first diplomatic foray 
tates President Ronald 

and chatted in English - — at 


{the uggestion of the American 
Embassy in Tokyo. Nakasone also 


"s spoke in English when he 


| telephoned leaders in China, Asean 


` | and South Korea. Nakasone's 


a twin sonic deu heard ju 
“sporadically over the South Korean 


_ capital gives the lie to denials by the’ 


United States that spy-flights are 
being mounted over North Korea. 

y note that exactly 22 minutes 
er one sonic boom rolls over the 
у, they hear another, and say this. 

is the time needed for a there-and- 
run by American SR71 high- 


ANISTAN 
n rebels were executed, Radio Kabulre- 
5). More than 100 villagers were 
ath when Soviet tróops de- 


telephone diplomacy got high 
marks from Western diplomats in 
Tokyo. 


CUT-PRICE LOANS 


The Hongkong 
branch of the 


Pd Bank of China 
» will meet a 


«mm dclegation from 
М the Federation 
— of Hongkong 
Industries on December 14 to 
discuss a scheme under which the 


diplomats were shot and seriously wounded 


бу unidentified gunmen in Kampala, dip- 
lomatic sources in Nairobi said (Dec. 7). 


INDONESIA 
-President Suharto sacked four Jakarta dis: 


| trict judges for exorting bribes, the justice 


minister said (Dec. 2). Atleast 62 people have 


-|-died from starvation in Irian Jaya since late 


-f November, the daily Sinar Harapan reported 


(Dec. 6). : 


| JAPAN 


Prime... Minister 
ledged i in his first policy speech that Japan 


would work to imprové its defences but would: 


not become a military power (Dec. 3). More 
than 25,000 government workers staged а 


onstration in Tokyo against a pay freeze. 


was arrested: for his "lege role in а 
demon | 


ге his assent to legislation 
ip: to. life’ imprison- 


documents (Dec. 


He called |- 


Yasuhiro ^ Nakasone- 





a gesture by Pekin 
China's firm sup) 
erion, where 


Fears among some Wes 
countries that Banglade 


regime would steer th cou 


strict ct fundamentalist M 
T el 


ay that chi 
martial- law adman sifat у 


any intention of introducing an - 
extremist Islamic programme 

as that ordered by President Zia 
Hag in Pakistan. The vast majorit 
of Bangladesh's more than 90°. 
million people are Muslims, but th 
authorities have always adópted 
liberal approach tothe 
interpretation of Islamic tenet 


Tehrik-i-Istiqlal, was arrested, 
sources said. Zulfikar Ali Bhutto’: 
Nusrat, said that doctors in West. 
confirmed she has lung cancer 

dent Zia-ul Haq held talks . 
Ronald Reaganin Washington (Dec. 


PHILIPPINES 

About 300 pepe demolatiited i i Manila 
against alleged government harassment of the 
clergy (Dec. 4). Communist rebels shot c 


| four people and wounded fot 


near. Davao’ City 
Agency said (Dee. 
country's leading. 


| We Forum, and arrested its e 


staff on wii of pubvetsion (Dec. De 


“SRI LANKA 


The first secretary at the United St 


| bassy, Kenneth Mun 
ry fi 


internal таа (Dec 2e 


TAIWAN. УЛА. 

"The United States: s t ned 
Taiwan US$97 million worth of i 
(Dec, 1). sS 


THAILAND 


“About 230 communist: касыйда Ne 750 
camp followers surrendered to the authorities 
(Dec. 1)..One person was killed and 17 we 


‘wounded when a bomb exploded in the offi 
T of a former honorary Iraqi consul in Валек 





Our little friend doubles 


66 The predator tick kills with- 
out mercy. Every day it eats 
twenty vegetable ticks, little 
green insects that are the worst 
menace in greenhouse cucumber 
production. Without any protec- 
tion, vegetable ticks would. de- 
stroy 30-100% of the cucumber 
harvest. So our little predatory friend, 
just 0.1 mm. long, saves several tons of 
cucumber in every greenhouse. 

Altematively, we can use chemi- 
cal substances. This, however, would 
cause a problem. The crop has to be 
stored for a failsafe period. 

Biological plant protection offers 
fascinating possibilities. Basically, all 
insect pests have their own natural ene- 
mies. Discovering, breeding, and 
spreading this police force is our re- 

search task. 99 

































AINO-MAUA EVERS, RESEARCHER, 
KEMIRA FERTILIZER DIVISION 


NATURE’S OWN SOLUTION 
Biological pest control can never 
take the place of chemical pesticides, 
but it is an interesting alternative. It 
offers a simple, safe way of destroying 
pests. Problems are solved using Na- 
ture’s own methods: if you chop a 
fir-tree down, the stump is attacked 
by a fungus that eventually may rot 
the whole forest. . . unless the stump 
is treated with another fungus. 

In the same way, when pine saw- 
flies, which can destroy large 
amounts of wood, start eating the 
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needles, they are killed with a dust 
ground from dead insects. 

Kemira has now been working 
for ten years on methods of biologi- 
cal plant protection. Next we're try- 
ing to co-operate with ladybirds. 


THIS IS KEMIRA 

Kemira is a Finnish multi-product 
chemical company and one of the 
world's leading manufacturers of fer- 
tilizers. We want to do more than 
just sell our products: we want to 
solve our customers' problems. 

Kemira has specialist knowhow 
in the important branches of the 
chemical industry. We develop prod- 
ucts that improve the output of 
food and other basic human needs. 

But we are not too large to 
ignore problems of a smaller size. 
Kemira uses the chemical industry 
to solve our customers’ problems. 
What is your problem? 


Kemira Oy, Fertilizer Division: fertilizers, 
pesticides. Industrial Chemicals Division: 
industrial and specialty chemicals. Safety 
equipment. Säteri: viscose fibres. Vuori- 
kemia: titanium dioxide. Vihtavuori: ex- 
plosives. Technical Exports: complete pro- 
jects. Tumover 1981: USS 750 million. 
"ersonnel: 6,800. For further information, 
please write to our Director-General: Mr. 
Yrjö Pessi, Kemira Oy, Malminkatu 30, 
00100 HELSINKI 10, Finland. 


W 
A KENN RM 


OF FINLAND 


nt has decided to kill the most-contro- 


versial legislation now under considera- 
in parliament — amendments to the 
ieties Act. It was an unprecedented . 
move in the country's 25-year indepen- 
dent history, during which time. critics 
' been brushed aside by the massive 
ijority which the government has invari- 
ly had in the legislature. The decision 
inevitably raised the question of whe- 
s.the emergence of. a new 
An: thé: government. or reflects 

ely a hange i in муе, 


озна. ed 

ange from- religious 

t guilds to clan asso- 

sumer groups, are gov- 
mendments to this act, ef- 

vely neutralising these bodies as pub- 
ssure groups, raised a storm-of con- 


r amendments tabled in parliament. 
| November 4 were seen as still more re~” 
ictive and led to intense lobbying of 

by the societies. 

December 7; Deputy Prime Minis- 

k Musa. Hitam, who is also the 
e minister, , told the press that not only 
idment bill now. before parli- 
ng withdrawn, but that the en- 
ation would lapse when a new 
hich he said would: reflect. the 
ism of the government, is tabled in 
arch session next year. 

е announcement surprised the Con- 
ce of Societies, an ad hoc body which 
rously opposed the original amend- 

nts; But it was no means reassuring. 
ne prominent member of the confer- 
nce; Chandra Muzzafar, president of the 
ent. Aliran, told... the 
VIEW: “It me s we are bound iid the 

l amendmen 


er I see the new legislation.” 
Musa told the press that he would meet 
presentatives- of the: societies in 
ary or February and. discuss the | 


tricted the freedom. of р essure- groups 
hat it was no. iet possible: for them to 








| affairs of the United Mal 


ganisation (Umno). which is 


“in the ruling National Front. 
‚ Was constrained to stress that 


ment's move should not be seen 


“of weakness. it was clear thath 
conscious that his fellow Umnc members 


would remember this concession to oppo- 


nents of the government. Musa briefed | ti 


the National Front MPs, the majority of 
whom are Umno members, at a meeting 


kind of public opposi- 
anent does not, want ' 


before. the decision was announced and | là 


explained the need for dropping the bill. 
One absentee from the meeting was de- 
puty minister Anwar Ibrahim, who was 
away campaigning in a crucial by-election 
battle in Trengganu state where the gov- 
ernment's credibility is being tested in a 
strongly. opposition-oriented i 
Anwar's credentials as a Muslim leader of 


considerable charisma are essential to se- 
cure the seat against the theocentric Party: 


Islam (РЇ) candidate. Anwar was sum- 


moned to attend the National Front meet- 
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сатса. 





з the laws back to their origi 
eral form. йш {һе reo nd 


The Pakistani president leaves officials in м ashin ton 
wondering about his stance on Afghanistan 


By Richard Nations | 
Washington: Differences over Afghan- 
istan have emerged between Pakistan and 


the United States following President Zia-;] or 


‘ul Над” talks in the White House with | 


President Ronald Reagan. Although the |’ ni 


two leaders strongly affirmed the need for 
an Afghan settlement based on a total 
withdrawal of Soviet troops, there appear 


Чо be major differences in their 


ments. of whether the recent | 


_ | changes in Moscow have cre; 


: Zia came away from h 


‘cordial talks last- month 
| with. new Soviet leader Yu 


| end to its three- -уёаг occupation of. 
паси That meeting transi; 


p сав. in Washingt И. 
loscow, Islamabad official tres ed 








| was high ` 
MW е House offi- 








gave the registrar of societies wide powers 
over a society's affiliation with foreign 
bodies and over aid from abroad. 

While Anwar refused to criticise the 
amendments publicly, it is understood 
that the pressure on him from Abim was 
severe and that he had to make represen- 
tations to Prime Minister Datuk Seri 
Mahathir Mohamad and Musa before the 
matter was reconsidered by the cabinet. It 
is also worth noting that Abim has some 
40,000 members — all Muslims who are 
now ready to switch from their role of 
apolitical reformers with a religious mis- 
sionary zeal to that of partisan politicians. 

Quite a few Abim members are re- 
ported to have expressed their support for 
Umno. Many others have expressed their 
support for PI. To antagonise Abim se- 
verely could mean swelling the ranks of PI 
with young Muslim intellectuals just when 
that party is in a state of serious disarray 
(REVIEW, Nov. 26). 

The REVIEW understands that the pro- 
posed amendments this year split the 
cabinet, with the former home minister, 
Foreign Minister Tan Sri Ghazali Shafie, 
seeking to retain the 1981 amendments 
while other senior ministers, who had sup- 
ported him, backed off. With division at 
such a high level, it is understood that 
Mahathir had to step in with his own deci- 
sion — to change the law. 


Senior Pakistani diplomats said An- 
dropov told Zia that if Pakistan stops in- 
terfering in Afghanistan's internal affairs, 
the Soviet Union will put forward a time- 
table for a phased, complete withdrawal 
of Soviet troops. Consistent with Is- 
lamabad's official line, Zia reportedly re- 
jected the suggestion that Pakistan inter- 
feres in Afghan affairs. However, on re- 
flection, Pakistani officials discerned 
three positive elements in the Andropov 
interview which they think may add up to 
an indication of a new willingness to 
negotiate: 

» Zia's early and warm reception by 
Andropov — a possible sign that Pakistan 
is being given a stature by Moscow con- 
sistent with that of a party to negotiations. 

» The fact that Andropov himself 
raised the issue of Afghanistan when in 
the past the Soviet leadership has not done 
so. 
» The new and positive formula which 
Andropov offered linking the withdrawal 
of Soviet troops in Afghanistan to an end- 
ing of external interference in Afghan af- 
fairs. 


#4 "I*here is nothing new" in Andropov's 

formula, a senior US official told the 
REVIEW. "This is essentially what Mos- 
cow has been saying for the past three 
years." But the Pakistanis sense what may 
be a crucial nuance. In the past Moscow 
stressed that it could not withdraw troops 
because of Pakistan's collusion with US 
and Chinese interference in Afghanistan. 
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Musa: representations from Anwar. 


The fact that Anwar is a protege of 
Mahathir tends to encourage analysts to 
believe that the young deputy minister did 
have influence with the prime minister. 
Anwar, after all, was a very early support- 
er of Mahathir and stood by him when 
Mahathir was expelled from Umno in 
1969. 

Anwar's sudden entry. into the higher 
echelons — he became a deputy minister 
within weeks of joining Umno in March 
and a party vice-president in September 


Zia and Reagan: shoulder to shoulder? 


In Moscow 's old line. the linkage jus- 
tified a continued Soviet presence, but 
now Andropov, according to the Pakistani 
sources, has for the first time turned the 
linkage into a concrete negotiating condi- 
tion by stressing that it will withdraw if 
Pakistan stops supporting such interfer- 
ence. 

Islamabad responded positively, re- 
versing its past tendency to discount Mos- 
cow's shifts in tone and language as pro- 
paganda exercises. “For the time being, 
we are taking the Soviets at their word," 
Zia said in an interview with US News & 
World Report. “They say that, given a 
certain type of environment, they would 


— sits very badly with the second-echelon 
leaders of Umno. These voung leaders are 
known to be watching the centre, where 
Musa, while he is the heir-apparent to 
Mahathir, must keep a wary eve on Fi- 
nance Minister Tunku Razaleigh Ham- 
zah, the man he beat in an election for the 
No. 2 slot in June last year. 

In this complex situation, with another 
open contest for the deputy premiership 
possible in 1984, Anwar's rapid rise can 
make him a man of critical importance for 
both Musa and Razaleigh. Any clear indi- 
cation that Anwar has influence in major 
policy matters could mean a realignment 
among the young leaders in the battle of 
1984. 

What part these considerations played 
in the home minister's presentation of the 
cabinet decision to drop the controversial 
bill is difficult to assess. Certainly Musa 
has a better claim to be a liberal than 
Anwar who, as a fundamentalist Muslim, 
would like to see the Islamisation of sev- 
eral institutions in this multiracial coun- 
try. For the moment, however, the drop- 
ping of the controversial amendments will 
give Anwar a tremendous boost among 
Muslims and non-Muslims alike. But 
Musa could change all that by producing a 
bill next year that could make Anwar's 
achievement this year look like a pyrrhic 
victory. [r] 





withdraw. We are currently engaged in 
discussions with them — under United 
Nations auspices and in indirect talks — to 
find out what type of environment that 
could be and what Pakistan can contribute 
in order to bring on stability and let Af- 
ghanistan go back to its non-aligned 
status." Zia cautioned that while he is “op- 
timistic by nature" he foresaw no "spec- 
tacular results in any short period of 
time." 

This shift in Moscow's stance may 
breathe new life into talks sponsored by 
the UN and mediated by special envoy 
Diego Cordovez. The talks between re- 
presentatives of Islamabad and Kabul are 
now stalled. But high-level UN sources 
say that, apart from Zia's meeting with 
Andropov, there are other clear indica- 
tions that Moscow wants to get the talks 
moving again. Among these are a new 
flexibility in Kabul on the procedural 
questions which in the past were used to 
delay negotiations. Kabul authorities, 
moreover, have for the first time been 
pressing Cordovez to push forward his 
timetable for the next round of talks. 

Cordovez, sources say, hopes to build 
on the Andropov formula when he goes to 
Kabul and Islamabad in January. Then he 
hopes to nail down the first element of a 
complex settlement package apreed to in 
principle in Geneva. 

While Pakistan does not concede Mos- 
cow's charges of interference, Islamabad 
is reported to be prepared to sign a pledge 
to the effect that *it never has and never 
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toa timetable for withdrawal, a seni 
N official told the REVIEW. 
. Washington and Islamabad are in full 
greement that a total withdrawal of 
— Soviet troops is the non-negotiable condi- 
_ tion of an Afghan settlement. Differ- 
= ences, however, arise over the approach 
to the related question of inducing the re- 
turn home of the nearly 3 million Afghan 
- refugees now in Pakistan. Although US 
- sources deny it, both Pakistani and UN of- 
ials say Washington is urging that a 
ange in the character of the Kabul re- 
ne must be an explicit part of any inter- 
ational solution. 
| This position is fully in accord with the 
_ UN call for self-determination for the Af- 
— ghan people. But Pakistani officials say 
| privately that it is naive to insist upon а 
. written commitment to change the regime 
| ш Kabul since that would entail a loss of 
_ face intolerable for Moscow. Instead, Is- 
— lamabad prefers to rely upon the internal 
3 dynamics of Afghan politics to change the 
- regime and draw the refugees home once 
Soviet troops leave. 


2 akistani Foreign Minister Yaqub Khan 
M recently argued here in private that 
Afghanistan is one place where Moscow 
сап make concessions at little strategic 
‘cost and gain a great deal politically in 
terms of its relations with China, the West 
ала the Islamic world. The US official- 
£ Кок the Cordovez mission, and 
_ cially endorses the Cordovez mission, and 
“senior administration official said: “Of 
purse we are very pleased that Zia was 
"among the very few singled out [by An- 
_ dropov]. But leaving aside what was said 
ind the atmosphere, I am rather sceptical 
hat there has been any evidence of a signi- 
t change in what until now has been a 
ard-line, inflexible Soviet position. I 
d rather hope it would change . . . but 
st don't see it yet." 
Washington, however, appears worried 
that Zia may have had his head turned by 
_ Andropov's cordiality, and in turn seems 
_ anxious to bend over backwards to pre- 
_ vent the Pakistanis from wavering. It is 
_ perhaps for this reason that the dispute be- 
veen the two countries over an advanced 
ionics system for the F16 fighters Pakis- 
ап purchased from the US was settled 
pi he such dispatch on the eve of Zia’s arri- 
` Opposition to giving Pakistan the most 
‘sophisticated radar technology for the air- 
craft had taken hold among the US joint 
. chiefs of staff for fear it might be leaked to 
the Soviet Union. Preserving the US 
technological lead in weapons systems is 
пож a major pillar of the Reagan adminis- 
_ tration's security policy. This considera- 
tion, however, was apparently set aside in 
. agesture to reaffirm the strategic relation- 
|. ship between Pakistan and the US. 


Un 
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-. .. Other issues, including nuclear policy, 
|. Zia’s timetable for restoring civilian rule 
| and the illegal narcotics c from and 
. through Afghanistan, also promi- 
.. mently in Zia's White House talks. , @ 
i. M 
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A new liberal constitution revives the post of state 
president and assures more individual rights 


By David Bonavia 

Peking: For nearly three decades. 
China's constitutions have been a barome- 
ter of its political and social climate. The 
forecast after the most recent one — 
adopted here on December 4 — is for 
mild, sunny weather, with overcast 
patches. The more than 3,000 delegates to 
the fifth session of the fifth National 
People’s Congress (NPC) predictably ap- 
proved the draft of socialist China’s fourth 
constitution, as presented by Peng Zhen, 
the top authority on legal and constitu- 
tional affairs. 

Among its most notable innovations is 
the creation of the post of president of the 
republic, which vanished with the last in- 
cumbent, the late Liu Shaoqi, in 1967. It is 
evidently quite a strong post. though not 
as strong as an American president. The 
new constitution has also created a Cen- 
tral Military Commission which becomes 
a state organ. The new basic law states 
that China is *a socialist state under the 
people's democratic dictatorship led by 
the working class and based on the al- 


liance of workers and peasants.” Mem- ' 


bers of the NPC, provincial and local con- 
gresses are elected in pyramid style. 

The constitution addresses itself early 
on to the question of ethnic minorities. 
Any discrimination against minorities is 
forbidden, as well as “acts that instigate 
their secession” — a surprising possibility 
for the drafters to have considered. 
Everyone, including every member of the 
communist party, is enjoined to obey the 
laws as defined by the NPC, and no or- 
ganisation or individual may be above the 
law. 

The removal of political power from the 
people’s communes is laid down in Article 
Eight, which also guarantees the peasants’ 
right to farm land over and above the ful- 
filment of procurement contracts. Urban 
land belongs to the state, while rural and 
suburban land belongs to collectives, prin- 
cipally village-level production teams, un- 
less the state decides otherwise. The right 
to lawful inheritance and to ownership of 
earned income, savings and houses is 
underlined. Article 18 supports the right 
of the state to let foreign enterprises and 
individuals invest in China. 

The pyramidal election of the local, 
provincial and national congresses, with 
deputies to each one elected by the one 
below it, is cursorily treated when it comes 
to the basic-level elections. Nowhere is it 
stated that these are by secret ballot or 
that there must be more than one candi- 
date. 

The higher-level congresses are elected 
for a five-year term, whereas the lower- 
levels elect fora three-year term — lend- 
ing an odd syncopation to the electoral 


process. Provinces, autonomous regions 
and centrally administered cities (Peking, 
Shanghai and Tianjin) may adopt their 
own regulations if these do not infringe 
the constitution. The lowest-level ad- 
ministrative units are residents' commit- 
tees (street committees), and villagers' 
committees, elected locally. They engage 
in mediation of disputes, public security, 
hygiene and other matters of civic con- 
cern. 


n the five autonomous regions — Tibet, 

Xinjiang, Ningxia, Inner Mongolia and 
Guangxi — the various ethnic groups 
have appropriate representation in the 
congresses, Judicial proceedings shall, 
when necessary, provide translation 
facilities when any of the parties uses a 
minority language. The constitution is 
clearly intended to win public support in 
China through its relatively liberal proxi- 
sions for the defence of civic and ethnic 
rights, on paper at least. 

It is closer in spirit to the first constitu- 
tion, promulgated in 1954, though mellow 
even by comparison with that. The second 
constitution, passed in 1975, was leftist, 
and vague about political institutions. It 
was scrapped in 1978 in favour of a draft 
which pointed China along its present 
road, but was perfunctory and paid more 
lip-service to the “thought of Mao 
Zedong.” now omitted except for a single 
reference in the preamble. 

As with the constitutions of all totalita- 
rian states, the latest one must be treated 
with caution. Its fundamental weakness is 
that it does not spell out the electoral pro- 
cesses at the bottom of the pyramid. The 
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entire edifice from there upwards is 
plainly open to mutual back-scratching on 
a massive scale. 

The People's Liberation Army takes a 
big step down in prestige and political 
power. Article 29 says the tasks of the 
armed forces "are to strengthen national 
defence, resist aggression, defend the 
motherland, safeguard the people's 
peaceful participation in national recon- 
struction, and work hard to serve the 
people. The state strengthens the re- 
volutionisation, modernisation and reg- 
ularisation of the armed forces in order to 
increase the national defence capability.” 

This is in striking contrast to the relev- 
ant article of the 1978 constitution, which 
said the party chairman commands the 
PLA, a notion disliked by the group be- 
hind elder statesman Deng Xiaoping, be- 
cause it suggests — as Mao wanted it to — 
that there’ is a mystic unity between the 
party and the PLA. 

The 1978 constitution spelled out the 
special position of the PLA in Chinese so- 
ciety: “The Chinese People’s Liberation 
Army is the workers’ and peasants’ own 
armed force led by the Communist Party 
of China; it is the pillar of the dictatorship 
of the proletariat. The state devotes major 
efforts to the revolutionisation and mod- 
ernisation of the Chinese People’s Libera- 
tion Army, strengthens the building of the 
milftia, and adopts a system under which 
our armed forces are a combination of the 
field armies, the regional forces and the 
militia. 

“The fundamental task of the armed 
forces of the People’s Republic of China 
is: to safeguard the socialist revolution 
and socialist construction, to defend the 
sovereignty, territorial integrity and sec- 
urity of the state, and to guard against sub- 
version and aggression by social im- 
perialism, imperialism and their lackeys.” 

Alluding to the problems of Taiwan, 
Macau and Hongkong, the new constitu- 
tion says the state “may establish special 
administrative regions when necessary.” 
This is in line with the softer tone being 
taken recently by the Chinese leaders over 





FAR EASTERN ECONOMIC REVIEW e DECEMBER 10, 1982 


Hongkong, in contrast with the tough talk 
which followed the visits to Peking and 
Hongkong by British Prime Minister Mar- 
garet Thatcher in September. 

On religion, the document states: “No 
organ, public organisation or individual 
may compel citizens to believe in, or not to 
believe in, any religion, nor may they dis- 
criminate against citizens who believe in, 
or do not believe in, any religion.” In an 
obvious reference to the Vatican’s at- 
tempts to assert its authority over the 
Catholic church in China, it adds: “Religi- 
ous bodies and religious affairs are not 
subject to any foreign domination." 


ccording to the constitution, only pub- 

lic security organs may arrest Chinese 
citizens and then only with the approval of 
a procurator or court. Unlawful house 
search is banned. The privacy of corres- 
pondence is decreed, but “to meet the 
needs of state security or of investigation 
into criminal offences, public security or 
procuratorial organs are permitted to cen- 
sor correspondence in accordance with 
procedures prescribed by law." 

Citizens supposedly have the right to 
make complaints or criticisms of state 
functionaries or organs, without threat of 
unfair retaliation. Article 42 lays down the 
duty of Chinese citizens to work — which 
will raise a hollow laugh among the several 
million unemployed young Chinese. 
Family planning is laid down as a duty 
though it is detested by some three quar- 
ters of the population in rural areas. 

The NPC is proclaimed the highest 
organ of state power, with the standing 
committee as its permanent body. The 
NPC is elected for a term of five years, 
though there are provisions for postpone- 
ment of elections. The standing commit- 
tee elects a president and vice-president 
for identical terms, renewable for a 
further five years only. 

Various working committees dealing 
with matters including nationalities, law, 
finance and education are set up, evi- 
dently to monitor the work of the govern- 
ment and plan future legislation. NPC de- 
legates may not be tried for criminal of- 
fences without the standing committee's 
consent or that of the NPC presidium 
when it is in session. Their speeches and 
votes are also to be considered privileged. 

Article 79 decrees the election of a pre- 
sident and vice-president, with any citizen 
aged 45 or more eligible to stand. The pre- 
sident, on paper, can promulgate statutes, 
appoint and remove the premier, vice- 
premiers, state councillors, ministers, au- 
ditor-general and secretary-general of the 
NPC and state council, and can proclaim 
martial law and a state of war. However, 
all these powers are vested in him or her 
“in pursuance of the National People’s 
Congress and its standing committee.” 

The president will also take over the 
protocol duties of receiving foreign dig- 
nitaries, and ratifying or abrogating 
treaties and important agreements with 
foreign countries. At present this function 
is fulfilled by the 85-year-old-Ye Jianying, 
who is so infirm that he can barely walk or 
read. 





Sawat: mirror of the CPT's rise and fall, 


THAILAND 


Decline and 
defection 


precipitate the party’s 
crack-up in the northeast 


By John McBeth 


Mukdahan, northeast Thailand: Proba- 
bly nowhere in Thailand is the decline of 
the Communist Party of Thailand (CPT) 
more graphically illustrated than in the 
northeast. It was only 30 miles north of 
this newly created provincial capital on 
the Mekong that a clash between guerillas 
and government forces marked the official 
beginning of the CPT's armed rebellion in 
August 1965. And it was this arid region, 
now covering 17 of Thailand's 73 pro- 
vinces and bordered in the north, east and 
south by communist Indochina, which, for 
most of the subsequent years, was re- 
garded by the government as the cradle of 
the revolution, 

The jungle life of Sawat Mahisaya, who 
joined the communist underground in 
1964, encompasses that period and mir- 
rors the rise and what now seems like the 
fall of the CPT. On December 1, the 40th 
anniversary of the party's founding, the 
unsmiling 55-year-old former headmaster 
led 250 armed insurgents out of a moun- 
tain stronghold straddling the Yasathon, 
Mukdahan and Ubon Ratchathani provin- 
cial borders in the biggest mass defection 
yet. Emerging with them were more than 
750 dependents and unarmed sympathis- 
ers. 

The surrender ceremony in the small 
Mukdahan village of Bark — once part of 
the CPT's liberated area — represented 
the total collapse of Zone 444 and left 
open the possibility that it may precipitate 
the disintegration of neighbouring zones 


Ш | 111 and 333, which together comprise 
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Guerillas march into the village; the 


about 360 guerillas, or the core of the 
party's residual strength in the northeast. 

The defection of Sawat, secretary of the 
Zone 444 provincial committee, and his 
followers came after three months о! 
negotiations with government officials. 
The initial approach was made to then 
army operations director Maj.-Gen. 
Chaovalit Yongchaiyut and was followed 
up by officers of the 2nd Army Region's 
forward headquarters іп — Sakhon 
Nakhom. 

The final breakthrough is understood to 
have come at a meeting in a village temple 
on October 31 — about two weeks before 
Prime Minister Prem Tinsulanond left for 
Peking, where Chinese Premier Zhao 
Ziyang offered to assist exiled CPT mem- 
bers still in China to return home under 
Bangkok's open-ended amnesty pro- 
gramme. 

"This can be counted as a historic day 
for our nation and it will show the world 
that Thailand can stop an armed re- 
volutionary war by peaceful means," said 
army commander-in-chief Gen. Arthit 
Kamlang-ek at the December 1 cere- 
mony, during which he accepted the sym- 
bolic handover of a CPT flag and also a 
Chinese-made AK47 assault rifle wrapped 
with green tape. 

Later the guerillas surrendered the rest 
of their weapons, most of them American- 
made M16 rifles, and were then treated in 
a typically Thai way to a massive lunch and 
entertainment at a fair which went on 
through much of the afternoon. At one 
point, an army spotter aircraft flew only a 
few feet above the heads of the assembled 
defectors, but the load of confetti aboard 
was dropped too late and showered into 
the surrounding jungle. 

Sawat, dressed like almost all the defec- 
tors in civilian clothes, came in from the 
jungle unbowed after extracting govern- 
ment promises that he and his guerillas 
would be treated not as losers, but with 
dignity and with their security guaranteed. 
He made it clear that the defection arose 
from widespread dissatisfaction over the 
outcome of the CPT's fourth congress, a 
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flag is anded over: then it was time for lunch. 





fragmented affair held at three locations 
between March and May this year and 
coordinated through morse-code trans- 
missions. “The result of the congress did 
not represent the voice of the Thai 
people," he told questioners in an appa- 
rent reference to discord among party 
cadres over the failure of the Chinese- 
dominated leadership to direct the course 
of the revolution in conformity with 
changes considered to have taken place in 
Thai society (REVIEW, Sept. 17). 


Sit who fled his school in Ubon 
Ratchathani to escape what he called 
government repression, appeared to confirm 
intelligence reports that the northeast has 
proved to be the most vociferous of the 
three regions in seeking fundamental 
changes in the party line. There have been 
hints, however, that the CPT leadership 
has managed to retain the loyalty of both 
the northeast region committee secretary, 
Prachuab Ruangrat, and his counterpart 
in the lower northeast region, Vinai 
Prempoonsab. 

Prachuab was elected to the 35-man 
central committee during the congress, 
and Vinai is reported to have been sub- 
sequently appointed to the seven-man 
politburo, its number depleted by the 
death two years ago of secretary-general 
Charoen Wan-ngam and the capture of 
Damri Ruangsuthum by government 
forces in April last year. A third member, 
Udom Srisuwan — who spent most of his 
jungle life in the northeast and acted as 
chairman of the now-shattered united- 
front organisation — defected about two 
months after the congress. 

Whether Prachuab and Vinai will be 
able to stop the rot in the northeast is un- 
certain, but military officers claim they 
have already had а tentative surrender 
offer from Zone 111, embracing Nakhon 
Phanom province, where an estimated 
160-70 main-force guerillas are still operat- 
ing out of the Phuphan mountain range. 
Na Kae district in Nakhon Phanom, once 
the country's worst trouble-spot, is still 
subject to insurgent action despite largely 


successful government pacification ef- 
forts. 

Apart from zones 111 and 333, the only 
other significant guerilla concentration is 
in the lower northeast, which accounted 
for more than 50% of armed incidents 
throughout the kingdom during the period 
when the Khmer Rouge allowed the CPT 
to set up a string of base camps across 
northern Cambodia. About 200 insur- 
gents are still thought to be holding out in 
Buriram and in the rugged Laharnsai dis- 
trict of neighbouring Nakhon Ratchasima 
(Korat), where army-led rangers have re- 
cently mounted a series of anti-guerilla 
operations. 

In Loei and Udon Thani provinces 
(Zone 777) to the north, the number of 
CPT regulars has dwindled from 200 to 
only 70, with evidence that the provincial 
committee may have divorced itself from 
the mainstream of the party. Some 
analysts consider that the situation has 
been aggravated by the loss last year of the 
communist stronghold of Khao Kor in 
Petchabun which had existed for 13 years 
as an important link between party ele- 
ments in the northeast and north. 

The armed strength of Zone 444 at its 
peak in the mid-1970s was 1,000 fighters. 
Although it is obvious — certainly from 
the appearance-of many of those who de- 
fected this month — that a substantial 
number were village militamen, the sur- 
render is an interesting example of the 
way the lifeblood of the CPT has been 
slowly draining, away, leaving it in a state 
perhaps similar to that of 17 years ago. 

According to figures generally accepted 
by Western military observers, the 
People's Liberation Army of Thailand — 
the party's armed wing — now fields as 
few as 750 main-force guerillas in the en- 
tire northeast,-down from 2,300-2,500 
three or four years ago. The same obser- 
vers say there are probably no more than 
4,000 insurgents nationwide, compared 
with 11,100 as Jate as 1979, which is still re- 
garded as the high point despite indica- 
tions that the party was even then running 
into serious problems. 
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No other voice could describe a Rolex 
so beautifully. 


Кіп Te. Kanawa gave her 
first public singing perform- 
ance at the age of fifteen to a 
local ladies committee in 
Auckland, New Zealand. 

Impressed they may have 
been, but none of those ladies 
could have realised they were 
listening to a girl destined 
to become one of the finest 
opera sopranos in the world. 

Her appearance fee was 
then a munificent £2.00. 

Today after hearing her 
perform the role of Donna 
Elvira from *Don Giovanni" 

ein Paris, or The Countess 
from “Le Nozze di Figaro” at 
Covent Garden, many critics 
have been moved to describe 
her voice as priceless. > 

New York, London, Paris, Milan — wherever 
this truly international star performs, audiences 
respond with standing ovations. Anda film of Don 
Giovanni starring Kiri as Elvira directed by 
Joseph Losey is another huge success. 

"I owe alot to my basic technique,” she says. 
“Му early training and the way in which my voice 
has developed mears I can usually sing my way 








through colds and sore throats 
without any problems ... in 
fact anything short of laryn- 

gitis and tonsillitis combined! 
And, of course, consistency of 
performance is extremely 
important. 

“That can make or break 
your reputation.” 

Given her opinions, it is 
therefore very gratifying to 
note Kiri Te Kanawa5 choice 
of wristwatch. 

- Agold Rolex Oyster Lady- 
Datejust. "Simply marvel- 
lous,” she says. 

“In all the years Гуе had 
the watch its never gone off 
key andit never been ill. And 
Iknow how hardit is to always 
be 100 per cent. 

“Every day, wherever Dam, I spendatleast an 
hour singing part ofa rôle just to keep my voice at 
its best. So I can really appreciate the time, skill 
and effort that goes into something so beautiful 
and so precise as this watch.” 

Kiri Te Kanawaand her Rolex Lady-Datejust. 

No other voice could have put it {у 


quite so beautifully. 
ROLEX 


of Geneva 


The Rolex Lady-Datejust Chronometer. Available in 18ct. gold with matching bracelet. 
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Every guest will have a 
spectacular view of The River of Kings 
at the new Royal Orchid. 


It's the river that carried the Kings 
of Thailand in their golden barges to 
and from the old capital of Ayuthaya. 
Nowadays streams of heavily laden 
rice barges ply down-river from the 
Central Provinces. Longtailed water 
buses scud past in showers of spray. 
And in the evening it reflects one of 
the grandest sunsets in all of Asia. 

And the room that overlooks this 
view will have every comfort and 
convenience a deluxe hotel can offer 
A marble bathroom. a plentifully 
stocked bar, a selection of in-house 


video movies and something unique 
to the Royal Orchid, a specially 
designed business area that gives you 
room to work as well as relax 

The Royal Orchid will have ten 
restaurants and bars, including river 
terrace dining, catering to every taste 
from traditional English roasts to 
speciality Japanese cuisine. Leisure 
time can be enjoyed by the pool. 
trimming down in the ultra-modern 
health club or souvenir hunting in 
The Royal Orchid's extensive shopping 
arcade 





Bangkok 
A member of Mandarin International Hotels Limited 
In Association with Thai Airways International. 
For reservations at The Royal Orchid, Bangkok please call: the nearest office of HRI, 
The Leading Hotels of the World, the hotel direct at 233-5967 /8, 
telex 84491/2 ROYORCH TH, or any other Mandarin International hotel. 
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The 
Giant Panda 
needs your help . 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China’s Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems'facing the 
Panda. 

То ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves – Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to: 


WWF International, 1196 Gland, 
Switzerland. 


WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather. 
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Ultra-thin lighter 
with dual gas reserves 
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Luxury leather articles 
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"States, not to. 


By V. G. Kulkarni 

` with despatches from 

. Salamat Ali, Daniel Nelso: 
and Mohan Ram | 


on n Pakistan and controls the major access 
“to Jammu and Kashmir, in which India | fo: 
e fought three wars since | ru 
the partition of the Subcontinent in 1947. | : 
| Extremist Sikh leaders living abroad have | 
| in recent years sought Islamabad's sup- | 
port, holding out the bait that an indepen- | 


and Pakistan have 


dent Punjab could become a buffer state 
between the two rivals. 

Nor is Punjab a remote, inconsequen- 
tial region. It is the country's most pros- 


.perousstate and unrest in Punjab severely 


affects the national economy. Also, large 
numbers: of Punjabis — both Sikhs and 
Hindus — have settled in New Delhi since 
1947 after fleeing from areas which are 
now in Pakistan. - 


he demands of the Sikh activists Pt 
from the creation of Khalistan —an in- 
dependent Sikh nation carved out of India 


= to territorial adjustments of the existing | 
.Punjab state and the recognition of a | 


prominent place for the Sikh religion in 
the autonomous state. There. are; also 
myraid economic grievances which, if 


| met, would give Punjab a bigger share of 


the national wealth at the expense of other 
unity. - 
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ention тоге ‘political À 


and northwest of o 

one state. So the Aka msifie 
campaign for a Punjabi-speaking 
1966,. after a decade. of р Г 


speaking . areas into айо» 
H with the predominant! 
i id and Sikh areas ormi 





unjab endorse р 
ontinent and cast their lot with an indes ; 
І 


ided. An. the past; Con- 

he state have been 

by the Akalis, just as 

а і in the late 1960s ruled 
press backing. In 1977-80 the 
ir in alliance with Hindu 


rty i in droves. 
The outcome of power-sharing is the 
ing of dissension in the ranks of adver- 
ties in fragmented Punjabi. 
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-hotimplemented. 

1973 
Akali convention at Айнар Sahib 
adopts a resolution seeking greater au- 
tonomy for Punjab state. 


1976 j 

New Delhi awards à cater share of the 
waters of Punjab's Ravi and Beas rivers 
to adjoining states. 

1977 

Punjab's new Akali government refuses 
to implement the river-waters award by 
thé central authorities and seeks redress 
with the Supreme Court: 


nary of the nation, for бойу rice nd wheat. 

The state is also at the forefront of | light 
industries, mainly export-oriented with a 
high valuc-added content. The hardy and 
enterprising Sikhs are also prominently 


represented in the upper and middle ranks 


of the Indian defence forces, government 
and. business, out of proportion to what 
would be warranted by their numbers. 


| А` democratic politics depends largely 


on the strength of numbers, the Sikhs, 
who comprise a mere 2.5% of India’s 
people, know that their dominant position 


is likely to be eroded. An autonomous , 


state equal. in power. with other. more 


“populous. states could ensure the con- 


tinued prosperity of Punjab, or so the ar- 
gument goes. In the reluctant negotiations 
between. Swaran Singh and the five-man 
committee of Akali leaders some moder- 


before the Akalis closed the doors to any 
bargaining 


| raise. thorny constitutior 


evolution and, thanks to extensive i irri- 
ation and the availability of hydroelec- 


d of five rivers — has becom hg 


mong the Sikhs, such as 
пећ Bhindranwale, have not | 


ruled out secession. They cite the prece- 
dent of Jammu and Kashmir, which was 


. given-autonomy under Article 370 of the 
| Indian Constitution, which 








Butthe major Акай demands. 


ve of oi murder. 
nd arson sweeps Punjab. - 


der but is released ac 
On, September 29, . 
ts hijack an Indian Air- - 


lines airer ft to Pakistan. 


Mrs Gandhi promises a. 
bigger share of river waters to Punjab, | 


but the Akalis are not satisfied. 


; :'ommunal violence in 
-as Hindu. and Sikh holy 
rated. 
idhi 


"Mrs renews stalled 
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progress is made. 

August: Akalis launch. a pack-the-pri- 
sons campaign and court arrest. 

October: Militant. Akalis storm parlia- | 
ment in New Delhi. Mrs Gandhi orders ` 
the release-of all-Akali detainees and 
negotiations resume... е 
November: Akalis threaten to disrupt 
the. Asian Games. in New Delhi, which 
commence amid stringent: security pre- - 
cautions; More Akal arrested. ^ 
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The world's most versatile aircraft has taken on a new role to 
help desperate people anywhere. The Hercules hospital aircraft 
is NOW in service. It is the world’s most complete emergency 
hospital aircraft. Nothing even approaches its capability. The 
giant flying truck has become a giant flying hospital. 

Like all Hercules aircraft, it does not need a paved runway 
to land and bring help to people. The Lockheed Hercules can 
land on dirt or gravel near the homes of needy people. The 
pictures below show some of the Hercules hospital rooms. 


For information, contact Director of International Sales, 
Lockheed-Georgia Company, Zone 1, Marietta, GA 30063, 
U.S.A, Telex: 542642, Lockheed Mara. 






The Intensive Care Room. Here there are four intensive care 
beds with the most modern patient equipment— oxygen, 
aspiration and ventilating equipment, I. V. hangers'and infusion 
lamps. The physician's station, shown in the foreground, 
monitors all beds, records heart and other conditions. 





‘ 
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The Operating Room. It includes a hydraulically operated The Examination Room. Here patients are examined to 
surgical table, an anesthesia machine, patient monitor and other determine what medical care is required. The Hercules Hospital 
advanced equipment. Aircraft also includes a complete laboratory. 


-rLockheed Hercules 
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| fampaign i in India is being v 





\ һї ап Jawaharlal Nehru, 

d assured before independence that the 
| Sikhs: would be given special status. Бш 
[their successors] nave backed out of their ^. 
assurances. aS 













. REviEW's Mohan Ram. travelled to Am- | 
|: ritsar and Chandigarh to talk to the lead- 
. ers of the Sikh movement arid the current 
| rulers of Punjab state to get a first-hand 
impression. Excerpts from his interviews: 










peaceful agitation for ` 
justice and we will continue it [until] the ~ ~ 
demands of the Anandpur Sahib Resolü- 
tion are met: ч 















Jarnail Singh Bhindranwale, 35, has 
emerged in recent years as the most milit- 
ant among the Sikh fundamentalist lead- 
ers. A flagrantly communalist messiah of 
the Sikh faith, his extremism has forced 
many moderate Akali.leaders to toe the 
hard line. Although he does not openly 
support Khalistan, he is being hailed as an 
Ayatollah Ruhollah Khomeini of Khalis- 
tan. His views: 


On the reasons for the current trouble: 
The present situation is the outcome of 
discrimination against Sikhs for the past 
35 years by the majority [Hindu]. commu- 
nity. Our shrines are being desecrated; 
Sikh iid аге killed in fake encounters 


Sikhs’ 45 demands. 


e Akalis' declaration of rights covers the 
itical, the economic and the religious 





‘of Punjab: 

We want gr autonomy within 
India. But the [central] government 
should explain whether they want us 
[Sikhs] in India or not. 


On the support of parties other than 
the Akali Dal: | 

Those parties do пої represent the . 
Sikhs. Whoever has faith in the holy Guru 
Granth Sahib supports the agitation T 
tics and religion. are inseparable tothe 
Sikhs, but religionis is more important than — 
politics. YEA 2 no 




















| central adios ini ба to ap- 
the religious grievances of the- 
nd the Akalis — if more 
is to be avoided — will have to: 
o adjust to secular politics. which. 
cannot dictate by religious fanatic- 
Mrs Gandhi could try to settle the 
cemeal by displeasing most of the 
ested parties in varying degrees. 
, More important in the long run 
‘the way New Delhi handles the 
nof power, 









































kana Sahib; a Pie located in Pakistan. 
Declaration оѓ Amritsar as a holy city. 

This would result in the banning of sale of 

meat, alcohol. and tobacco in the city ~ 










, transmitter in 
ite its firm religious: moorings, the | dubbed it a modern-day Magna Carta. In | broadcast. 
i Dal has been mainly a political | effect, it is an amorphous aggregation of 
| isserting the interests of | Sikh grievances and demands — 45 in all 
ys of the British Raj. It | — which has become a basis for the fac- 
art. in fr tion-ridden Akalis in their current protest. | 
Constitution and campaig г | While some of the regolution’s aims are | cal 
gods and. renis ae | high-sounding and harmless — like the |. 
maintenance of a separate identity of the 
followers of the Sikh religion — others 
it lacked a коми со, political -seem menacing to non-Sikhs, as they see 
festo. | | to turn Punjab into a theocratic state 
appoi | : Amritsar а mini-Vatican. 
· Among the religious aims of the Akali | refor 
resolution are: 
< А federal law governing the adm 




















1 posit n 
: forces — a legacy 
ning of all religious and charitable institu- | - ‘and a a fairer share in the 
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; us order. Only 
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tan... . Let me sa 

are not for secessi 


да autonomy: Bes 
We want. more. power not only for Pun- 
jab but. also for all other states. True, 
other states are demanding more powers. 
„Ви we are a specialcase.. 
On negotiations with New Delhi. 
. We want all our demands conceded in 
package . . . mo bargaining. Or else 
our т. struggle will continue. There is no 


ouring Haryana 


reas of other. 


iay Constitu- |j 


Pun jut vould 


тпа! policy which 


е friendly to | - 


y in Punjab, and 
ard their rights. 


‘dagger, which is a Sikt 
` part of the uniform of Sikh servicemen. 
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for all who have | E 
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Note: e statistics are the latest available but 
range from 1976-81. Hf figures for Chandigarh 
added, the: performance: of Punjab would Бе 
push hi her. 

fficial figures by governments of India 
ju Panjab: 


question of negotiations any more as there | 


is nothing left to discuss. 


Оп the violence: of the current cam- 


“Нн has стела. а tremendous impact all 
over the country and united the Sikhs: 
Over 50,000 have courted arrest since Au- 
gust 4; 40 of them have died in prison and 


67 have been killed. But no Akali is guilty 


of violence. Violence has been from the 
government side. | 


Darbara Singh, the 64-year-old chief 
minister of Punjab, has had the unenvi- 


able task of maintaining law and order in 
‘the face of the Akali violence since early. 


have d t 

have not condemned the 
trary, killers are har 

waras so they can avoid be 
Families of killers are кошы 
services]. 
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loti alg administrators and 7 manage 
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The self- 


styled leader of the republic of Khalistan feels 


that his plan for a United States of India is now feasible 


42 Lf halistan will be born within five 

years," says Jagjit Singh Chauhan, 
former finance minister of Punjab and 
now self-styled president of the Republic 
of Khalistan. At present his republic lives 
only in his head and in the English subur- 
ban home of his nephew Iqbal in Reading 
which the snowy-bearded Chauhan has 
adopted as his base (REVIEW, July 30). 
But his obsessive persistence ^should not 
be dismissed lightly. 

Asked by the REVIEW’s Daniel Nelson 
when he expected to see results from his 
activities, Chauhan replied: “I meditate a 
bit. I see developments. Take it as a vi- 
sion. We don't want to be caught by sur- 
prise. Something will happen in a few 
months." Something has indeed hap- 
pened, including a clash outside parlia- 
ment in New Delhi on October 11 be- 
tween Sikh demonstrators and the police, 
the use of the Asian Games as a focus for 
Sikh demands and a show of hands in 
favour of Khalistan at the Sikh congrega- 
tion in Amritsar. 

"I knew something would happen be- 
cause the steam was already there," said 
54-year-old Chauhan, a physician by 
training. "But it has only just started. 
There will be unexpected happenings be- 
fore January." He declines to expand on 
his prophecy, but is himself trying to en- 
gineer two events: the summoning of 
another congregation, at which Sikh lead- 
ers would thrash out a new set of demands 
to present to the central government, and 
the proclamation of the sovereignty of the 
Sikhs’ holiest place, the Golden Temple in 
Amritsar, “just like the Vatican." 

Chauhan has drawn up the proclama- 
tion already. The aim plainly is to push the 
Khalistan cause forward by blurring Sikh 
political and religious aspirations. If the 
move is unchallenged, Chauhan would try 
to use it as a base from which to expand. 
"We could start institutions, such as 
banks, like the Vatican." Equally, rejec- 
tion of the proclamation by Prime Minis- 
ter Indira Gandhi could be used by the 
secessionists as an issue to gain support 
from even those Sikhs who do not support 
the creation of an independent state. 

The tactic is designed to outflank the 
moderates in the Akali Dal, who Chauhan 
says have in the past always succeeded “їп 
fizzling out the movement." However, he 
is content to allow moderates to attempt 
to negotiate concessions from the. prime 
minister. *We say, 'If you can get conces- 
sions from Mrs Gandhi please do so.” But 
they will exhaust their means because it is 
not in Mrs Gandhi's character to budge.” 
And if the moderates are outmanoeuvred, 
“we shall rush in immediately and say they 
have betrayed the cause. This threat is 
keeping the moderates in check." 

But he stressed, “Гат not in a hurry, 1 
don't have a strict time schedule. We will 


hit at the right time." That moment, he be- 
lieves will be when Mrs Gandhi dies or is 
taken ill. *After Mrs Gandhi there will be 
а complete vacuum and we will be ready to 
fill it.” The scenario appears to be some 
kind of bloodless coup at a time when the 
Indian Government is paralysed or afraid 
to take retaliatory action. Meanwhile, he 
remains ambivalent about violence in the 
cause of Khalistan. 

He claims to be a pacifist — not surpris- 
ing considering that he lost his right hand 
when trying to toss away a grenade thrown 
at a group of children in 1947 — and says 
that “violence doesn't lead anywhere so 
we'll fight with ‘peaceful aggression,’ for 
the time being. No one knows what will 
develop in that region." So far, he stress- 
es, they have been able to keep the move- 
ment non-violent, which he rates as a 
major achievement. He also appealed 
publicly for calm when the Asian Games 


e пс UNS 4: 
Chauhan (right) with Sikh protesters in London: a vision of independence. 


started. But he admits that violent action 
by "our boys" has helped the cause by 
generating publicity. 

He also expects further violence, after 
which he intends to step forward. “After a 
storm people think calmly. Moderates and 
extremists will be exhausted. Then ГЇЇ go 
and suggest that people try my cure, be- 
cause I'm a doctor." He is fond of medical 
metaphors, as when he counsels the im- 
portance not of killing but of creating ter- 
ror: “That paralyses. Too much adrenalin 
makes you sick. Don't let the enemy 
sleep. Have faith in the Lord. Do the right 
thing. Then we shall win.” 


hat about fears that creation of an 
independent Khalistan would gener- 
ate a communal backlash? No, he insists, 
Khalistan will not mistreat the almost 5 
million Hindus in Punjab, so there would 
be no motive for retaliation by Hindus 





against the 2 million Sikhs in the rest of 
India. He wrote recently to Hindu leaders. 
in Punjab to reassure them of the toler- 
ance of the proposed state — as well as the 
financial opportunities in what he claims 


| would be one of the richest states in the 


world. 

He also makes light of the encourage- 
ment which the creation of Khalistan 
might give to breakaway movements in 
other Indian states: “Why should we 
equate our case with those with whom we 
cannot be equated?" Unlike other groups, 
he argues, the Sikhs could have obtained 
nationhood from the British in 1947 but 
were flattered by being asked to defend 
India. A second missed opportunity oc- 
curred in 1968 with the death of Darshan 
Singh Pheruman, a founder-member of 
Akali Dal. (who on his deathbed asked 
Chauhan to carry on the fight for a Sikh 
homeland). Chauhan's analysis is that the 
difference between:then and now is that 
"now we have an organisation" which 
would seize the opportunity. 

Chauhan claims to be in favour of a 
strong India, but says strength may come 
through greater autonomy for the con- 
stituent states, “The more independence 
you give the units, the stronger will be the 

whole." His vision is 
В of а sovereign 

Khalistan and a de- 
centralised but 
strengthened “Unit- 
ed States of India." 
» But he also speaks 
of the possibility of 
a confederal struc- 
| ture embracing not 
only Khalistan and 

India, but also 

Pakistan, Nepal and 

other states in the 

region. 
Anti-communism 
is central to his 
analysis of the re- 
gion. He believes 
the communists 
have.a grip on the 
government in New 

Delhi, yet the West 

is not taking notice 
of events in India. "The KGB is more 
intelligent than the CIA," he said. 
In addition, he notes that the Soviet 
Union has gained control. іп Afghanis- 
tan. 

Pakistan, the first front against further. 
Soviet expansion, is not stable; the Soviets 
might develop relations with Iran and then 
would come relations with independent 
states in Baluchistan and Pakhtoonistan, 
he argues. "The Russians don't have to 
fight in Europe. They will simply cut off 
oil supplies. European countries will come 
to their knees." With such a scenario it is 
easy to see why Chauhan has some useful 
contacts in Washington — though at the 
end of November his most recent applica- 
tion for a visa to the United States had not 
been granted, which may be an indication 
of increasing Indian pressure on Britain 
and the US to take a less tolerant ap- 
proach to his activities. 
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| maly, the American charges O 
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UNITED NATIONS 


Reagan and Shultz: evidence undermined. 


Out on a long limb 


The West and the Third World are reluctant to endorse American 
charges that Moscow is involved in chemical warfare in Asia 


By Ted Morello 

New York: The United States is becoming 
increasingly testy over its failure to get a 
bandwagon rolling — either within the 
United Nations or among its allies — for 
its yellow-rain campaign against the 
Soviet Union and Moscow’s client states 
in Asia. Sen. Eugene Douglas, President 
Ronald Reagan's ambassador-at-large to 
coordinate refugee affairs, told the 
REVIEW that “non-concern and timorous- 
ness, of which there is an over-abundance 
in the international community," are to 


blame for Washington's virtual isolation , 


on the issue of chemical and germ warfare 
in Cambodia, Laos and Afghanistan. 

Douglas’ comment followed his speech 
to the UN's humanitarian committee, a 
further salvo in an American barrage 
which has been developing since Reagan 
bluntly told the assembly's disarmament 
session six months ago: "There is conclu- 
sive evidence that the Soviet Government 
has provided toxins for use in Laos and 
Kampuchea, and [the Soviets] are using 
chemical weapons against freedom fight- 
ers in Afghanistan." 

These charges have been repeated and 
elaborated in the UN since then by such 
senior US administration figures as UN 
Ambassador Jeane Kirkpatrick and, most 
recently, Secretary of State George Shultz 
in his report on his government's updated 
findings on the subject. The Shultz report 
was prepared as the basic American docu- 
ment for the assembly debate later this 
month on a resolution which would renew 
the mandate of the UN's four-man expert 
team on biological warfare. 

The latest American findings cover the 
period from its March 22 report on the 
subject to November. The conclusions — 
while buttressed by allegations of new yel- 
low-rain attacks and supporting labora- 
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tory analyses — are essentially a repeti- 
tion of past American contentions: that 
the Soviets are waging chemical and 
biological warfare against military and 
civilian targets by proxy in Indochina and 
directly їп Afghanistan (REVIEW, Feb. 
12). 

“The new evidence shows that these at- 
tacks are continuing in all three countries 
and that trichothecene toxins [poisons 
produced by fungi] have been used in Af- 
ghanistan as well," the report said. Origi- 


as in the past, the American case tends 100 
be undermined by the more cautious con- — — 
clusions not only of UN experts but of the 
Canadian Government, which has carried 
out studies generally regarded as less sus- 
ceptible to political and ideological influ- 
ence than those of the Reagan administra- 
поп. 

The new UN report, based on the ex- 
pert team's most recent mission to Thai- 
land, is likely to have the same effect. 
While it edged a little closer to the Ameri- 
can claims than it did in its first report to 
the general assembly a year ago, it still 
found the evidence circumstantial and in- 
conclusive. As in the case of the Canadian: 
findings (REVIEW, July 23), the UN gave 
only. carefully qualified substantiation to 
some of the American assertions. 

Although it said that the circumstantial 
evidence appeared to be well-grounded, 
the UN team — like its Canadian counter- | 
part — reserved judgment on the reliabil- 
ity of some of the accounts from alleged 
victims of yellow-rain attacks. At the same | 
time, it pointedly avoided accepting the 
standard Soviet explanation that the 
illnesses and deaths which have unques- 
tionably plagued civilians in the war zones 
of the three countries resulted from natu- - 
ral toxins. That, too, parallels the Cana- 
dian conclusions. 

Ironically, the UN team — headed by 
Maj.-Gen. Esmat Ezz, chief of the Egyp- 
tian armed forces' scientific research sec- 


tion — is certain to come under fire from 


both the US and the Soviets in the forth- 
coming debate. At issue is whether to 
renew the experts’ mandate for a third 
year or to let it expire. 

The Soviet position has been clear from 
the start. As recalled by Soviet delegate 
V. F. Petrovsky in a committee debate 
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iy based.on тере that oe 1 
fended to cross into areas о Cambodia 


eny the Hanoi-Phnom Penh accusa- 


e Soviets and their Asian allies have had 

s little success in rallying support for 
rgument as the Americans have for 

eirs. The US has never made any secret 
its pique over the failure. of the UN in- 
stigators, and the pro-Western member- 
pope a руын stand accepting the 


naf ei Kirkpat. 
brought this irritation to a 


red to be the height of 
delman suggested that 
weht to Бе disbanded as 


which appeared 

US. squarely in the Soviet 

 апмоц representatives of 
European allies һиггуй 


effect that s she had not 


; subordinate’ S state-. 


|. Kabul, 


. the measure . reaffirms: : 


With his mendatezthus; menie wed lor 
another year, Perezde Cuellatiis expected 


to reactivate his contacts withithe Soviets 


as wellas with Afghanistan, Pakistan and 


Iran. In January, Perez de Cuellaris tode- 
spatch. his chief; Afghanistan -troubles 


shooter, Diego Cordovez; on a mission to 
Islamabad апа: Teheran. for 
another round of consultations; 

The :secretary-general.was: handed his 
new. mandate :іпг а resolution adopted 
under the signatures: of 46, sponsors. Be- 
sides demanding the withdrawal of troops 
and giving Perez de Cuellar the go-ahead, 
the Afghan 
people's right to self-determination, urges 
the establishment of conditions that will 
enable refugees to- return home and calls 
on concerned parties bs wark towards. a 
settlement. 

There was never. the. slightest chance 
that the Moscow-Kabul axis; could rally 
sufficient support to defeat the resolution, 
which is.a carbon copy of three resolutions 
previously approved by the. assembly since 
the Soviet invasion of Afghanistan in De- 
cember 1979. The challenge was to con- 
tinue increasing the already wide margin 
of victory, as the sponsors, had been able 
to do at each previous session. At the as- 


:sembly's emergency session. in January 


1980, the resolution was adopted by a vote 


of 104 in favour and: 18 against, with 18: 


abstentions. At the regular general assem- 
bly session the following November, the 


tally was. 111-22-12,.:and :іп. November 


1981 the vote was 116-23- 12. 


. The sponsors would-have settled for a 


repet 1 y 
lieved 116 “yes” votes 
they: 


e as many as 


from last year's tail to 114. 
The negative ballots also: | 


=] 21. There were 13 abstentions. 


Still, the change was too slig 


a any political significance or psycho logical | | 
impact for either side. Fortuitous events 


Az delegat 


d hope to achieve. However, in | 
| the November 29 balloting, the votes in. 
favour sli 


the resolu- 


Hernan 1 Siles 7. uazo, 
X of the vote to tour New 


strenuously for : akistan-initiated. 
draft resolution, said that it was more dif- 
ficult: to round up votes, this year than in 

the inclination of: 

i gations to argue that 

. the Soviets. ought nc be antagonised by a 

hostile re: io 

leadership, un: Cre 
Andropov; has-had;a chance to show its 

hand on the Afghan'issue: : 

A . similar-.give-pedce-a-chance  afgu- 
ment focused on talks involving the repre- 
sentatives of Afghanistan, Pakistan: and: 
Iran under the aegis:of Perez de Cuellar 
and Cordovez.. ; Delega ions inclined 


were: bolstered: by: Perez.de € 

port to the assembly assertin 

the “most critical.stage of the dip i 
process undoubtedly lies ahead, P talks in 
Geneva had produced “some tentative 
progress. . in: thesearch for a fair politi- 
cal solution.” 

Adding to the sponsors’ task of keeping 
timorous voters:from drifting off was Hol- 
lai's scheduling of the three-day Afghanis- 
tan. debate. Fhe;iassembly president 
opened: the deha 
November Á .day. before 
Thanksgivin à holiday іп the 
United States, апі обѕегуеа by the UN. 
The debate resumed on Friday, but. Fri- 
days that follow а: Thursday: holiday usu- 
ally see a rise in UN absenteeism, as dele- 
gates stretch. the holiday into a four-day 
weekend. The is. added. concern that 

i -the 


i's stop-and-go 
sponsors off-stride 


and confusion, plus a heavy dose of par- | -£ 


liament xr ae aded istered. by 
XH 
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If risk is an essential part of your 
business life, then surely safety should be 
your priority for your private trust account. 


Our world-wide reputation for handling and 
managing trust and discretionary accounts is firmly 
based on our ability to maximize returns on an 

investment sane whos fully respecting a 
. Client's individual obje 





foreign currencies as well as the major international 

stock, bond and bullion markets. We know the . 
importance of flexibility in today's financial markets _ 
and take full advantage of market fluctuations 
through come таа ag swift action. Д 
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These days, country after country is building up its electronics 
industry. 

And ITT, with our digital System 12" exchanges, offers a way to 
do just that. Helping local 
industry while helping a 
country create a more 
efficient telephone network. 

Because we dont just 
supply a telephone system, 
we supply the technology 
to build it. 

As a matter of fact, 
were old hands at 
technology transfer. In 
places as far apart 
as Taiwan and Algeria. 

In Taiwan, for example, 
we went into a joint manu- 

With yam 12. ‚а country doesn't facturing venture with the 
u a ерпопе 5 ini | 
dd get the ایسا‎ To bid ie. وا‎ administration 

Today, this company produces more than 90% of the compon- 
ents used locally in their switching equipment. 

As for the quality of service that System 12 delivers, these aren't 
just any systems. 

These are true digital exchanges — with a unique, radically 
different architecture. 

Which is why our System 12 switches can handle both voice 
and data interchangeably (as no hybrid switch can). 

These ITT exchanges give subscribers and telephone 
administrations countless other benefits, too. 

Everything from new service features like call forwarding (for 
subscribers) to ease of maintenance (for the administration). 

But perhaps the biggest benefit of all is the one that happens 
even before a System 12 exchange goes into operation. 

Meaning the boost it can give an electronics industry along 
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If You Want to 
Learn More 
About Reaching 
Asia's Frequent 
Business 
Travellers 
We'd Like to 


Give You the 
Plane Facts! 


When it comes to reaching the 
heavy frequent travellers, the 
Far Eastern Economic Review 
soars above all the rest. 


At present most of the world's 
leading airlines that have ° 
routes in Asia use the Far East- 
ern Economic Review regular- 
ly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letter-head and we'll be glad 
to send you a copy of the 
6 City Media Phase from 
the INTRAMAR STUDY indepen- 
dently conducted by Interna- 
tional Research Associates. 


Address your inquiries to: 


Mr C. H. Stolbach, 

Far Eastern Economic Review, 
GPO Box 160, 

Hongkong 








How Exxon Chemical stretches to meet your everyday needs 


A common, everyday plastic bag. 

But consider where we'd be without it: 
picking up groceries when the paper bag 
breaks, scooping up garbage when the bin 
topples over. 

Bags are but one of plastics' more 
visible applications. Today, plastics are 
used to meet a myriad of basic human 
needs, substituting metals, glass, wood 
and paper. They have entered our homes 
in an endless list of appliances. Indeed, 
plastics have entered our lives, literally: 
they are used to perform miracles of 
modern medicine in the form of joint 
implants and tubes replacing damaged 
blood vessels. 

In many parts of the Asia Pacific, 
there is strong potential for future growth 
of plastics uses due to the current compar- 
atively low consumption. In this region 


excluding Japan and Australia, the per 
capita consumption last year of ethylene, 
a key raw material for plastics, was 1.5 
kilos, compared to 37 kilos in the United 
States and 26 kilos in Western Europe. 

According to our forecast, demand 
for plastics in the ASEAN countries alone, 
will increase by up to seven percent per 
annum, compared to three percent in 
developed countries, during the next few 
years. 

To better serve this region, Exxon 
Chemical is bringing a new generation 
plastic Linear Low Density Poly- 
ethylene. It is stronger, more resilient and 
resistant to heat and stress. Moreover, its 
production requires less raw materials and 
less energy. That helps the manufacturer 
improve quality without adding to cost 

Throughout the Asia Pacific, the 


products and technology of Exxon 
Chemical can be seen at work, aiding 
local industry in many ways. We play a 
leadership role in Paramins additives to 
improve the performance of lubricants, 
fertilizers to boost farm production, 
synthetic rubber for tyres and tubes. 
Solvents for the textile, edible oil extraction 
and paint industries. Resins for the 
rubber and adhesive industry. Performance 
Chemicals to aid oil production and 
refining. Plasticizers and intermediates 

to serve the vinyl plastics market and 
many other diverse purposes. And olefins 
and aromatics, the basic building blocks 
of the chemical industry 


EXXON CHEMICAL ASIA PACIFIC 


EXPLORE A FRENC ves 
EVERY TIME YOU FLY FI 





No-one knows French wine better than selection from the world's finest vineyards: remains constant: the warm smile of your 


he French. And no airline can choose Bordeaux and Bourgognes to enhance your hostess or the attentions of a knowledgeable 
ind serve it like Air France. On Air France meals, excellent Champagne to delight your wine steward add an extra dimension of 
>remiére and Concorde we offer you a palate. Whatever your choice, one factor pleasure to each and every sip. 


AIR FRANCE /7, 
FOR QUALITY. А 


TRAVELLER'S T/ 


e THE excesses of Chinese public-rela- 
tions campaigns extolling this or that 
worker-hero have often provided an 
object of mirth in this column. One 
example was the surprisingly well- 
documented life and times of the selfless 
People's Liberation Army soldier Lei 
Feng. It seems that whenever Lei Feng 
undertook some good deed — such as 
polishing his comrades' shoes late in the 
evenings — a photographer was provi- 
dentially on hand to record the event for 
posterity. Nevertheless, such campaigns 
do indicate what virtues and ideals Pe- 
king is at any given time seeking to 
spread among the populace and so can 
be a useful signal of political shifts to the 
China watcher. 

The REviEW's Robert Delfs has no- 
ticed that a new breed of hero has begun 
to emerge in the Chinese press. One 
such is Luo Jianfu, who was eulogised by 
Ma Wenrui, the first secretary of the 
Shaanxi provincial party committee, in a 
recent issue of the Peking Workers' 
Daily. 

“We are in an age of heroes," said Ma, 
and among them is Comrade Luo Jianfu, 
who “ardently loved the party and 

*socialism" and whose life “radiated with 
the light of communist ideology." What 
is most interesting about the late para- 
gon Comrade Luo is his profession — he 
was neither a worker nor a soldier but an 
engineer at the Lishan Mountain Micro- 
electronics Co. in Shaanxi. 

e ANOTHER of the new breed of 
Chinese heroes is Cao Juru, a founder of 
the first communist bank in the com- 
munist-controlled area of southeast 
China in 1930. One of the eight bank 
workers who survived the Long March, 
Cao directed currency operations in 
Yanan in the 1940s and later directed the 
issuance and currency controls for the 
new renminbi in the 1950s. The article 
memorialising Cao's achievements in 
the November 11 People's Daily consti- 
tuted a marvellous example of the Mar- 
xist lack of humour, or even of a sense of 
historical irony. It was headlined: A 
FINANCIER OF THE PARTY AND THE PEO- 


PLE. 

e BUT no one could better epitomise 
revolutionary social fervour than Zhang 
Hua, a 24-year-old medical student who, 
seeing a 69-year-old peasant, Wei 
Zhide, falling into a nightsoil pit, drown- 
ing in liquid animal and human excre- 
ment destined to be used as fertiliser, 
dived into the noisome mixture. Unfor- 
tunately, like the old peasant he was try- 
ing to rescue, Zhang was overcome by 
the strong methane gas and both ex- 
pired. 

The incident took place in Shanxi pro- 
vince last July and Zhang's selflessness 
was duly praised by the party leadership 
and in articles in the Chinese press in 
what became a *Learn from Zhang Hua" 
campaign. But some of China's young 
people were not so impressed by the 
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prospect of asphyxiation, especially in 
nightsoil, and began writing letters to the 
newspapers questioning whether the life 
of a medical student was worth sacrific- 
ing for that of an old peasant — espe- 
cially as the latter died (kicked the buc- 
ket?) anyway. “It is hardly worth ex- 
changing gold for the same weight of 
stone," one student said. Another ad- 
mired Zhang's revolutionary spirit but 
not his actions (in other words, his lack 
of common sense). Another commented 
bluntly: *What a waste!" Yet another 
asked: “Is this the real meaning in life — 
to die in a nightsoil pit? Should this be 
our ambition?" 

e THE whole debate neatly encapsu- 
lates one of China's dilemmas. The re- 
volutionary fervour and egalitarianism 
of Maoism have given way to a pragma- 
tic materialism, when even youths calcu- 
late the value of the investment the state 
has made: in their education before div- 
ing into nightsoil. 

e TWO readers, both in the US, have 
spotted Chinese products named after 
the huge bird which was of help to Sin- 
bad the Sailor: cotton shoes made in 
Shanghai as advertised in China Recon- 
structs, and pencil sharpeners, also 
Shanghai-made, advertised in the China 
Daily: 


COTTON SHOES 


But, for many 
potential buyers, 
the letter combina- 
tion ROC. chiefly 
evokes a certain 
Beautiful Island . . . 
In learning the 
tricky trade of de- 
mand creation, the Chinese could be 
caught between a roc(k) and hard place. 
e TIM Hardy recently felt compelled to 
purchase a tablet of medicated soap 
made in China. He felt compelled, not 
because of the soap's name — “Flowers” 
— but because of the statement on the 
package that not 
only was the soap 
“necessary all the 
year round” but 
was also “inevita- 
ble for sanitary 
purposes." 
ePROFES- 
SIONALISM is a 
dirty word in 
Hongkong gov- 
ernment circles. 
Specialists and ex- 
perts are classed 
with mechanics 
and engineers in 
that they must al- 
ways be ruled by 
the generalist ad- 
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ministrator — in other words, the gifted 
(or, at least, it is to be hoped that he’s 
gifted) amateur. Ina hurried reshuffle of 
heads of government departments 
(pushed through, one D before 
Governor Sir Edward Youde had time to 
get on top of his job), Chief Secretary Sir 
Philip Haddon-Cave has, to mix 2. 
metaphors, played musical chairs and s 
ended up withalotofsquarepegsinvery | _ 
strange round holes. - mo 
Most- unforgivably he. completely | | 
broke up the excellent team running the | 
Trade and Industry Department, which | 8 
had acquired so much expertise in run- | _ 
ning these vital sectors of the Hongkong — 
economy with just the right, light touch, 
and in negotiating — from a position of ~ 
extreme weakness since Hongkong is a _ 
free port — with those who would im- _ [3 
pose quotas and tariffs on Hongkong | 
goods. Bill Dorward, departmental 
head, is to shuffle off to New York to 
promote exports instead of negotiating 
trade (and will spend many hours on the 
shuttle to and from Washington). Trade 
director Lawrie Mills, who has just | 
triumphantly snatched a reasonable tex- | — | 
tile agreement from the jaws of Europe's n 
protectionists, becomes a sort of super | _ 
district officer, while industry director | - 
Peter Tsao gets shunted sideways into the _ | 
Information Department. Morale is sub- Ё | 
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zero, and will sink even lower when the | 
news comes out that the deputy directors | - 
of trade, Brian Chau and Justin Yu, are | _ 
also going (the latter hardly surprisingly. | — 
because he is senior to the inexperienced |  - 
man appointed as his boss, Hamish Mac- | 
leod). What price expertise? What price 
career and job satisfaction? What price a | - 
demonstration to London and Peking | 
that Hongkong can run its own affairs | _ 
competently? Е 1 
Why? Haddon-Cave believes in The 
Administrator. He thinks people get too | 
stale in one job after four or five years. f 
All, of course, except himself: he was fi- | 
nancial secretary for a decade. 268 
e READER P. L. Yung snapped this |. 
notice at the Royal Hongkong Jockey b 
Club. It appears to presage a change of | — 
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diet for the club's officials: A 








PHILIPPINES 


Enrile with troops: the star of the show. 


The gun and the crucifix 


Military and church leaders fail to resolve their dispute 
over a crackdown on dissident priests and nuns 


By Sheilah Ocampo 

Manila: It was a face-to-face confronta- 
tion between two kinds of soldiers — one 
sworn to keep the peace and the other 
committed to ensuring that people do not 
suffer in the process. The former — 
Philippine military officials — appeared in 
full military uniform, complete with rank 
insignia and medals. The latter — bishops 
speaking for the Roman Catholic church 
— wore their uniforms of white cassocks 
and glittering crucifixes. For three hours 
they exchanged rhetoric and wit over a 
large rectangular table in an effort to 
bridge a growing rift between the church 
and state. 

The church-military conflict is centered 
on the alleged subversive activities of cer- 
tain priests and nuns who are mostly in- 
volved in social work in areas in which 
communist New People's Army (NPA) 
rebels are operating. The initial church- 
military meeting, held on November 29 in 
a suburban country club, failed to resolve 
the conflict between these two powerful 
groups. 

Those who expected the church leaders 
to exert their influence to protect its be- 
leaguered flock against a government 
crackdown on militant clergymen were 
disappointed with the results. The govern- 
ment wants to isolate dissident church ele- 
ments from the institution to which they 
belong and hopes to convince the bishops 
that its war against a handful of allegedly 
militant priests and nuns is not a war 
against the church itself. 

The government crackdown on the 


church is a crucial issue for the Catholic 
Bishops Conference of the Philippines 
(CBCP) — the ruling hub of the church 
hierarchy whose support many. priests, 
nuns and members of the laity are seeking 
urgently in the present atmosphere of po- 
litical tension. 

"It was a fiasco," a church spokesman 
told the REVIEW. The bishops who at- 
tended the meeting were members of the 
10-man CBCP administrative council — 
the group’s policymaking body. Their 
views and arguments were quickly de- 
molished by Defence Minister Juan Ponce 
Enrile, who led the military delegation 
and turned out to be the star of the show. 
Enrile was blunt in his refusal to grant cer- 
tain demands of the CBCP. “Worse,” said 
some observers, “the bishops were too 
conciliatory for tough negotiations on 
church-military issues.” 


Гу ошм» observers said that the 
church leaders failed to capitalise on 
strong evidence of alleged military abuses 
of civilians in parts of the country where 
the military is fighting rebels. Many cases 
of alleged abuse are well documented by 
human-rights groups and others who are 
awaiting public disclosure of the military's 
own investigation of the cases. 

In a recent speech, the archbishop of 
Manila, Cardinal Jaime Sin, complained: 
"The church has been very very much in 
the news . . . ina negative way." He cited 
the following examples: 

» The announcement of a P260,000 


(U9927,002) Tewara тог me capture — 
dead or alive — of two priests who had al- 
legedly joined communist guerillas. The 
day after the announcement, one of the 
priests, Fr Zacarias Agatep of the archdio- 
cese of Vigan, was shot dead by govern- 
ment troops. 

» The arrest of Fr Edgardo Kangleon, 
director of the social-action centre of the 
diocese of Calbayog in Samar, because of 
alleged subversive activities and connec- 
tions with the NPA. Two Samar social-ac- 
tion workers had been arrested earlier. 

> The case of Fr Brian Gore, an Aus- 
tralian Columban priest working in a re- 
mote barrio in Negros Occidental, who 
was reportedly caught with subversive ma- 
terials in his possesion. 

» The case of 75 priests and nuns in 
Samar who have reportedly joined the 
NPA. 

» The case of Fr Shay Cullen, who has 
been in trouble with Olongapo City au- 
thorities since he exposed the existence of 
a child-prostitution ring outside the Ame- 
rican naval base in the area. 

» The case of two Good Shepherd 
nuns, Pilar Verzosa and Zenaida Pineda, 
who are charged with violating anti- 
subversion laws and killing a government 
informer. 

Sin also said in his speech: “То believe 
that the series of moves against the priests 
and nuns is a coincidence would bé to 
strain the bounds of credibility." The cardi- 
nal was not among those invited to partici- 
pate in the church-military meeting be- 
cause he is not a member of the CBCP's 
administrative council. A church spokes- 
man said the cardinal would have at- 
tended the meeting had he been invited. 

Political observers question the need 
for another agreement between church 
and state on their working relationship 
when the church-military liaison commit- 
tee (CMLC) — organised in 1973 — has 
already forged such an accord. The 
CMLC agreement calls for the military to 
inform bishops of impending arrests of 
priests and nuns in his diocese. But, as an 
archbishop in Mindanao was quoted as 
saying: "That agreement is honoured 
more in breach than in performance." 

One of the subjects discussed during the 
November meeting was the so-called presi- 
dential commitment order, which is an ar- 
rest order served on people suspected of 
subversive activities. The church leaders 
said these orders were like the *proverbial 
sword of Damocles" hanging over their 
heads. Bishop Orlando Quevedo of 
Kidapawan, Cotabato province, in Min- 
danao, reportedly asked if the orders were 
issued after the arrest of a suspect, proba- 
bly a reference to Kangleon's case. 

Enrile replied that the arrest orders for 
Kangleon and others had been issued by 
President Ferdinand Marcos before his 
departure for the United States in Sep- 
tember. Defence officials added: "The 
[order] is not a judgment; its issuance is 
based on the existence of probable cause.” 
Enrile also stressed: “The commitment 
order did not result from martial law but is 
a prerogative of the president, arising 
from the police power of the state applied 
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to certain cases, especially those involving 
national security." 

When the church leaders asked for the 
release of Kangleon and the two Samar so- 
cial-action workers, Enrile turned them 
down. According to Enrile, the govern- 
ment would look as though it were buck- 
ling under pressure by such a move. The 
tough government position first came to 
light when priests from the Calbayog dio- 
cese took leave in protest against Kang- 
leon's detention and the government's al- 
leged persecution of Samar clergy in gen- 
eral. 


p a statement, Marcos supported En- 
rile’s position at the church-military meet- 
ing by also refusing to release Kangleon. 
Marcos said that though he had not yet re- 
ceived an appeal letter sent by Samar's 
clergy, he made his decision because “the 
evidence against the accused is very 
strong." The president also said the gov- 
ernment had erred in the past by releasing 
rebel priests to their superiors. He cited 
the cases of Agatep, Romeo Intengan, 
Luis Jalandoni and Edicio de la Torre. All 
were arrested and released to their 
superiors, but then had rejoined the 
underground movement. 

Marcos said the government has now 
adopted a policy of deciding these cases on 
their merits alone and does not have a 
Blanket policy. He said that in the case of 
Kangleon and two others there is evidence 
they are high-ranking members of the out- 
lawed Communist Party of the Philippines 
(CPP). He has ordered them kept in the 
custody of the Philippine Constabulary. 

The REVIEW was told by some Samar 
priests that they consider the govern- 
ment's charges against alleged rebel 
priests to be an attempt to discredit the 
clergy because of the clergy's consistent 
opposition to alleged military abuses in 
NPA-infested areas like Samar. One 
priest said: “We have no institutional sup- 
port. The bishop [in Samar] has given in to 
military pressures, and in the diocese of 
Calbayog it seems that the military is run- 
ning the show." The priest said their col- 
leagues have been accused of subversion 
because of their "preferential option for 
the poor." The priests added that because 
of the failure of the military to maintain 
law and order in Samar, the clergy was 
made a scapegoat. 

One issue not brought up by the CBCP 
leaders were the cases of two priests. The 
first is Fr Conrado Balweg, who is accused 
of leading the NPA in northern Luzon and 
is the object of a government manhunt as- 
sisted by a P 130,000 reward for his cap- 
ture, dead or alive. The second is Fr Or- 
lando Tizon, a diocesan priest from Samar 
who was arrested in Davao City, eastern 
Mindanao, after government troops 
stormed a suspected NPA safe-house and 
killed CPP leader Edgar Jopson. 

The church-military meeting was ex- 
pected to re-convene in three weeks. The 
church representatives asked for two 
weeks to study the documents presented 
by the military, while the military asked 
for another week to prepare its own posi- 
tion. 
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Colourful 
interlude 


Asian Games TV coverage 
sparks a boom — and may 
start a consumer lobby 





By Mohan Ram 

New Delhi: With the Asian Games over, 
about 300,000 owners of colour TVs are 
wondering what to do with the sets they 
took so much trouble to acquire. India, 
which has had black-and-white TV for 
more than 20 years, has yet to decide if it 
should graduate to colour. 

But, having decided to stage the Asian 
Games extravaganza at an estimated cost 
of Rs 6 billion (US$625 million), the na- 
tion thought it should do things in style 
and provide colour TV coverage. Deci- 
sions were hurriedly made — first to per- 
mit the import of 95,000 TV kits for as- 
sembly and sale in time for the games, and 
later to permit gift imports of sets at a re- 
duced rate of duty. It is estimated that 
more than 200,000 sets had arrived before 
the deadline of December 4, closing day of 
the games. 

Estimating the demand at 100,000 sets, 
the government allowed one of its agen- 
cies to import 50,000 kits from South 
Korea and 45,000 from West Germany for 
assembly and sale by Indian firms which 
now make black-and-white sets. The 
South Korean kits were bought at US$125 
each as against the lowest Japanese offer 
of US$180. The West German kits cost a 
little more than US$125. 

Having been edged out over the kit im- 
ports, Japanese interests mounted pres- 
sure on the government to permit the im- 
port of complete sets. On October 11, the 
gift scheme was announced, causing con- 
sternation among those engaged in as- 
sembling the kits, but delighting traders in 
Hongkong, Singapore and Dubai. Under 
the scheme, imports of TV sets were per- 
mitted as gifts not only from relatives but 
from friends at 190% duty (down from the 
normal 320% ): 

As a result, there was a rush on 27-in. 
sets in centres such as Hongkong. Adver- 
tisements in Indian newspapers urged 
people to book an imported colour TV 
under the gift scheme and the government 
winked at this. 

For a price, traders who promised the 
sets also found a friend or relative abroad 
who arranged the so-called gift. The pay- 
ment in foreign exchange was fixed in 
rupees. Gift imports as well as the sale of 
assembled kits stopped after December 4 
when colour TV'— arranged for the games 
through Intelsat — also came to a halt. 

Perhaps the owners of the sets will con- 
stitute a powerful lobby to force an early 
decision in favour of colour TV for India, 
which would mean a big market for 
foreign manufacturers and their Indian 
agents. 1 
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Chinese Premier Zhao's African tour this month 
is to include 10 politically diverse countries 


By Roland Tyrrell 
Nairobi: If you buy a metal soup bowl, a 
plastic toothbrush or a blue cotton work 
Jacket at one of the many stalls along 
airobi's bustling River Road, the 
chances are it will have Made in China 
Stamped on it. The same is true further 
north in Somalia, down south in Zambia 
. and right across this massive continent in 
the West African states of Guinea-Bissau 
- and Mali. 

Chinese trade with sub-Saharan Africa 
has surged sharply over the past few years, 
rising from a turnover of US$876 million 
in 1978 to US$1.3 billion last year. Of that 
total, Chinese exports accounted for 
US$994 million as Chinese products, 
though primitive in design and finish, have 
gained a reputation in Africa for being 
sturdy, reliable and, above all, cheap. 

Hand-in-hand with this steady growth 
in commerce has gone a relentless process 
of quiet diplomacy, which now sees China 
enjoying diplomatic relations with 45 — 
soon to be 46 — of the 51 members of the 
Organisation of African Unity (OAU). 
Unlike the Soviet Union, which openly 
favours compliant, leftist regimes such as 

“those in Ethiopia, Mozambique or An- 
gola, China: has steadfastly pursued a 
course of even-handedness in its relations 
with African countries. 

“China and the countries of Africa are 
all developing countries belonging to the 
Third World and sharing a common de- 
stiny,” said a Chinese diplomat based in 
East Africa. "China, too, was colonised at 
one time. We have experienced the same 
sufferings and we are now faced with the 
same tasks of defending our national inde- 
pendence and sovereignty and building 
our national economies. 

"Above all, we feel that these countries 
should be allowed to develop and follow 
their own course without outside interfer- 
ence and especially without interference 
from the two superpowers. We don't 
mind, however, if a country decides to 
align itself with Washington or Moscow. 
That choice is up to the people of Africa 
themselves. We will still offer what help 
we can to others in the Third World." 

One result of that policy has been that 
China has cultivated good, even close, re- 
lations with a broad spectrum of African 
governments. They range from the 
socialist Tanzania of Julius Nyerere and 
Kenneth Kaunda's Zambia to extremely 
rightwing regimes firmly implanted in 
Washington's camp such as Zaire — led by 
Mobutu Sese Seko — and King Hassan 
II's Morocco. 

A nice illustration of this is that during a 
planned tour of 10 African countries be- 
ginning December 19, Chinese Premier 
Zhao Ziyang will visit such ideologically 


opposed neighbours as Zaire and Congo, 
Morocco and Algeria, and Tanzania and 
capitalist Kenya. Since its compromise 
with Israel, Egypt has become am un- 
touchable in the Arab world, but that does 
not stop Zhao including two other Arab 
countries in his itinerary. Zhao will also 
visit Guinea, Zambia and Zimbabwe. 
Zhao will be the highest-ranking Chinese 
official to visit Africa since the late pre- 
mier Zhou Enlai travelled there in 1963-64 
and declared the continent “ripe for revo- 
lution." 

Even Libya's mercurial leader, Moam- 
mar Gaddafi, visited Peking last month in 
what was billed as a visit of reconciliation 
between Chinese leaders and a figure seen 


by many governments as Moscow's 
hatchet man in Africa. Chinese diplomats 
make no bones about their rivalry with 
Moscow in Africa, which is reflected in 
ideology-laden, short wave radio broad- 
casts in African languages beamed to the 
continent by both sides. 


hether it be a medical aid team in 

Djibouti, a crew of manual road- 
builders in the tiny Republic of Rwanda or 
a top-level technical adviser to the Tanza- 
nian State Railway Corp., the Chinese 
presence is almost everywhere. Invariably 
it is low-profile, unassuming, discreet and, 
in the opinion of most African govern- 
ment officials, helpful. 

“China provides assistance within its 
own limited capabilities to fellow Third 
World countries without attaching strings 
and without demanding privileges,” said a 
Chinese diplomat in the Kenyan capital, 
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echoing the official policy laid down by 
Chinese Communist Party General Sec- 
retary Hu Yaobang at the party's 12th na- 
tional congress in Peking in September. А 
poll of African missions in Nairobi shows 
that, by and large, that is true. 

The list of OAU members with which 
Peking does not have relations is short 
but revealing. They are Lesotho, Swazi- 
land, Malawi, Ivory Coast, Angola and 
Polisario. The first three are bound firmly 
within the political orbit of South Africa, 
to which China has expressed its firm op- 
position, in line with black Africa, be- 
cause Of its racial apartheid policies. As 
for Ivory Coast, it is still held by-strong 
commercial ties to Taiwan, a position 
which Chinese diplomats say they hope 
will be eroded in coming years. 

By far the most significant of the six is 
Angola, which shortly is expected to be- 
come No. 46 on China's list of diplomatic 
partners in Africa. In a sudden develop- 
ment, the two governments agreed in Sep- 
tember to mutual recognition and are 
holding talks aimed at setting up formal 
relations. 

The roots of estrangement between Pe- 
king and the pro-Soviet 
Marxist regime of President 
Jose Eduardo dos Santos in 
Luanda go back to Angola's 
1975-76 civil war, which ff- 
lowed independence from 
Portugal in 1975. Chinese 
diplomats say China pro- 
vided support for all three 
liberation movements active 
during the struggle for inde- 
pendence, including dos 
Santos’ Popular Movement 
for the Liberation of Ango- 
la, which was strongly back- 
ed by Moscow and won the 
civil war with the help of 
Soviet weapons and Cuban 
troops. China’s error was to 
continue supporting the two 
opposition rival groups — 
the National Union for the 
Total Independence of An- 
gola, and the National Front 
for the Liberation of An- 
gola — during the civil war. 

Chinese diplomats, stressing that “we 
want to be friends with everyone in the 
Third World,” say this dispute is now for- 
gotten. Western diplomats, on the other 
hand, note that Luanda remains a staunch 
Moscow ally and say they suspect An- 
gola’s change of heart could well be 
prompted by the Kremlin, which seeks to 
improve relations with China. 

As for Polisario — a guerilla organisa- 
tion patronised by Algeria and Libya — it 
is a self-declared, non-elected govern- 
ment in the territory of Western Sahara, 
over which Morocco ғ also claims 
sovereignty. The dispute over Western 
Sahara has brought the OAU close to cols 
lapse as each side has sought support for 
its claim from OAU members. The OAU 
has yet to reach a consensus on whether 
Polisario should be admitted as a member. 

“It is our policy not to take sides in such 
disputes,” a Chinese diplomat said. “We 
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nope tnis Matter can ре WOrKEG ош peace- 
fully between Algeria, Libya and 
Morocco. We do, however, recognise the 
right of the people of Western Sahara to 
self-determination. If a referendum could 
be held in the territory, we would respect 
its outcome." 

China has not recognised Polisario as a 
government, and diplomats say it proba- 
bly will not do so until the OAU achieves a 
consensus on the issue. That is a dominant 
feature of China's diplomatic approach in 
Africa. "We respect the feelings of the 
majority of African countries," the dip- 
lomat said. “That is fair, no? We feel that 
it is up to the Africans to make up their 
own minds without outside pressure or in- 
terference." 


ven on the issue of pro- Western Soma- 

lia’s long-standing and varied territo- 
rial disputes with its socialist neighbour 
Ethiopia in the Horn of Africa, Chinese 
diplomats insist they will not take sides. 
"We do not support Somalia against 
Ethiopia," one said, “just as we do not 
support any African country against any 
other. We are friends with Somalia but we 
would like to be friends with Ethiopia 





Mugabe: China backed а winner 





also, despite its alignment with the Soviet 
Union." 

When an invading force from Ethiopia 
occupied a strip of Somali territory in late 
June, however, China joined Somalia in 
condemning "Soviet hegemonism and im- 
perialist designs" in the Horn of Africa. 

Although the Chinese flatly refuse to 
separate African countries into friends 
and enemies, some clearly come in for 
favoured treatment, and one of them is 
Somalia. There the Chinese have recently 
completed a major hydroelectric project 
— begun and later abandoned by the 
Soviets in the 1970s — and they have 
agreed to build a political education col- 
lege in Mogadishu, the capital. 

Another favoured African nation is 
Tanzania, where Chinese influence is so 
strong it helped inspire a shift in the late 
1960s to a system of ujamaa, or coopera- 
tive villages, which is modelled on the 
Chinese system. Among other Chinese 
projects in Tanzania are assistance pro- 
grammes ranging from coal-mining to 
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Forward contracts. 
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International transfers of funds. 
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- were rivals for | power. Zanuw ctions | By Mohan Ram 
and Mugabe visited Peking last yeat- but New Delhi: The importance of India's 
was disappointed to come away with pro- role as host. and head of the seventh non- 
mises of less aid than he hoped for. De- | ` d eting — planned for 
ite that, Western diplomats say Peking March 1983 i ' Delhi — has not b 
-still sees Moscow's setback in Zimbabwe | lost on either French President Frangois 
as a golden opportunity to prove that it, | Mitterrand ог Egyptian President Но 
and not the Soviet Union, is the real! <- Mubarak, whose visits to India in lat 
| and champion of the Third World. November overlapped. Both leaders. 
courted Indian support for а French- 
| М Egyptian Middle East peace initiative and 
aid will come out of Zhao's visit, but | hope India will mount a non-aligned in- 
t he railway in- | there is an emerging understanding in Af- |. itiative to resolve the Arab-Israeli con 
abour of 10,000 Chinese work- | rica that China simply cannot afford the | flict. 
y side wi i | lavish handouts supplied by the United Although: Fr 
States and Western Europe. "Sure we'd | sharply in thei 
like. more aid,” an African diplomat said. | tary presen 
“But China is.a „poor country, too. It has 




















ugabe is doubtless hoping that more. 
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ispute dating from 1977, | changed from giving strong economic aid | there appear i › 
rdial relations. with the | to strong political aid. And that's impor- | on waysto һе p settle sis in the Mids. 
resident Daniel arap Moi, re- | tant because China's voice counts." > dle East. itterr. explained the 






aken by an abortive coup which 
bi suspects Dar. es. Salaam sup- 
Although a firm. Western ally 
hh permits British and. American use 
агу facilities, Kenya has accepted. 


One recent example of that political. 
clout came last year in the United Nations 
when China firmly backed Africa's candi- 
date. for secretary-general, Tanzanian 
Foreign Minister Salim. Salim. For two 
rounds of voting, China vetoed the incum- 
bent, and the developed: world's candi- 
uoi date, Kurt Waldheim of Austria, in favour 

R EASTERN Ш ECONOMIC ОЁ Salim before finally bending before the 
majority and accepting another Third 
World candidate, Javier Perez de Cuellar 
of Peru. 

Africa has still not forgotten that exam- 
ple of solidarity. "China's veto was very 
important to the Third. World;" а West 
African diplomat said. “It proved what 
China has been saying about its: Third 
World commitment and-it shows China 
can stand up to the United States." 

China also has been seen: brushing up its 
Third World credentials recently in south- 
tly basis. Subscribe now and | | ern Africa where Peking has. shown re- 
juarterly index will besenttoyou | | newed interest in independence for South 

tically as soon as it becomes | | African-ruled Namibia. . China's. Third 
ble. А vital research tool, the World initiative is reflected also: in Pe- | 

w index will save hours of need-..] |. king's move towards normalisation of re- 

searching for information. ORDER f | lations with Angola, one of the main 
OURS TODAY! Only . HK$115 | | front-line states in black Africa's confron- - 
5$20) for 4 ко issues. dust “| [tation with Pretoria. Chinese diplomats 
| are still exercised over a.report. in: The 
| New. York Times that ‘Peking had al- | tives- behind Mubarak's visit to: New 
legedly sold .reactor-grade uranium. to | Delhi. The’ first i is to lay the groundwork 
South Africa, among other countries | for regaining its influence in the non-. 

VIEW Jan. 8). Peking denied the re aligned moveme nec it lost after 

asasheerfabrication.- — i 
. In South Africa, China provides occas 
sional support in the forms of weapons, | 
money and food to both opposition 
guerilla groups; the Pan Africanist Con- | c 
| gress (РАС) and the African National | 
"Congress (АМС). But it is more fre- 
quently linked with the small, faction-rid- | 

PAC rather than the Moscow-ba 


French-Egyptian · peace: proposal, which 
depends largely for itsisuccess on both Is- 
rael and the Palestine Liberation Organi- | 
sation (PLO) mutually and simultane- 
ously recognising each other as sovereign « 
states. 

India has expressed doubts about the. 
plan in the past. New Delhi's reservations - 
stem in part from Egypt's willingness to 
leave the Arab fold to sign a bilateral 
peace initiative at Camp David with Israel 
without first resolving the Palestinian 
issue. Mitterrand, however, was appa-. 
rently able to ease New Delhi's concern 
during his November 27-30. visit. After 
talks with Prime Minister Indira Gandhi 
before Mubarak atrived ih New Delhi on 
November 30, India welcomed various 
Middle East initiatives, including. the 
French-Egyptian plan. Mubarak followed. 
up Mitterrand's effort when he discussed - 
the Middle. East and Egypt's role. there 
with: Mrs Gandhi during his visit. His ef- 
forts to bring New. Delhi around to Cairo's 
point of view apparently have not gone 
unchallenged. There have been reports 
: thatthe PLO also wants India to act on its 
behalf when chairing the non-aligned 
summit. : 

Analysts see three more general objec- 

































Eastern Economic Review is 
publishing a quarterly. index . 
^h details by category and date 

ng that has appeared in the- 
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Mubarak in India: laying the groundwork. 


ond objective, as India and Egypt agreed 
to set up a ministerial-level committee for 
bilateral cooperation in à number of areas. 


Mi was not in New Delhi only to 
push the peace plan and to help mend 
Indian-Egyptian relations. France also 
seeks expanded commercial relations with 
India and would like to sell arms to New 
Delhi. For its part, India is seeking to di- 
versify its arms sources away from its main 
supplier, the Soviet Union. But there is in- 
tense competition between France and 
Britain for India's military orders. West 
Germany and Italy are also looking for 
arms-sales opportunities. 

Mitterrand has denied any link between 
the French decision to drop certain condi- 
tions for the supply of nuclear fuel for 
India's Tarapur nuclear plant (REVIEW, 
Dec. 3) and the proposed sale of 40 
French-made Mirage 2000 fighters to 
India, but there is little doubt how badly 
France wants the Mirage sale to go 
through. India has signed a memorandum 
of understanding to buy the aircraft but 
there is also a chance of a transfer of 
technology which would enable India to 
manufacture Mirages itself. 

French willingness to transfer technol- 
ogy is based on France's belief that India's 
domestic demand for military and other 
goods is so vast that it will be a long time 
before India can compete with France 
on world markets in goods initially de- 
veloped with French technology. The sale 
of several other military items to India is 
also being discussed by officials. These 
items include helicopters and missiles. 
The two countries also agreed to expand 
trade, intensify industrial collaboration 
and develop technological skills through 
joint programmes in both the civilian and 
military sectors. 
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fter 34 years, the infamous Teikoku 

bank incident — one of Asia's most 
cold-blooded crimes, justly solved by a 
piece of detective work worthy of the 
master of Baker Street himself — has 
had an encore, this time in Taiwan. 

Old (and not-so-old)-Asia-hand read- 
ers will have seen my previous jottings 
on the original incident in a suburban 
Tokyo branch bank in 1948, when а 
mild, 57-year-old Japanese, wearing a 
white cotton jacket with an armband 
marked "Sanitation" and carrying à 
medical kit, entered the premises as the 
bank was about to close at 3:30 p.m. He 
presented himself as a doctor from the 
government welfare department and 
produced two large bottles containing a 
liquid which, he explained, was a pre- 
ventive against a local outbreak of 
dysentry. 

He and the bank manager politely ex- 
changed cards. The summoned staff of 
16 men and women dutifully drained the 
poured "prophylactic" — in fact potas- 
sium cyanide — from office teacups and 
within a few minutes all lay, dying, dead 
or unconscious, as the "doctor" de- | a 
parted with as much money as he could 
grab, carefully closing the door be- 
hind him. Ten of the 16 died on the spot; 
two of the six who lingered because they 
had vomited died in hospital. A semi- 
conscious survivor phoned the police, 
and food-poisoning — not uncommon in 
then-occupied Japan — was first sus- 
pected. 

Now I learn that on October 28 this 
year, a startlingly similar, though hap- 
pily not fatal, incident occurred in a post 
office in the. Taiwan port city of 
Kaohsiung. Three old mates have sepa- 
rately sent me the same clipping on this 
incident, all with the chilling warning 
that *it could happen to you." 

According to the clipping, *a man pos- 
ing as a public health official drugged all 
seven employees of [the post office] and 
made away with NT$210,000 [more than 
US$5,000] and an undertermined quan- 
tity of stamps." 

A clerk told the police that after a 
phone call, allegedly from the Public 
Service Bureau, à young man dressed in 
a white gown arrived to give the staff 
vaccine shots against hepatitis. As in 
Teikoku, there were no members of the 
public present when the “doctor” closed 
the door; lined up the staff of seven and 
gave them skilful injections. 

In less than five minutes they all be- 
came dizzy and fell into slumber. They 
awoke an hour later in the closed office. 
Fortunately the “doctor” had not been 
able to open the locked safe but he 
cleared all the drawers. The news report 
said that the anaesthetising drug used 
had not yet been identified but that 
clearly the “doctor” was familiar with 
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medicine and it is suspected that he 
might have been à drug addict. 


are indeed astonishing. It is by no means 
unusual, of course, for crimes to inspire 
other 
scares beget other bomb scares. And the 
Tylenol case in the United States — also, | - 


were adulterated. But а copy-cat crime 
after a gap of more than three decades is 


the Taiwan bandit did not obtain the in- 
column. 


where in the ranks of the Kaohsiung 
police a detective of the calibre of | - 
Tamigoro Igii, Tokyo's answer to Sher- | — 
lock Holmes, who finally tracked down 
the Teikoku bank culprit after a seven- 
month dragnet throughout Japan. As in 
all the best detective stories, the arrest 
was made due to a fatal blunder by the | 
criminal himself. In order to establish his | - 
credentials, he had presented the card of. 


whom he had met accidentally on a train 
ferry from Hokkaido some seven 
months before. 


tor, who — like all good Japanese — was 
able to present an array of visiting cards 


the previous months. Inevitably, a card 
bearing the criminal’s real name — 
Sadamichi Hirasawa — was among | 
them. Igii obtained a confession from 
Hirasawa, an impoverished and debt- 
ridden artist and, reprieved from a 
death sentence, Hirasawa is still alive | 
and still painting in Tokyo jail at the age 


no visiting card — real or fake — behind | 
him, so it may well prove even more dif- | _ 
ficult to catch him than it was to net | _ 
Hirasawa. However, most criminals do | 
make mistakes, and there must be some 
vital clue which an unknown Kaohsiung | 
Baker Street irregular can pounce on | 
and trap the villain. (If so, he will be wel- | 


Sherlock Holmes Society [Baritsu Chap- 
ter], founded in Japan in 1948, the year 


ers who sent the clipping on the Taiwan. 
incident warned, anyone who works in à 
bank or any office handling cash should 
beware of taking free treatment from | 
anyone claiming to be a doctor. Unless, | 


he is. And don't feel safe simply because 
you don't handle large amounts of 
money. The haul at Teikoku was just 
182,000 — only about US$700 at 
today's exchange rates. 
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The parallels between the two crimes 


“carbon-copy” crimes. Bomb 


riously, involving cyanide — gave rise | 
other incidents in which medicines | 





rely unusual. Indeed, one hopes that 
iration for his deeds from this humble | 


One hopes also that there is some- 



















real doctor — one Shigeru Matsui, 


Detective Igii tracked down the doc- 


1 in all) which he had exchanged over 


reckon) of 91. | 
Unfortunately, the Taiwan robber left | - 











med, like Igii, into the ranks of the | — 





the Teikoku incident.) 
Meanwhile, as those old-friend read- |. 


course, he can adequately prove who 













Quinn-Judge 

5t. : The dry-season offensive in 
- Cambodia, long predicted and occasion- 

. ally announced, has been slow in coming 

_ this year, but both sides in the struggle 

.. seem to be receiving substantial amounts 

_ of military aid from their allies and 


| ers. 

| Among the likely aid donors is Singa- 
pore which, despite its denials, is reliably 
г ed to have made two shipments of 
arms recently to its favourite member of 
the anti- Vietnamese coalition, Son Sann's 
Khmer People's National Liberation 
Front (KPNLF). The first, late in August, 
| is thought to have consisted mainly of 
_ 2,700 rifles with ammunition and deto- 
nator caps. The second shipment, also in 
_ August, is said to have comprised about 
— 1,600 rifles plus other military supplies. 

. Although Singapore until recently 
- made its own M16s under licence from 
| Colt Industries and was reported to have 
'en the KPNLF some of these automatic 
Пеѕ earlier this year, the weapons in the 
— recent shipments are reported to have 
| been AK475, possibly of Czech manufac- 

ture. The provenance of the weapons is 
- not clear. 
In any case, the aid seems to be Singa- 
's way of rewarding Sann for joining 
e Democratic Kampuchea coalition, 
thing that the deeply anti-communist 
пег premier was extremely reluctant to 
Friends of Sann say that another piece 

reign aid — a small radio transmitter 
18 now in operation along the Cambo- 
an border. The transmitter is said to 
'roadcast on a frequency close to that of 
. The Voice of America. This may also have 
provided by Singapore, as senior offi- 
is have in the past hinted that they were 
| considering giving the KPNLF some 
padcasting facilities. 
The other non-communist member of 
coalition, Prince Norodom Sihanouk, 
| s not seem to have obtained anything 
2 in the recent aid handouts. Singapore, 
i has reportedly led the way among 



































ү an countries in aid for the coalition, 
has limited its supplies to Sann's group. 
_ While aid for the third component of the 
_ coalition, the Khmer Rouge, is out of the 
question, Singaporean officials seem to 
. dismiss the prince as a rather unpredicta- 
k ble showman whose usefulness is limited 
. to the international arena. 
(Я The Chinese have a higher opinion of 
- Sihanouk but cite his lack of coherent or- 
К isation as the main obstacle to provid- 
ing him with material support. They do, 
however, seem to recognise the prince's 
continuing influence among his own com- 
patriots. "If free elections were held in 
Cambodia today," remarked one source, 


who claimed to reflect Peking's thinking. 


44 . 


. Singapore backs the KPNLF, China aids the Khmer Rouge, 
i Moscow ships arms to Vietnam, but Sihanouk gets little 


on the subject, "Sihanouk would un- 
doubtedly win." 

The Chinese, however, seem to have a 
distinctly low opinion of Sann.. While 
Western sources say the KPNLF has 9- 
12,000 men, the Chinese say 6,000. 
Sources close to Peking, moreover, say 
the KPNLF is factionalised, lacks real or- 
ganisation and, most importantly, lacks 
the will to fight. 

Peking's confidence in the Khmer 
Rouge apparently remains unshaken: 
Democratic Kampuchea forces are “bet- 
ter prepared and better equipped with 
guns, ammunition and food than for many 
years," claimed one source close to the 


Dhanabalan: no secret. 





Chinese. The same source made it clear 
that the notorious former Khmer Rouge 
leader, Pol Pot, is still the key cadre in the 
Democratic Kampuchea movement and 
that Chinese officials still have fairly fre- 
quent contact with him. 

Vietnam also seems to be getting some 
help from its friends. Western shipping 
sources report that the harbour at Ho Chi 
Minh City was cleared recently to make 
way for two large Soviet vessels, believed 
to be carrying arms. Other sources said 
that there has been a steady pattern over 
the past five months of Soviet freighters, 
probably carrying weapons, arriving at 
Vietnamese ports. 

However, some sources do not seem to 
feel that the Vietnamese will make any 
large-scale incursions across the Thai bor- 
der this year. A successful Vietnamese at- 
tack on Phnom Milai Would require at 
least a division-sized force, they said, and 
would provoke major international reper- 
cussions. Should an incursion of this scale 
take place, they suggested, Vietnam 


tt 


Prime Minister Lee Kuan Yew and his 
cabinet, particularly Foreign Minister S. 
Dhanabalan, have never made a secret of 
their views on support for the Cambodian 
coalition. They have stressed from the 
first that diplomatic and political support 
must ultimately be augmented with mate- 
rial backing. They have not departed from 
this position in the face of mounting evi- 
dence that Singapore has taken the lead in 
offering military aid. But neither has the 
republic acknowledged any such role. It is 
playing a very delicate game. 

Prior to a parliamentary session on De- 
cember 3, Singapore's lone opposition 
MP, J. B. Jeyaretnam, submitted ques- 
tions to the parliamentary clerk as to whe- 
ther Singapore was supplying arms to the 
KPNLF. If so, Jeyaretnam asked, what 
precisely was being supplied and what 
conditions were attached? The questions 
were apparently prompted by recent press 
reports that Singaporean-made weapons 
have been supplied to the Cambodian re- 
sistance forces. 

His questions were never addressed in 
parliament, ostensibly because the time 
allowed for a question period had run out. 
But the Singapore Broadcasting Corpora- 
tion (SBC) nonetheless: ran a response 
from Dhanabalan on its afternoon news 
broadcast. It quoted the foreign minister 
as saying: "Public disclosure of who has 
supplied the Cambodian patriots with 
arms, what was supplied and the condi- 
tions imposed can only help the Vietnam- 
ese. Cambodians fighting to free their 
country from foreign occupation know 
who is helping them and how they are 
being helped." 

Although the item was deleted from 
later broadcasts, the English-language 
newspaper The Sunday Times, raised the 
issue once again two days later. An un- 
signed front-page article reasoned that the 
SBC had probably been working from a 
prepared text and was unaware that 
Dhanabalan had not actually given his 
reply. The minister's response was again 
quoted. 

The government's evident desire to reit- 
erate its position now has raised a number 
of questions here. At the very least it has 
been taken as an indication that Singapore 
wishes to leave its own options open on 
the issue of military aid. Beyond this, it is 
viewed as part of Singapore's effort to en- 
courage others to offer military support — 
but discreetly enough to avoid a storm of 
criticism from Hanoi. 

The continuing delicacy with which Sin- 
gapore treats the aid question — last 
week's media performance showing the 
most dextrous footwork yet — does no- 
thing to deflect widespread suspicions that 
Singapore's aid has already begun. This 
has been acknowledged privately by some 
members of the ruling People's Action 
Party. The final question raised is whether 
the government is preparing to go public 
with its involvement at the appropriate 
moment in the future. 
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The Chivas Regal of Scotches. 
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Don't blame your customer if a slow Letter of Credit ties up a big export salein bright 
red tape. They can't get the goods, you can't get the cash. 

Well that's all history now. Because Chase has brought international trade 
up to the twentieth century. With the electronic Letter of Credit. 

Our equipment takes the buyer's input just once, and stores it. So tell your 
customers the next time they need a repetitive credit, to call Chase and tell us 





our goods 
dock, your mone 
terestina bank. 


‘To whom?’ and ‘How much?’. Electronic retrieval does the rest. Instantly. 
So you can clear out your inventories faster. And, unless you're in 
Antarctica, you get your money the instant the documents clear Chase locally. 
Now, more than ever, time is money. If you'd rather collect interest than 
dust, tell your customers to use Chase for their Letters of Credit. In the race 
against time, the Chase is on. 
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Light through glass. 
Today Northern Telecom uses it to transmit 
images, voices, and data simultaneously. 
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In the Middle AgesyStained glass Mas a powerful communications device, a way of 
instructing a рори боп that waS' mainly illiterate. The life of Christ, the deeds of 
the saints, and ê adventüres'of kings were all told vividly and wordlessly. 

Today, werê Still poufing light through glass to communicate. We're sending 
voices and data, digitally Goded in tiny pulses of light, through fiber optic cable. 

In Saskatchewan? Northern Telecom is building the longest digital fiber optic 
networkin the world! When it's completed, it will offer a rural population, scattered 
over 100,000 square miles, facilities for transmitting voice, data, video, and 
facsitfiles of,doeiments and photographs. 

Northeı Telecom is both a major manufac- northern 
turer of fiber optic products and a world leader teicecom 
in digital telecommunications technology. 

Wê already have thousands of digital switch- 
ing systems in service or on order, serving the For more information on Northern Telecom 
equivalent of six million telephone lines—far and its products contact: Northern Telecom 

à pu ON а á (Asia) Ltd., 96 Somerset Road, Singapore 
more than any other North American manu- 0923, Tel. 7379133, telex RS23369 or 30 
facturer. A long time ago, we saw the light. Harbour Road, Hong Kong, Tel. 5-757222. 

telex 73338. 


MALAYSIA, IRELAND AND THE UNITED STATES. SALES OFFICES AND DISTRIBUTORS THROUGHOUT NORTH AMERICA, EUROPE, AND ASI 





Hypo-Bank 
rogal client service is available 


wherever and whenever 
you need it. 





Royal treatment is a Нуро-Вапк service tradition that 
dates back to 1835 when we were established in Munich 
by royal proclamation by King Ludwig ! of Bavaria 

A tradition of going to great lengths to satisfy client 
requirements in all fields of banking and finance, wher- 
ever and whenever they are needed. 

Backed by consolidated assets of more than DM 89 
billion, we offer comprehensive commercial and invest- 
ment banking services, ranging from trade and project 
financing, foreign exchange and interbank money 
dealing to syndicated loans, security trading and port- 
folio management. 

Through our network of subsidiaries, branches in 
London and New York, representative offices, affiliates, 
partnership in ABECOR, and a mobile team of banking 
professionals, we offer services worldwide. 

For the royal treatment your international business 
deserves, get in touch with Wolfram Hauss, 
Representative, 402 World-Wide House, 19 Des Voeux 
Road Central, Hong Kong, Tel.: 5-214 339, 5-214 330, 


Telex: 71930 Hypod Hx 


Head Office: 
Theatinerstrasse11 

BAYERISCHE HYPOTHEKEN- UND WECHSEL-BANK 
AKTIENGESELLSCHAFT 


D-8000 Munich 2 
Modem Banking tn the finest R oyal аот 






Tel.: (089) 2366-1 
Tx: 05 286 525-27 











THE BOEING 757 


ISTHE MOST EFFICIENT NEW 
JETLINER FLYING TODAY. 








With fuel savings of up to 47%, the Boeing 757 can keep Southeast Asian airlines a step ahead of rising 
fuel costs. 

The 757 is equipped with quiet, fuel-efficient engines. It's built with advanced, lightweight materials. 
And it features computerized flight controls for the most economical operation of the aircraft. 

The new generation 757 also has a spacious single-aisle design. Overhead stowage compartments are 
large enough to accommodate carryon garment bags. 

And the 757 has the lowest cost per seat mile of any jetliner in its class. It can carry 186 passengers ina 
mixed class configuration and up to 239 all-tourist passengers. 

Fuel efficiency. Advanced technology. Passenger comfort. Add it all up and you'll see why flying will 
continue to be the world's best travel value. BOEING 
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centuries, in one form or another, but 
Blue Circle continues to search for 
ways to improve its manufacture and 
performance. 
In fact, Blue Circle has invested in the 
most technologically advanced equipment 


Cz may well have been around for 


and its research facilities at Greenhithe, Kent, 


are recognised to be among the best equip- 
ped cement-orientated laboratories in the 
world. Here, raw 
material investigations 
and research into the 
complete cement- 
making process 
enable our engineers 
to provide accurate 
assessments of 

the most energy 
efficient and 
cost-effective 

ways of 
manufacture, 

thus keeping 

Blue Circle 

in the 

forefront of 
cement-making 
worldwide. 

This kind of 
commitment 
to scientific 
asc cau 
provides the 
cornerstone to Blue Circles 
development in the UK and 
Overseas. 

Technical skills 
have helped Blue 
Circle to create new opportunities in invest- 
ment and consultancy worldwide. Geologists 
are engaged throughout the world seeking 
raw materials. 

Process engineers advise established 
cement makers how to reduce their energy 
bills: construction engineers advise on 
planning, designing and building new works 
and in some cases Blue Circle manages 
completed production units for clients. 

Blue Circle produces a wide range of 
cements for the construction and pre-cast 
concrete industries and has developed 
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cements for specialised applications іп the 
coal mining and international oil extraction 
industries. 

The continuing policy and dedication to 
exploring ways of minimising fuel consump- 
tion in an energy intensive process has 
resulted in successful utilisation of alternative 
fuels such as domestic refuse and waste 
tyres in the kiln process with added benefits 
to local authority and to the environment. 

A development 
programme is under- 
way to use Biogas, 
generated from the 
decomposition of 
domestic refuse, as a 
partial replacementfor 
conventional fuels. 
But Blue 
Circle invests in 
far more than 
technological 
research. 
Itisin the 
middle of a 
major 
capital 
investment programmeto 


BAR ey 


iG improve further the 
efficiency of its existing 
cement pro- 
BLUE CIRCLE INVESTS — 
distribution 
97 Circle hasalso been 
IN TECHNOLOGY investing overseas, 
in countries where 


operations in the UK. 
While maintaining its 
commitment in Britain, Blue 


the construction industry is growing and 
needs guaranteed supplies of cement over 
the next decade. 

So, if you had no idea just what Blue 
Circle is doing around the world but would 
like to find out, write to John D Milne, Group 
Managing Director, at: Blue Circle Industries 
PLC, Portland House, Stag Place, London 
SW1E 5BJ. 


Blue Circle 


Working around the world 





ntries edited by Chris- 


T nders. Butterworth & Co., 


“nations 


езу indus- : 


explores the NICS pili providing po- 
‘tential lessons for other Third World na- 


tions. It also assesses their impact on the. 


rich nations — the ‘old industrial countries. 

` There is no consensus, but commonly 
re@ognised as.NICs are Brazil, Mexico 
and, most prominent; the Asian “gang of 
four" — Hongkong, Singapore, South 


Korea and Taiwan. But regardless.of- 


opinion, according to Saunders, NICs 


share one decisive feature: they follow ex- © 


rt-growth policies. NICs account. for 


80% of Third World manufacturing ex- 


ports. All, accordingly, experience in- 
€reasing industrialisation and enjoy rising 
income. И would appear that if others 
oo. adopted similar strategies, they would be 
equally successful. 

To: prosper on manufacturing exports, 
» however, requires, among other things, 
good government, entrépreneurship anda 
large urban workforce — all glaringly 
lacking in the majority of Third World na- 
tions. There must be an enlightened gov- 


ernment to pursue appropriate policies, ы 
adventurous entrepreneurs to seize Op- 
portunities presented by international. 
trade, and industrious workers receptive. 
advanced ideas. Many of the book’s. 
intributors belong to this "diffusionist^.. 


hool of thought. 
inese. societies, steeped in. C 
fucianism, are predisposed to such pre- 





The* л abire Wi эй ла йы, 
butes the NICS’ take-off to the expanding 


f Western TT bsc 


vestment, transnational corporis 


opening up of trading channels to serve | 
the rich nations. It is a dependence with 


roots in the colonial era and thus.does not 
benefit the Third World nations. 


- But analyses presented in the book | 
show the dependence perspective to be 

the West's. 

+ economic decline, for example, the NICs’ 

: growth persists. This is hardly consistent 
with what the doctrine preaches of NICs | 


largely flawed. Despite 


the rich nations; one 
i to follow the fate ofthe 


The NICs’ rise, several. contributors 
argue, should be accepted as an opportu- 


REFERENCE 


- Rydum, - 
- CoWyouth - 


Pacific Index of Abbreviations .com- 


piled by Arthur Ivory. Whitcoulls, Christ- 
church. NZŞ20 9974. 50). 


ITS all here. folks. From a through a/a, a- 
a, aaa, AAA and az wo, right to zz, z-z, Zzr 


апа zzv. Every abbreviation you've ever 


wanted to know and а good few you'll 


probably never use in your life. 


а/а, for instance, is either anti-aircraft 


ar always afloat, while а-а is air-to-air and. | 
‘aaa is available, not to be confused. with. | : 
AAA, which covers a multitude of signs, | 


from Acupuncturists’ Association of Aus- 


tralia to Australian Automobile Associa- | i 


They also believe - tion. Az wo, would you believe, is azure | 


| paper). while zz — pes de- 


s of development; the Asian four. | 


provide excellent examples. 


The believers in the diffusionist doc- | 
outward-looking. 
policies, They claim the world trading sys- 


trine argue against 


Xem: discriminates against Third World 


products; with terms of trade invariably in 


favour of the West. Also, rising economic 
nationalism in the West is depriving poor 


nations of the markets for their exports. 


And with technology advancing, there will 
be less incentivesto invest in the low-wage 

"Third World. A *de-linked," or inward- 
looking, approach to development is 
therefore favoured. 


zag perks if you are ever in. 


| of zzv (zero-zero visibility). 
` There is hardly a page in this book that 
doesn't stop the reader in his tracks some- 


| where along the line. Rydum, for in- 
stance, is transliterated as the completely - 
baffling Redirectin ing Youth Development - 


Using Minibikes (NZ). Ponder that, dear 
readers The only thing this reviewer can 


make of it is.that to solve the problem of 


minibik set tl moving towards the 


perience is sufficient p 
rich nations in the West, wl 


The lack of political 
realistically to the NICs" 
peded free trade se 


dira trade OUR 

way: interdepende 

He urges а "conditi a 
free trade based on a share 


nearest cliff-edge and Bob's your 
close relative; But you must admit th: 
you are going to have such a progra 
Rydum is a delightful way of pu 

It is also difficult to believe that fu 
an. official abbreviation for “fouled 
beyond all recognition, still less fubb 
fouled up beyond belief. And as for fu 
— fouled up more than usual —th 
once again, boggles. ^ { 

One could go on for ever — fro 


(girth above buttress: forestry), t 


(freeway) and even smogway, e 
fected by smog which in turn is smok 


е, halal is by по stretch of thei 
on үп abbreviation oran acron: | 


n for the fitst time 
assed sub-editors: And 
k А 


B 
as SLPR benih 
des stretche і 


for-this magazine, but which is C 


| used we have to accept it. 





тиннин (ON HONG ко м с — 


- This comprehensive listing of 
"Hong Kong's top people with 
photos has now been updated. 


in compiling the names .. 
included in this book, the 
ditors and researchers 
selected those figures who are 
ders in their fields; іп 
usiness, finance, commerce, 
banking, the arts, sport, 
government, the media, the · 
professions, manufacturing * 
and other spheres: 


Over 1,500 individual ı names 


market mailing aid. 


WHO'S WHO IN HONG 
KONG is a valuable research 
tool for scholars and jour: 
nalists, both at home апа. 
abroad, and a handy refer- 
ence book for businessmen ~ 
overseas interested in the _ 
affairs of the Colony. 


The book also catalogues 





order which is ultimately political. This is | and discussed by commentators. Their 


а viable solution that accommodates poli- 

tical reality and is not in conflict with the 

general *commitment" to the market. 
The contents of the book are largely 


familiar, having been variously reported _ 


in the mass media, spoken of by politicians 


treatment, however, has been sporadic, 
fragmented and lacked substance. Such 
„inadequacies are remedied in this book. 
And though written mainly by scholars, it 
is accessible to anyone interested in the 
subject. — CHUANG PECK MING 





Singapore housing 


SOCIOLOGY 


Taking an academic viewpoint 


Houging as a Basic Need collected by 
the Regional Institute of Higher Educa- 
tion and Development. Maruzen Asia, 


Singapore. No price given. 


COLLECTIONS are always hazardous to 
put together and often equally hazardous 
to review, and titles of books likewise 
often fail to convey exactly what is be- 
tween the covers. This collection of essays 
certainly falls into the danger area. It is 
not actually about housing as a basic need, 
except very tangentially, but rather about 
the contributions that professionals in 
Asean institutions of higher education 
might make to the study of housing prob- 
lems and their alleviation. 

What it certainly does point up is the 
relatively minor role that archi- 
tects, engineers, lawyers, sociologists and 
psychologists have so far played in shaping 
housing policies throughout Southeast 
Asia, a situation which, judging from the 
quality of many of the contributions, is not 
likely to improve. 

First, the writers tend to see the solu- 
tions as essentially administrative (a belief 
reflected in the titles of some of the arti- 
cles) rather than as structural, political 
and economic; they base their solutions on 
paper "plans" without much attention to 
concrete issues of implementation. Sec- 
ondly, they would like to see their own 
sorts of tertiary institutions having a much 
bigger finger in the housing pie, though in 
practice they rather lamely admit that to 
date most activities relate to research and 
there is little input in terms of concrete in- 
fluence or of relevant training program- 
mes. 

Thirdly, with the notable exception of 
the contribution by William Lim, the es- 
says are very weak on alternatives: really 
all that the academics seem to be able to 
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suggest is tinkering with the existing plans 
and policies, which they, of course, have 
had no role in formulating. But really, the 
main weakness of this approach resides in 
the strong technocratic bias of the whole 
work. The recommendations at the end 
propose — guess what? — more research. 

In short, this book contains a great deal 
of useful information on what govern- 
ments are doing, what university curricula 
contain, what regional academics would 
like to see being done, but seems to as- 
sume that basic needs must be met essen- 
tially fróm the top — which is largely 
where the academics want to get in. Read- 
ing between the lines, one can see the great 
differences that actually divide the Asean 


countries in terms of development think-’ 


ing. One seems to see a negative correla- 
tion between standard of living and will- 
ingness to try or consider grassroots alter- 
natives and popular participation — Sin- 
gapore having the highest gross national 
product and the fewest alternatives, but 
with tlie poorer countries being much 
more experimental and open-minded. 
Really this volunie should be read (and 
it would be important for most libraries to 
possess a copy) as an unwitting exercise in 
the sociology of knowledge. It tells us 
more about the thinking of the academics 
(itself of interest) than it does about the 
situation out in the slums or villages, and 
in doing so it shows up the curiously hol- 
low character of a lot of prescriptive deve- 
lopment writing. The real lesson to be 
learnt is threefold: academics need to get 
out into the field more, people need to be 
brought more into the study, and the uni- 
: versities, if they really are to contribute 
positively to development, need seriously, 
and perhaps radically, to rethink their 
roles, structures and organisation. 
— JOHN CLAMMER 
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ieneva: The ministerial meeting of the 


eneral Agreément on Tariffs and Trade . 


^" 


att) ended in Geneva on November 27 


uch as it had begun, with the United - 
ates and the European Economic Com- | 


unity just as divided over the issue of 


cultural subsidies and the developing 
ntries. still pressing the industrialised - 


de for a firm political commitment to 
nduct their trade according to the rules 
| principles of Gatt. But the irony of the 
sveloping countries —— most. of which 
ve mixed feelings about Gatt — urging 
industrialised to. respect their own 
ation was. probably: lost on the de- 
oped club. ; 

or the developing countries the issue 
аг from the start. Several Asian 
inisters described it in almost iden- 
rms in their speeches during the 

g session: The “соге issue," 
aysia’s: Deputy Trade Minister Datuk 
w Sip Hon declared in the plenary ses- 
; was protectionism. It was the single 
rious threat to world trade and, if 


unchécked, could mean the eventual 


e of the multilateral trading system 

ch Gatt embodies. 
Fhe proliferation of protectionist mea- 
as siting. exports. of manu- 


He pr protectionism 

try's efforts — with 

froni foreign investors — to diversify 
d s. Much the same point was 
his. Indonesian . counterpart, 

adius Plawito; who pointed out that In- 
sia would be unable to keep up its 

‚ level. of imports: if it could not 
the ton exchange to pay kd 


ineiples of the Gatt system — mul- 


sm and non-discrimination, " said 


eers, Singapore's Trade Minister Tony - 
an called for “a firm political commit- | 


nt to abide by the rules and principles 


sters committed them- 


expansion of trade." They also reaf- 
rmed theit commitment. to abide 4 


changed to "avoid using export sub- 


:Sidies." 


But the Asian trade ministers 
it clear that a commitment to resist 
tion was not enough. As South. 
Commerce Minister Kim Dong Whie put 
it, a “ceasefire” was necessary, to be fol- 


lowed by the dismantling of protectionist 
measures taken by the industrialised | 
countries. The draft declaration, as sub- 


mitted. to the ministers, noted that in 
drawing up. the work programme апа 
priorities for the 19805, governments 
would “refrain from taking new (protec- 
tionist) measures" and “dismantle, or 
bring into conformity with Gatt,” all exist- 
ing measures. : 

The EEC was strongly opposed:to both 


a standstill and a rollback, especially if: 


they were to apply to agricultural products 
too (which is what the US wanted), After 
intense negotiations, the text was largely 
redráfted. Governments undertook “to 
resist protectionist pressures” when draft- 
ing. or implementing national. trade 
policies and also “to refrain from taking or 
maintaining” any measures inconsistent 
with Gatt. But even this was to prove un- 
acceptable to the EEC. In a statement is- 
sued at the end of the ministerial meeting 
the community would commit itself to no 
more than deploying its “best efforts . . . to 
avoid taking or maintaining such mea- 
sures." The developing countries, in other 
words, could not count on the EEC to re- 

frain from taking fresh protectionist mea- 

sures, let alone to phase out existing ones. 


ut if the community did not feel itself 


bound by this undertaking, would the: 


US? Even before the ministerial meeting 


ended, fears were being expressed that in | 


the absence of a standstill the US Con- 
gress would start adopting protectionist 


measures of its own: The head of the. 
American delegation; Ambassador Wil- . 


liam Brock, noted that local-content legis- 
lation (which would require the most 
popular foreign cars to be made in the US 
with a high level of American parts) had 


an absolute majority of sponsors in the | 


ning sup 

-It look , therefore, as if th political 
commitment to "overcome protectionist 
pressures” is likely to be honoured more 


for obvi ٠ 
economy, as the declaration itself pointed 

- out, is still expe 
longed crisis. 


for the settlement of disputes, consensus 
| remains the traditional method өчесе 
ing them. - 


But th -political declaration wasdin- 
likely to result. in the immediate ` 
strengthening of the Gatt trading system `` 
economic reasons. The world 


/*3 deep and рго-_ 

tionist pressures are 

trong, even to intensify, . 

th rates remain low, une 

ues to rise and infla- . 
;ommerce Minister 

ie: площа against 


bound to rema 
as long as gr 


tion persists. Indi: 
Зиа) Patil wa 


и greate 

world economy 

tion recognised the 

import capaci 

tries. It noted 

paired, and по longer serve е 

dynamic. factor sustaining the exports ot А 

the developed world." P" 
But it is clear from the proliferation of : 

protectionist measures in the past two or 

three years that many are being adopted in 

the face of evidence that trade generates 

more jobs than it elimi 

points to the political п 

temporary protectionis 

sudden sharp rise i 

ing the past three years, n 

tries have oigo rd b: 


likely to rem ‘concentrated i in those sec- 
tors where in recent years countries have 
achieved substantial export capabilities. 
However, protectionist measures will be 
directed more against developing coun- 
tries, whose capacity. to retaliate is. li- 
d, and Japan. This could change, if 
ping countries were to follow In- 
ia's. exampl | 


in the breach. This is partly because Сай | tui 


is nota. multilateral al agency with powers | to 








to quantify. Gatt recently listed some 114 
trade measures, of which only a quarter 
were within its framework. France's Ex- 
ternal Trade ,Minister Michel Jobert 
claimed that only 40% of world trade was 
covered by Gatt rules. Clearly, uncer- 
tainty about trade conditions can act as a 
strong deterrent to trade. The threat of 
protectionist measures can be almost as 
effective as the measures themselves. In- 
deed, the French have shown a tendency 
to introduce short-term measures, regard- 
less of their legality, in order to disrupt 
trade. (The use of the small, inland town 
of Poitiers for customs-clearance of video 
tape-recorders is an example of this.) 
The developing countries represented 
in Geneva recognised that the protec- 
tionist tide is unlikely to turn just yet. But 
as Lew pointed out, protectionism was 


153:33 
TE 


Куун eS 


д te 
Lew: protectionism is the threat; Kim: a ceasefire is n 


closely related to other problems on the 
ministerial agenda, such as safeguards and 
dispute settlement. A satisfactory agree- 
ment on safeguards, for example, would 
not necessarily mean fewer protectionist 
measures, but the measures would at least 
be taken within the Gatt framework and 
would be subject, therefore, to multilat- 
eral surveillance. 


ut the developing countries seem to 

have been divided over safeguards. 
Like Singapore ,manyofthemprobably felt 
selectivity to be a step backwards from the 
principle of non-discrimination. On the 
other hand, they saw little point in sticking 
to Gatt Article 19 — which authorises 
restrictions if “serious injury" to domes- 
tic producers is caused or threatened, pro- 
vided the. importing nation gives all 
major exporters the chance to consult 
it — when only 10% of existing safe- 
guard measures conform to it. The 
leader of the Philippine delegation, Indus- 
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try Minister Roberto Ongpin (who cited 
this figure), declared that his government 
was prepared to consider moves towards 
the selective application of Article 19. 
While the South Koreans expressed their 
firm attachment to the principle of non- 
discrimination, the Japanese declared 
they had *no choice but to recognise con- 
sensual selectivity as an exception" which 
offers a realistic solution to a long-stand- 
ing problem. 

During the ministerial meeting the 
EEC, a strong advocate of selective 
safeguard action, pressed its case vigor- 
ously.. The draft ministerial declaration 
called on the Gatt council to prepare for 
1983 “а comprehensive understanding" 
based on Gatt principles but containing a 
number of new elements — such as cover- 
age, temporary nature, multilateral sur- 


1 
ry. 





veillance, and others. The community 
hoped that by concentrating on coverage 
(for example, country coverage) it could 
introduce selectivity by the back door. But 
its text was rejected and the draft ministe- 
rial declaration was adopted unchanged. 
The community was more successful over 
dispute-settlement procedures. Under 
those negotiated during the 1979 Tokyo 
round of trade talks, disputes must be re- 
solved оп the basis of consensus. This 
means that if a party to the dispute is op- 
posed to the ruling or recominendation of 
Gatt, it can block a settlement. However, 
a proposal that consensus be arrived at in 
the absence of parties to the dispute was 
rejected by the EEC, which argued that 
Gatt findings cannot be regarded as equi- 
valent to court decisions, 

The third ministerial session differed 
from the first two in.that it was not called 
to launch а new round of trade negotia- 
tions. The developing countries saw in it 
an opportunity, therefore, to secure a po- 


litical commitment from the developed 
nations to call a halt to protectionism. But 
many of them also saw in the ministerial 
meeting an opportunity to press the de- 
veloped countries to accelerate the pro- 
cess of adapting Gatt to the needs of de- 
veloping countries. The first step in this di- 
rection was taken in 1965, with the adop- 
tion of Part IV (which committed the de- 
veloped countries to refrain, for example, 
from introducing non-tariff barriers to 
products of export interest to developing 
countries). 


uring the 1979 Tokyo round most of 
the developing countries remained on 

the sidelines, though it was agreed to grant 
them "differential and more favourable 
treatment." A work programme was 
adopted by Gatt in 1979 with the aim of re- 
deeming this pledge. Several developing 
countries, including most of the Asian 
countries, insisted therefore that the work 
programme for the 105 include the im. 
plementation of Part IV and the 1979 
work programme. Shey got their way 
without much difficulty: wiring the next 
two years an attempt will bc made to im- 
plement “тоге effectively" beth Part IV 
and the Tokyo round pledge. № main be- 
neficiaries are likely to be the least-de- 
veloped countries, however, particularly 
as regards further improvements to the 
generalised scheme of preferences. — 

During the discussions on the selective 
application of safeguards, some develop- 
ing countries referred to their unhappy ex» 
perience with the Multi-Fibre Arranges 
ment (MFA). Selectivity would in prae. 
tice, they claimed, mean that developing 
countries would have no choice but ta, 
agree to the measures imposed by import-! 
ing countries. Although the MFA was not 
discussed by ministers, there were reter- 
ences to it in the ministerial declaration, 
The subject was dealt with during the pre- 
parations for the ministerial meeting, 
when it was agreed to carry out studies 
over the next two years in order to decide 
just what should be done when the MFA 
expires in 1986. Among the possibilities to 
be considered is the. full application of 
Gatt to the textiles and clothing sector, 

The work programme set out in the 
ministerial declaration included a number 
of subjects of direct inter.st to developing 
countries. On the problem »f tariff escala- 
tion, for example, an attemp' will be made 
to reduce or even eliminate t riffs (which 
are usually nil on raw mater, ls but rise 
sharply in accordance with the legree of 
processing). The ministers agrec« too, to 
consultation aimed at further lib. calisa- 
tion of trade in tropical product's, both 
processed and semi-processed. Buh the 
EEC refused to commit itself to any fish 
negotiations or obligations for produits 
covered by its Common Agricultural P. 
licy. 

The ministerial declaration also cog 
tained a brief section on services. Over the 
next two years, interested countries will 
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. case, any in-depth study 


through bodies such as Gatt, in 1 
contracting parties *will consider whether 
any multilateral action . . . is appropriate 
and desirable." This was probably the one 
issue on which the developing countries 
were split, to the point where they had 
, great difficulty reaching a common posi- 
tion. The Americans would like to bring 
trade in services — which they define as 
including not only banking, insurance and 
tourism but also telecommunications, ac- 
countancy, construction and engineering 
— under the aegis of Gatt. However, in 
the face of opposition from developing 
countries, they indicated that they would 
be satisfied with a study at this stage. Only 
if the study indicated the need to regulate 
trade in services — much as trade in goods 
is regulated — would the y ask for multilat- 
eral negotiations. 


B: many developing countries saw in 
the American move an attempt by 
Washington to strengthen the hands of its 
major corporations in their overseas oper- 


os ations. Others were afraid that the appli- 


cation of the most-favoured nation clause 


` tothe services sector could only be to the 


detriment of their own companies. At- 
titudes ranged from cautious support by 
Singapore a.nd the Philippines to outright 
hostility from Tanzania. The Indians, who 
played a key role in the discussions, ar- 


` gued that “overloading” Сан with a work 


programme not іп its competence would 


. only erode its effectiveness in areas where 


it had responsibilities to carry out. In any 
of trade in ser- 
vices would have to deal also with flows of 
labour and technology, including immi- 


gration policies. 


Gatt clearly had no mandate to discuss 


these subjects. On the other hand, the In- 


dians pointed out, organisations such as 


= the United Nations Conference on Trade 





and Development were doing "excellent 
work in these areas." Other developing 
countries shared India's views on the role 
of Gatt in the sensitive services sector. But 
this is an issue which could well replace 


protectionism as the key debate before 


Gatt. 

For the developing countries the Gatt 
ministerial session was a frustrating ex- 
perience . Although they account for more 
than 50% of the Gatt membership, most 
of thera were effectively excluded from 
the negotiations, which were in the main 
conducted by a small group personally 
selected by the conference chairman, 
Canada's Deputy Premier Allan 
MacEacken. And though they had come 
to Gene va anxious to defend the open in- 
ternatiorial trading system which Gatt em- 
bodies., they found themselves cast in the 
role of villains on more than one occasion. 
It Was their intransigence, the indus- 
trie;lised countries hinted, which was the 
chief stumbling block to the rapid adop- 
‘tion of the ministerial declaration. It was 
as if the dispute between the US and the 
EEC over agricultural subsidies had never 
taken place. u 
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infrastructure development for future rapid advances 


By Robert Delfs : 
Hongkong: The outline of China's long- 
delayed current five-year plan (1981-86) 
was finally released in a report by Premier 
Zhao Ziyang to the National People's 
Congress (NPC) in Peking on November 
30. The plan calls for continuing the cur- 
rent strategy of modest economic growth. 
The investment plan stresses intensive 
development of China's energy industries 
and transport infrastructure and tech- 
nological upgrading of existing industrial 
enterprises to provide a basis for more 
rapid economic growth in subsequent 
years. 

Zhao endorsed the open-door policy of 
expanding trade and encouraging foreign 
investment in China. The total volume of 
foreign trade is expected to increase by an 
average 8.7% a year, reaching Rmb 85.5 
billion (US$43.4 billion) by 1985. In what 
will be welcome news to China's trading 
partners, Zhao said imports would grow 
faster than exports. China's purchases are 
expected to grow by an average 9.2% over 
the five-year period, reaching Rmb 45.3 
billion by 1985. Export growth of 8.7% a 
year is expected, with a 1985 trade deficit 
of Rmb 5.1 billion. 

There was no mention of how China 
would finance that trade deficit, but this 
should not present insuperable problems. 
China runs a large surplus on invisibles, 
mainly derived from shipping (China sells 
cif and buys fob, carrying most of its 
foreign trade on Chinese bottoms or chart- 
ers) and remittances from Overseas 
Chinese. 

Reserves have ballooned in recent years 
from US$2.2 billion in 1979 to US$7.3 bil- 
lion as of June, not counting 12.7 million 
oz of gold. Long before this was tapped, 
China could turn to the International 
Monetary Fund for short-term financing. 
China's present indebtedness to the IMF 
is a modest 760 million special drawing 
rights (US$821 million). 

This relaxation comes after two years of 
stringent efforts to control imports and the 
cancellation and postponement of several 
turnkey plant-import projects in 1979-81. 
Zhao also said that the composition of im- 
ports would be changed to increase new 
technology and major equipment as a 
proportion of total imports. Machinery 
and equipment is presently estimated to 
represent 28% of total imports, semi- 
finished goods 35%, food products 15% 
and raw materials 18% (REVIEW, May 7). 

Although continued world recession 
could interfere with this plan, the export- 
growth target will not be impossible to 
reach. Officially, renminbi-denominated 
exports grew 36.7% in 1981 to reach Rmb 
36.76 billion and an increase of 5-6% is ex- 
pected for 1982, so the goal of an export 


level of Rmb 40.2 billion by 1985 could be 
reached with subsequent annual increases 
of only 2.5%. This is well within the realm 
of possibility despite the short-term pros- 
pects for world trade growth and the stif- 
fening of protectionist measures in some 
key markets for China's goods. China's 
imports also rose dramatically in the offi- 
cial renminbi-denominated 1981 figures, 
so Zhao's call for 9.2% annual growth 
over the five years really translates into 
about 5.4% average annual growth over 
1982-85. However, partial 1982 figures 
suggest a possible decline in imports this 
year, and according to outside analysts 


China's imports (denominated in US dol- . 
lars) actually declined 3.9% in 1981, . 


though this is partly attributable to the ef- 
fective devaluation of the renminbi 
against the US dollar. 

Zhao called for à-tótal capital-construc- 


Zhao: open-door policy. 





tion investment programme over 1981-85 
of Rmb 230 billion. Comparison with 
economic indicators for recent years and 
with Finance Minister Wang Bingqian’s 
report suggests that this figure actually in- 
dicates the scale of capital-construction 
projects to be completed within the 1981- 
85 period (financed by all sources) rather 
than budgetary allocations for state in- 
vestment. 


tate capital-construction spending, 

based on allocations for 1981-83 pro- 
jected state expenditures, will probably 
not exceed Rmb 180 billion or an average 
Rmb 36 billion a year. This is less than the 
average Rmb 39 billion a year in capital in- 
vestment over 1978-81. Moreover, since 
these figures are apparently meant to rep- 
resent present currency values, capital- 
construction investment in real terms 
could show a considerable decline. 
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In addition to the Rmb 230 billion in 
capital construction, Zhao said an addi- 
tional Rmb 130 billion would go to updat- 
ing equipment and the technological 
transformation of existing enterprises. 
This programme is intended to correct 
some of the more glaring deficiencies in 
China's industries attributed to previous 
policies narrowly focused on building new 
plant to the exclusion of necessary upgrad- 
ing and maintenance of existing facilities. 
Capital construction over the five-year 
period was broken down as follows: 

» Coal mining, Rmb 17.9 billion. Prior- 
ity will be given to developing coalfields. 
Zhao said work would begin on coal mines 
with a total annual capacity of 220 million 
tonnes. Projects with a combined annual 
capacity of 80 million tonnes would be 
completed before 1985. This is the basis 
for a projected 3.1% annual increase in 
coal production over last year's 620 mil- 
lion tonnes to reach 700 million tonnes by 
1985. 

» Oil and gas, Rmb 15.4 billion. Zhao 
mentioned new exploration of onshore 
fields. Assuming that the Rmb 15.4 billion 
represents the value of projects to be com- 
pleted within 1981-85, rather than a 
budgetary allocation, then this sum would 
presumably: not include most of the 
Chinese or foreign investment in the 





Wang: capital projects cutback. 


Qffshore-oil development programme. 

Zhao did not give a figure for 1985 oil or 
gas production, as he did for coal. Instead, 
he said that oil-extraction capacity would 
increase by 35 million tonnes and natural 
gas by 2.5 billion cu. ms. This would repre- 
sent 35% of China's current oil output and 
20% of gas production, respectively. 

The increase in oil-production capacity, 
in particular, is far above what most out- 
side analysts believe to be possible until a 
substantial amount of offshore production 
comes on line, and this is unlikely to be 
until later in the 1980s at best. American 
analysts project a 3% drop in China's 
crude-oil output for 1982 and 2% in 1983 
followed by further declines of 4% and 
2% in 1984 and 1985. 

Given the magnitude of this discre- 
pancy, one possible explanation for 
Zhao's wording may be that the 35 million 
tonnes represents the amount of new re- 
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serves expecied to be discovered through 
exploration efforts during the five-year 
period, expressed as new potential pro- 
duction capacity, of which only a portion 
— if any — will be realised as an increase 
in próduction before 1985. 

» Electric power, Rmb 20.7 billion. 
China will proceed with plans to build a 
number of large hydroelectric stations. 
Pit-head thermal-power stations will be 
constructed in Shanxi province and at 
other major coalfields to relieve the 
bottlenecks on transporting coal by rail 
from the mines to major urban areas. This 
will require new ultra-high voltage trans- 
mission lines. The first 500-kv. line linking 
Datong in Shanxi province with the Pe- 
king area is now under construction. Zhao 
also confirmed recent reports of plans to 
build a 300-mw. nuclear power station. 
Construction will begin on power projects 
with a combined capacity of 36.6 million 
kws, of which plants with a total capacity 
of 12.9 million kws will be operating as of 
1985, Zhao said. This is the basis for a pro- 
jected 4% annual increase in power out- 
put from 309 billion kwh. in 1981 to 363 
billion kwh. in 1985. 

» Transport and communications, 
Rmb 29.8 billion. This is the largest invest- 
ment amount for any of the sectoral 
categories broken down, most of which 
will go towards railway and harbour con- 
struction. New railways totalling 2,000 
kins to be built over the five-year period 
represent a modest 0.8% a year growth in 
China's total rail network, estimated at 
52,400 kms in 1980. 

"Zhao's projections clash with a three- 
year expansion programme outlined by 
the Ministry of Railways on November 10, 
just two weeks before the NPC session 
opened. That plan called for 1,700 kms of 
single-tracked and 1,500 kms of double- 
tracked lines to be built over 1983-85 plus 
electrification of 2,000 kms of existing rail- 
ways, all of which would be in addition to 
net additions to the network in 1981 and 
1982. 


Zhao's figure of 2,000 kms should 
therefore be treated with caution, and 
may only represent planned additions of 
new lines exclusive of expansions of the 
total network by costly double-tracking of 
existing lines. Double-tracking, along 
with electrification, is expected to absorb 
most of the total investment in railway 
development during the period. 

Zhao announced an ambitious pro- 
gramme to build 132 deep-water berths in 
15 harbours to increase the total cargo- 
handling capacity at ocean ports from 217 
million tonnes in 1980 to 317 million ton- 
nes in 1985. This would mean doubling the 
number of deep-water berths capable of 
accommodating vessels of 10,000 dwt or 
larger. 

An overall development plan issued by 
the Ministry of Communications in Oc- 
tober indicates that only 54 berths would 
be completed by 1985. This would still 
represent a major increase in cargo-handl- 
ing capacity at China's congested ports. 
Since ocean port cargo volume grew only 
1% to 219 million tonnes in 1981, meeting 
this 317 million-tonne target by 1985 


would require average annual capacity 
growth of about 10% form 1982 on. 
Taken together, the planned invest- 
ment in energy and transport over the five 
years totals Rmb 84 billion or 36% of all 
capital construction over the five-year 
period. This actually understates the rela- 
tive importance Peking is attaching to 
these critical sectors, however. So-called 
non-productive investment (in housing, 
hospitals, public buildings and so on) has 
grown rapidly in recent years to 41.3% of 
total capital construction investment. 


he plan calls for massive investments 

in new housing throughout the five-year 
period, so the current high ratio of non- 
productive investment to total capital con- 
struction will probably continue as well. 
Energy and transport investment there- 
fore represent a much higher percentage 
of productive investment. 

The question is whether it will be 
enough. Discounting significant increases 
in petroleum output, Zhao's energy-pro- 
duction forecasts imply a modlest 2.5% in- 
crease in total primary energy supply from 
last year's 635 million tonnes stan 
coal equivalent [MTCE] to about 700 
MTCE in 1985. This is why the industrial- 
growth projection for the five-year plan 
has been held to a modest 4.1% а year. 
China cannot afford to attempt faster 
growth until there is sufficient growth in 
energy supply to support it — which will 
only be after 1985. 

A recent United States congressional 
study found that China's energy/ 
value of industrial output (СУТО) elastic- 
ity ratio (which measures the historical in- 
crease in energy consumption for each 1% 
increase in the GVIO) had declined f rom 
1.66 over 1965-78 to only 0.04 in 1980, but 
the startling performance in 1980 has be‘en 
mostly attributed to the cutbacks that ye, ar 
in heavy industry (REVIEW, Oct. 1). Butt 
China cannot keep on reducing heavy in - 
dustry relative to total industrial output 
indefinitely, and indeed after a 4.7% drop. 
in 1981 heavy-industry growth again out- 
paced light industry in the first nine 
months of 1982, showing a 9.8% increase 
over the corresponding 1981 period. 
Under these conditions maintaining an 
energy/GVIO ratio of 0.6 — which would 
correspond to an industrial growth rate of 
about 4% — would be no small achieve- 
ment. 

Agricultural production is projected to 
grow at 4.08% over the five-year period of 
the plan. This is not a modest target but a 
very ambitious one in light of the difficulty 
of squeezing more output from China's 
hard-pressed agricultural sector. Since 
1979, agricultural output in constant 1980 
prices has boomed at an amazing 6.5% a 
year — about 2.5 times the historical aver- 
age over 1952-79. Most of that growth is 
attributed to recent agricultural-policy re- 
forms. As the new system has now been 
extended throughout China, however, 
most of the dramatic early gains have al- 
ready been made. There is no fiscal room 
for additional price increases as a stimulus 
to production. 

The projections of the 1981-85 five-year 
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dustrialised world (including Japan). the 
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,ment are increasingly: important and are 
providing East Asia with a thickening in- 
© sulation from the economic vagaries of the 
rest of the world. 


The economies of East Asia, and par- 


ticularly. those which are still too depen- 
dent. on the export of soft commodities 
such as Malaysia; the:Philippines and In- 
. donesia, have all been hurt by the continu- 
ing recession in the-West. Budgets have 
cut back on government expenditures, 
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“national debts have mounted. Yet all the 
_ East Asian economies have continued to 
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Already three countries — Indonesia, 
Malaysia and China —- are net exporters 


| of oil Other countries could join the list 


and China could become опе of the 


world's major suppliers. Further, East 


Asia has made more progress then other 
regions in lessening its dependence ón oil 
by reducing consumption and by exploit- 
ing coal, nuclear, hydroelectric and 
geothermal power. Present suppliers 
could be further diversified: itis not im- 
probable that in the future the region will 
import energy from Alaskan or Siberian 
fields, and further lessen the proportion 
imported from the Middle East. ~~ 

But, despite such impressive progress 
and prospects, East Asian countries have 
seen their balances of payments severely 


eroded by the dramatic fall in the prices of 


export commodities and the demand for 
manufactured goods. Some of the Asean 
countries for which commodities such as 
rubber and palm oil are crucial suffered 


especially severely. Malaysia is probably. 


regretting that it did not take advantage of 
the boom years of the 1960s and 1970s to 
diversify further, particularly into indus- 
try. 

Indonesia; which was also hit by the fall- 
ing price of oil exports, saw its 1982 cur- 


rent-account deficit rise to 17% of GNP. 


In Singapore, which suffered a double 
blow- from contraction of its entrepot 
trade with both Malaysia and the Middle 


East (crude oil), the deficit soared: to 


19.3% of GNP but its entrepot trade with 
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ent. perceptions among ts potential 
members over what oa it. EK to take 


-US and Europe. The near demise of the 
General Agreement on Tariffs and Trade. 
(Gatt) in Geneva in late November added: 
тоге proof, if any was needed, thatatech- 
nical framework for free trade can do little. 
against. the defensive. attitudes of coun- 

tries: which feel threatened by emergent 

industrial nations; such as those of South- 
| east Аза: : 
The growing ills ofthe Westasitswings: 
between different; political ideologies and 
economic orthodoxies are awakening East 

Asian nations slowly. but surely to their 
own. strengths — not. least their. prag- 
matism. This effect of the recession will be 
far more important in the long-run than 
the simple fact that the dynamism of East 
and Southeast Asia has enabled the region 
to maintain économic. momentum when 

growth has virtually stopped in the West. 
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n emerging awareness that.the present. 
ecession. denotes: not гјиѕі аг cyclical 
lownturn but, as one Thai politician puts 
a "fundamental shift in world economic 


Li gely because Western industrial na- 
ns: were not able to adjust. rapidly 
ugh to.the emergence of J Japan and the 
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И this is not to ignore. thé inherent: 
“problems in the. idea of closer eco- 
nomic (and therefore. political): integration 
among East.and Southeast. Asian nations. 


«Not only is there lingering. distrust. of 
Japan and, increasingly, rivalry between 


South Korea and Japan for "leadership" 


of any: Pacific community, There is the 
role; of Australia and New Zealand — 
. both being forced increasingly by Western 


protectionism to identify themselves more 
closely with Asia + tobe resolved. And. 
without China and eventually India, too, 
the. concept of. anything. approaching. 
Asian self-sufficiency is futile. 

‘But the. trends. are there and they are 
clearly recognisable not only from within 
the region but equally to more percipient 
observers from. outside — people. like 
Prof. Henri-Claude. de Bettignies, direc- 
tor of the Euro-Asia, Centre at Inseade— 
the European. Institute of Business Ad- 
ministration. іп, „Рагіѕ. "While the 


EAST ASIAN GROWTH AND INFLATION 
Growth does not necessarily inflate prices 
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now having on Asia may well speed that 
timetable. In anticipation of such a trend, 
REVIEW correspondents throughout the 
region spoke to politicians, economists, 
jacademics and bu smen to gauge the 
inéreased regional co- 
ings, analysed. by 
ups, follow. 
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ternational responsibilities and must take 


continuing steps to guarantee and diver- | 
Sify its imports of raw materials and par- 
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` South Korea, Taiwan and Hongkong — 
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| excluded), a basic problem 4 
| tiveness rather than compl 


MEE 
fifteenth of Japan's (around US$63 billion | 


against just over USSI trillion for Japan), 
South Korea is overshadowed by its neigh- 


| bour: By way of reaction (or over-reac- 


tion) Seoul has tried to upstage Tokyo in 
initiatives towards а Pacific community. 


More tangibly, over the past 10 yearsithas | 


diversified. its trade significantly away 
from’ Japan and the United States. In 
1971-81, the percentage of South Korea's 
exports going to these two countries fell 
from 74.3% to 42.9% while import depen- 
dence dropped from 68.1% to 47.6%. 
Meanwhile, in the five years 1976-81, 
South Korean exports to Asian countries 
other than Jap 
14.5% of tota 
The. love 
Japan and Soi 
before any me East Asian coope- 
ration can take place. Because of its over- 
dependence on Japan for economic: aid 
and technology, Seoul is against the idea 
of the yen assuming a greater trading and 
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vestment within the ‘region are clearly |: 


leading to even greater independence 


{тот markets in the West. It is likely that 
the region will emerge from the recession 
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protectionist pressures arising: 

is would prevent their falling into the 


me trap as the West and allowing inertia’. 


labour. pressures to retard structural 
lopment, allowing free rein to com- 
ive advantage. As one South Korean 
inessman put it: "Every Asian country 
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” And. Indonesia’s. Minister for En- 
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onmental. Development 
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But at least the Pacific commun, 


cept. has spawned studies of- such 
problems and how to solve them. 
At preser nt Asia’ s NICs often fight over 


within or ties v \ 


ithin Asean, Шеге is some disagree- 
ment over. whether the priority 


` should be to pursue greater cooperation 


within the five-nation bloc or to: push im- 
mediately for stronger links. with East 
Asia and/or Australia. But there is no lack 


of ideas and initiatives. Perhaps because. 


of its precarious position as a buffer state 
between the capitalism of Asean and the 
communism of Indochina, Thailand has 
emerged recently as the strongest expo- 
nent of a stronger Asean. Earlier. this 
year, the country’s former deputy prime 
minister and economic overlord, Boonchu 
Rojanasathien, said he would seek a con- 
sensus among government and business 
leaders for the establishment of an^Asean 
common market" by. 1990. 

Boonchu discussed the idea with Singa- 
pore's First Deputy Prime Minister Goh 


‘Keng Swee in October and apparently re- 


ceived Singapore's endorsement, though 


the island republic's attitude to an Asean 


common market will presumably be influ- 
enced by the form it takes — a free-trade 
area, which would suit. Singapore's cur- 
rent outward trade orientation; or a cus- 
toms union, which would dictate its exter- 
nal tariff policy; 


While pushing the idea of a.stronger 


Asean, Bangkok is hedging its bets by 
promoting the concept of wider links in 


| Asia-Oceania. Thailand was one of the 


countries which gave strongest support to 
the moves by Australia to counter Euro- 


pean Economic Community protec- |: 
tionism (especially on sugar) at the Gen-- 
eral Agreement on Tariffs and Trade- 
ministerial meeting and to support Aus- - 


call fora freeze on existing levels of 
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ТЕ opening of Bank of Montreal s 
new representative office in Beijing 
follows two decades of active 
involvement in the growth of trade 
between People’s Republicof China 
and Canada. 

Bank of Montreal in Beijing is 
linked witha worldwide network of 
offices, subsidiaries and branches, 
withassets of over бо billion. 

If you want to do business in China, 
call Bank of Montreal. We're already 
onthe scene. 


REPRESENTATIVE: 

Thomas Mah 

Suite 104-106 

Jianguo Hotel 

JianguomenwaiDa Jie 

Beijing 

4, ThePeople’sRepublic of China 
„5 Tel. No. 595261 Ext.1 

x 595 04 





FAR EASTERN ECONOMIC REVIEW e DECEMBER 10, 1982 n" 


теазыру being 

that Indonesia should  recogi 
lrea 

D al-level 


| lan global discussions. 
, meanwhile, 


e relevant than W 
ust pique at the. 
uch as s student fees ¢ 


à pe in ре n. 
of arms from East 


г Australia, the failure of the 

inisterial meeting of the 

nt on Tariffs and Trade 
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ime Minister and Minister for; Trade 

1 Resources Doug Anthony told a visit- 
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Me uo of hey: US oil inves 


ous ноу. of бог ties. But some 
government officials in Canberra feel 
there is a natural complementarity which 
can be built on in the long term. 

The natural axis of this is the Australia- 
Japan trade and investment relationship; 
according to Prof. John Crawford, chan- 
cellor of the Australian National Univer- 
sity and. a prime mover behind the Pacific 


| rim concept. The idea, he says, will move 


forward. “slowly but. deliberately." Most 


nflows the Pacific region predominates, 


largely because of Japan's heavy bilateral | 


aid. 
Last year Japan became Singapore' $ t 


“trading partner but Singapore is looking 


rather wider — to China, where it sees 
chances to. help develop the oil-explora- 
tion industry and. joris ues es asa 


is one source put 
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iewed from the pragmatic shores of 

East Asia, both Europe and the Unit- 
ed States seem inexplicably wedded to 
various ideologies. The electorates of 
France and Spain decide to indulge in 
further bouts of socialism, despite the 
total failure of all applications of that set 
of dogmas so far. Britain and the US are 
ruled by helots intent on proving that the 
tenets of monetarism and supply-side 
economics are absolute truths despite 
growing deficits, record bankruptcies, 
negative growth rates and dwindling in- 
dustrial bases. - 

"It is generally agreed that the once-ex- 
citing prospect of the Pacific Economic 
Community has lost most of its impetus, 
both among governments and the private 
sector. And yet there is a growing sense of 
community and of shared aims emerging 
among East Asian nations which is doubt- 
less a product of their shared economic 
success and the growing levels of trade and 
investment within the region itself. The 
Paeific community idea would therefore 
seem to be suffering from a lack of trans- 
Pacific understanding rather than the lin- 
gering doubts about the concept still 
nursed by the developing economies of 
East Asia about the real intentions of their 
rich prospective partners. 

Western judgments of developments in 
East Asia suffer from a tendency to view 
social and economic phenomena through 
ideologically tinted spectacles. The West's 
obsession with ideologies has led to a fail- 
ure to understand Both ‘political and 
economic developments taking’ place in 
East Asia, resulting in some sterile seman- 
tic debates about the difference between 
totalitarian and authoritarian regimes. 
Much has been written in the West about 
some of the underlying strengths which 
render so many of the ‘societies of East 
Asia both stable and resilient — the 
pyramidical sets of’ feudal loyalties in 
Malaysia and Indonesia which have sur- 
vived modernisation, the unifying influ- 
ences of Buddhism and the monarchy in 
Thailand and the disciplines and duties in- 
herent in societies which have inherited 
the Confucian tradition. Much has also 
been written of the modern symptoms of 
these underlying philosophies — so much 
so that today lectures and books on 
Japanese management methods inspire 
either boredom or irritated arguments 
about their non-applicability to the 
West. 

Most such commentaries, however, fail 
to see the larger picture — the emergence 
in East Asia of indigenous forms of society 
which cannot be judged by. irrelevant 
Western concepts. East Asia's most suc- 
cessful societies, whether ruled by a single 
strongman or by a team subject to change, 
do enshrine a preference for establishing a 
national consensus. This typically takes 
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From the littoral of pragmatism 


‘the form of the establishment of a strong 
. centralist party or grouping. 


President Ferdinand Marcos of the 
Philippines has not conformed to such 
East Asian patterns and has not used his 
many years in power to build himself a 
broad-based political party. It is for this 
reason, as much as the Philippines’ rela- 
tively poor economic performance, infla- 
tion and the size of its debt, that the stabil- 
ity of the Philippines is properly the sub- 
ject of more anxiety than that of any of the 
other nations of East Asia. 

It is impossible to fit the new forms of 
society emerging in Asia into any of the 
West's set of ideological pigeon-holes. 
The plain fact is that all ideologies are be- 
coming increasingly irrelevant to Asia. 
East Asians are certainly capable of ex- 
tremism, which can take highly politicised 





forms — Japanese militarism, Chinese 
Maoism, Khmer ferocity, Vietnamese ob- 
duracy. But the ideologies which shape 
such extremism are usually imported, just 
as the extremism is usually in response to 
external pressures. 

The various forms of socialism and com- 
munism adopted for obvious historical 
reasons during and immediately after the 
anti-colonialist wars of independence, 
have been quietly Asianised or, more fre- 
quently, dumped in favour of non-doctri; 
nal, pragmatic tactics. The examples 
stretch from Sri Lanka to Singapore, from 
India to Indonesia and are today most ob- 
vious in China. The West has also mis- 
judged East Asia’s economic develop- 
ments. Once again, most commentaries 
are coloured by the desire to fit Asian 
phenomena into Western economic 
theories, at present most obviously di- 
vided between the monetarists and the 
post-Keynesians who would re-inflate 


economies by public spending. 
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Again, irrelevant Western dogmas | 
colour judgments of peculiarly Азап | 
growths. Crudely, monetarists equate big _ 
government with inefficiency and official _ 
intervention in the market place with: ac 
lack of choice and a loss of competiti е 
ness which lead іп turn to protectioni 
quotas and a turn-down in economic aco 
tivity. This has led to unfortunate pre 
judgments of China's current experiments _ 
in stimulating economic activity by: in- 
stituting a system of material incentives _ 
designed to stimulate productivity andex- — 
pertise and free markets for agricultural 
and basic consumer goods. The obstacles _ 
on the long road of China's modernisation — 
are many and forbidding, the biggest i 
question being whether the bureaucracy | 
can not only be streamlined and stimu- - 
lated but persuaded to give up some of the - 
huge powers vested in those who runa 
centrally controlled economy. But, to 
read most American (and other Weer) 
commentators on China, one would 
е - biggest obstacle was (ће im- 
possibility of running a planged economy _ 
in conjunction with dire кз activity. — 

If such commentators had paused to | 
examine the nature of East Asian growth, _ 
they would not have made such facile - 
ideological judgments. Again, the uncom- 
fortable fact for polemicists such as Milton — 
Friedman — who would have us believe — 
that the hand of government anywhereisa — — 
stultifying influence — is that the most — 
successful economies of East Asia (except — 
for Hongkong) are remarkable for the E 
large and active role in the economy _ 
played by the region's dy b 























he most obvious example is Japan р 
powerful bureaucrats guide e the wr : 
rection of the economy, pick out thosein- — — 
dustries worthy of subsidies, protection — 
and research funds, while selecting other _ 
industries which are persuaded to run 
themselves down or to diversify into other 
fields. Japan's great commercial ho: L 
and its industries consult with government 
officials at all levels on a regular, even pk 
daily, basis. | 
The same pattern is true of East А 
other growth countries. From South — 
Korea in the north to Indonesia in the | 
south, East Asian governments have for | 2 
years been guiding and stimulating den 
economies, with the bureaucrats | of 
economic-development bodies selecti A 
the type of foreign investment needed a 
attracting investors with cheap land, mar- 
ket protection, other subsidies or tax holi- _ 
days. Now some wish to go further along _ 
the Japanese route, with the government 
accelerating the restructuring of industry _ 
and aiding the setting up of trading com- - 
panies along the lines of Japan's sogo 
shosha). $ 
Of course, if opponents of state inter- 3 
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most impressive change in the: 


h Korean economy, indeed what 


> consider President Chun Doo 


in's main accomplishment since tak- 
office i in August 1980, was bringing the 
inflation rate down. This year 
cted to finish with an infla- 

he neighbourhood of 5%, 

hing heard of since 1945. And 
ing the world recession and the 
performances of its closest 


— Taiwan and Hongkong — 
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à healthy domestic economy. 
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Japan's imports of ne дь mar 
goods and capital, unt 


successively 


| streamlined, able not only. 
but to withstand foreign competition at | 


home: Once again, the intelligent help of 


Economic Planning Board. (EPB), are a 
major departure from the somewhat 
gloomier forecast it made a year аро when 
it formulated the country's five-year plan. 

But private analysts from South Korean 
companies and banks, the foreign banking 
sector and other international observers 


are sceptical about the new projections for | 


1983. "Government forecasts in any coun- 
try are usually optimistic," commented 
one foreign bank manager, "but these are 


‚ downright гозу.” Of particular concern to 


the private sector are the government's 


forecasts for inflation and exports in 1983. 


Its latest 1983 projections, formally an- 


nounced on December 2 as part of the 
:EPB's draft management plan, call for in- 


flation to be kept to 5% and exports to 


grow 13%. The rest of the government 


scenario calls for GNP growth of 7.5%, a 
current-account deficit of US$1.5 billion, 
money-supply growth checked to 20% 

and no more than a 3% devaluation of the 


-won against the US dollar. - 


gits but to a 


69%. 
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Ihe Citizen Quartz Analog Alarm Watch 
makes music — a soft. harmonized melody to 
remind you that an important moment has arrived. 
A landmark in watches. 
No alarm-set ting pointer breaks the symmetry of this 
slim. elegant timepiece. The two hands double as alarm 
indicator/setter, automatically moving to the іаѕ! alarm 
set ting when you pull the crown out one notch to reset: 
returning to the correct time once the crown is pushed 
back in Another First by Citizen. 

CITIZEN QUARTZ Q 
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Household appliances is written with a “Z” 


Every single working day 16,000 domestic appliances roll off 
our production lines. 

Bound for kitchens anywhere in 111 countries. 
Because we are Europe's biggest manufacturer of domestic 
appliances ...and its most innovative. 

Constantly finding new and better ways to wash and dry the laundry, 
do the dishes, keep your food fresh, cook your meals. 
To bring you technology you can really feel at home with. 
Because Z is for Zanussi. 





ZANUSSI 


people working for people 


Industrie Zanussi spa 
x n. 218 - 33170 Pordenone (Italy) 
Tel. (0434) РАТИ Боха. 450363 - Cables: Zanussi spa Pordenone 


Banking means looking forward into the future, anticipating 
customers' needs and finding the best way to serve them. 

With over 57 years of traditional banking experience in Hong 
Kong, a base next door to China, our in-depth knowledge of business 
environment in Asian-Pacific region and the close contact we have 
developed with the South East Asian business communities, we are well 
placed to serve your banking needs. х 

We're now іп Los Angeles, оп to New York and Europe 
thereafter. These are the directions Ka Wah Bank is moving. If you are 
also forward looking , please call us. 


KA WAH BANK we nave a way. 


Ka Wah Bank Centre, 232 Des Voeux Road Central, Hong Kong 
Telex: HX 74636 Cable Add.: "KWABANK" Tel: 5-457134 
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“ phone the Stat 
and get the ball 
rolling...fast?” 


comes to getting American sports 
equipment. Because my Customers 
want it as fast as | can get it. That's 
why | do business by telephone. It's 
the fastest way. And with the personal 
contact, | can negotiate and make 
the best possible deal. 

Buying or selling, you'll do it better 
by phone, the way Americans like to 
do business. To determine the time 
in the U.S. from the countries listed 
below, subtract the number of hours 
shown from your local time. 

Now...get the ball rolling by 
phone, and you won't strike out with 
your customers. 

US. MAINLAND TIME ZONES* _ 








Differer e From: | Eastern | Central | Mounta Pacific 

Australia 
(Sydney)** 

China 

Hong Kong 

| Japan 

Korea, Rep. of 

| Philippines 

| Singapore 

Taiwan 


Erian ЕНШЕ Бы. ‚ ШЕР. 
* Time differences are based on Standard Time 
observed in most of the U.S. from the last Sunday 
in October until the last Sunday in April 
**Multiple time zone country 
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WE'RE HELPING MAN 
REACH FURTHER 
AND FURTHER. 









New roads. New dams. 
New industries, homes, 
and cities. In almost every 
field of construction, 
Komatsu builds the equip- 
ment it takes to get the job 
done. Even if it means building 
equipment that's never been 
built before. 
Like the world's first 
amphibious bulldozer. And the 
world's first remote-controlled 
seabed robot. 
Both of these Komatsu 
innovations have helped man 
achieve more than ever before. 
And they're typical of 
Komatsu's commitment to 
meeting the needs of builders 
the world over. 
In fact, as a total equipment 
manufacturer, we've for years 
offered builders a complete 
line-up of bulldozers, 
dumptrucks, and wheel-loaders. 
And now, we even have a wide 
range of hydraulic excavators 
that lets builders tailor the size 
of their machine to the size of 
their job. 
So when you want to reach 
further, dig deeper, or explore 
the unexplored, remember the 
name Komatsu. We build the 
equipment that builds a better 
world. 


ete KOMATSU 


Komatsu offices: Tokyo, Singapore. Jakarta. Manila, Bangkok 
Bangalore, Karachi. Beijing, Sydney, Istanbul. Cairo, Alger, Dubai 
Tehran, Baghdad. Jeddah. Riyadh. Damman. Narodi, Abidjan 
Niamey. Lagos. Johannesburg. Moscow, Warsaw. Brussels, Paris. 
Madrid, Frankfurt Stuttgart. London. Habana. Buenos Aires, Panama 
Caracas, Lima, 530 Paulo. Bogota. Mexico City, San Francisco. 
Oakland, Philadeiphe. бео Dallas, Ananta. Chicago. Toronto 
Véhcouver апа distributors in over 100 Countnes around the world 
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What every international trader needs 
is a good financial watchdog 


Every company in Asia 
seeking international 
® trade opportunities 
needs a strong financial 
watchdog to look after 
its interests. 





























Citibank is uniquely qualified 
for the job. It is the most active 
trade finance bank in the regior 
with eighty years experience in 
Asia. In fact, Citibank has 
offices in 16 countries in Asia 
alone and 93 countries around the 
world. 


International trade demands 
reliable information and the swift 
execution of transactions. Whether 
your needs are documentary credits, 
banker's acceptances, collections, 
guarantees or revolving credit facili- 
ties, Citibank provides them all — 
not to mention a few other services 
even competitors don't know about. 


Citibank's trade finance special- 
ists live and work in Asia and they 
know the world of trade intimately. 
Their experience and expertise assure 
you that someone is looking after 
your interests at both ends of a 
transaction. 


Talk to the Cititrade watchdogs 
today. 


CITIBAN(GS 


A trade finance friend 
in Asia for 80 years. 


1982 Citibank, N.A. Member FDIC 


g тау пазе 
bull run. on the 
ut Japanese invest- 


f the buying and the 


December 6, th 


pension funds that ‘had just reaped the 

benefits of bold optimism: on Wall 

Street. Europeans entered — later. 

Whenever foreign interest in any Japan- 
5 hares became evident, Japanese 


га buyin pree broadened from 
itory Receipts (th 


re traded i in New York) to blue chi 


ts | Tokyo and then to speculative issues, all 


Nor were corporate profits hei incen- 
tive. The September semester turned out 
to be worse than expected, and the most 
recent prediction for the current March 

«4983 term (a mere 2.4% term-to-term in- 


rease, according to the Nihon Keizai. 


" Shimbun) is also below estimates given 
earlier. The government's huge budget 
deficit has also posed a growing menace. 

The Tokyo market is also no place to 
' look for dividend income when the yield 


гоп Nikkei-Dow Jones component stocks | 


is a paltry 1.4%, and for all stocks 1.7%. 
The figures were fractionally better be- 
“fore the rally but not enough to make 
any real difference: In any event, the Ja- 
panese do not rule invest in shares 
' income, especi 
pital gains. 
taken an astound- 
"ing leap in pro "which was not due 
— to make t ngs ratio of 
Tokyo stocks ( ly 23.2 for all 
shares and slightly higher for those in the 
Nikkei-Dow Jones) comparable to Wall 
o Street listings. Indeed, the economic or 
financial basis for à rally was so minimal 
“that before it did бесит there was some 
worry that a few of the weaker broker- 
age houses would fold or would have to 
merge because of the general lack of in- 
vestor interest. ` FU 
One factor in the re 
has been € 
pectation nge 
capital outflow from 
| weakening yen and 
did not find its wå 
markets, Rather, it went into bonds. 
Nonetheless, when capital outflow di- 
minished and cónditions were ripe for a 
yen rebound, foreign funds headed for 
е Tokyo stockmarket, as did a substan- 
1 portion of the returning capital of Ja- 
titutional 


uying surge 
on in the ex- 


ow interest rates, 


| with the tax struc- 


ian, which fled a a 


to overseas equity - 


too frequently regardless оѓ anything 


connected with the economic activity of | p 


by the shares. - 

In the present rally, which has lasted 
since October 7, foreign buying — or 
more accurately the anticipation of 
foreign buying by Japanese investors — 
has been such an important factor that at 
one brokerage house tlie total overseas 
orders that had accumulated overnight 
would be announced first thing in the 
morning to be greeted by either applause . 


or audible disappointment. Foreign buy- 


ing in itself was not insignificant i in creat- 


ing buying pressure, but far more power- 


ful was the Japanese reaction to foreign 
sentiment. 

In this regard, a favourite chestnut 
among Japanese brokers is that an inves- 
tor who can read people will do better 
than one who can read charts. One suc- 
cessful Japanese broker says he makes 
trading decisions on whether a piece of 
information relating to a stock will make 
a good "story." The information can be 
anything — gross national product 
growth, a scandal, а new product, man- 
agement troubles, currency fluctuations, 

te. performance or foreign buy- 
e question is, as with a book, 


what kind of a story is it, and how well 


will it sell to investors? 
This is partly mass psychology — the* 
emotional stimulus of news and herd in- 


| stinct — and partly a gambler's reading | 


of clients. Stories in the financial press 
about a company or a sector have far | 
greater impact on share prices in Tokyo 
than in New York or Loridon, observers 
say. Broker 


tion of the influ different categories. 


ave no rigid preconcep- | 


| the particular corporations represented | wa 


ing. бойу brokers si 
stocks as laggard candidates 


of interest. Just about all laggards, 
ever, have been picked, including sha 
in struggling companies. Caut 
vised so as not to be caught hold 
tail end of an evanesce 


prime i is now 8. 9% a 
discount rate 5.5%, compar 
flation rate below 2.5% a 


terest rates. Moreover, the ! 
strengthened against the US dolla 
¥247.50 on December 6, and à 
reason for Tokyo's support f 
rates had been concern for the w 
of the Japanese currency. , 
The chairman of the Federation : 
iatior А 


time may 500 
terest rates i 


satisfactory toi | 

tablishment. The sta 

seems to be a high р 

than meeting Wester 

appreciation. The Finar 

too, appears quite- receptive to lowei 
long-term interest rates as this wou 
mean a lighter eda. burde 
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E Segal 

Е la. Lumpur: Malaysia's often unruly 
urities market is about to undergo 
_ some long-overdue disciplining. Changes 
to the law governing the Kuala Lumpur 
ck Exchange are already taking their 
steps through parliament, but brokers 
ind bankers here are more immediately 
cerned about a stiff new takeover 
code" — a statutory one. Ministry of 
ade officials are currently putting the 
al touches to proposed enabling legisla- 
n and preparing the final draft of the 
- eode itself. Sources say the Malaysian 
- code will be tougher than its equivalent i in 


be much tighter, definitely," con- 
ed a merchant banker involved in con- 
Sultations with the ministry — “and the 
market warrants it. 

The Malaysian Code on Takeovers and 
Mergers, as it is formally known, will at 
t bring Kuala Lumpur into line with 
es such as Hongkong, Sydney and Sin- 
М japore, which already govern the buying 

- and selling of companies with similar 
rules. Like Singapore's three-year-old 
- eode, the proposed Malaysian system 
_ closely follows the structure and wording 
of London's City Code, last revised in 
po. The guiding principles are largely 
identical with London's and mainly seek 
to protect minority shareholders in the 
nt of a takeover offer. 

Bidders will have to make public an- 
cements of their intentions at a cer- 
ain point and provide all the information 
eded for potential sellers to make the 
decision. All shareholders will have 
› be treated equally and an appointed 
anel will oversee the operation of the 
е. But the precise rules of the intended 
code will include some major departures 
London and Singapore. While the 
technicalities are still being written in, the 
- broad shape of the Malaysian code al- 
ready shows 10 unique features: 

=» İt will have legal standing. The Lon- 
- don and Singapore codes, by contrast, are. 
- Strictly non-statutory. 

E akeovers by public bodies such as 
ional equity çorporation Permodalan 
ional, currently among the biggest 
al investors, will not be covered. 

_» Membership of the panel will be 

Е by government representa- 






tro 


> Rumours or speculation about a pos- 
` sible takeover will be enough to touch off 
а formal announcement of the potential 
` Offerer's intentions. 
E » Any person — not just directors, as- 
` Sociates or their investment clients — 
dealing in shares of either the bidder or 
the target company after an offer has been 
1 Bounced will have to disclose his par: 


er financial centres in the region. “It. |: 


© The Malaysian authorities are gearing up to 
| эше rules on the conduct of сое а dh 


chase to the stock exchange, the press and 
the panel. 

» All documents and information on 
the offer will have to go to the panel at 
least 21 days before being despatched to 
the offeree company's board. 

» Both sides will have to submit accu- 
rate profit forecasts and asset valuations 
showing the effects of the proposed take- 


over. 


» Partial offers — where the buyer bids 
for a certain percentage of a shareholder's 
stake — will be viewed more favourably 
here than in London or Singapore. 

» The “trigger point" at which a pur- 
chaser has to make a general offer for the 
remaining shares will be set at a third of 


Kuala Lumpur exchange: tough promises. 





the voting rights. London's trigger is 30% 
and Singapore's 20% 

» Bidders will be exempted from mak- 
ing a mandatory general offer if the gov- 
ernment decides it would not be in the 

“national interest.” 


he new Malaysian code is set to replace 

a semi-legal system that has been in 
operation here for more than eight years. 
The current statutory requirements for 
takeovers are minimal. Section 179 of the 
Companies Act, revised in 1973, and the 
accompanying Schedule 10 simply lay 
down a schedule for sending out offer 
documents and a deadline for accept- 
ances. They also specify what information 
statements by the offerer and offeree 
should contain. Any purchase of more 
than M$1 million (US$425,500) in assets is 
referred to the government's Foreign In- 
vestment Committee for scrutiny, while a 
bid that involves a new issue of shares goes 


\ Government proposals for a takeover 


code and panel first appeared in a set of 
draft amendments to the Companies Act 
circulated in March (REVIEW, Apr. 16). 
The planned amendments, drawn up by 
the Ministry of Trade, empowered the 
minister to appoint a takeover panel and 
the panel in turn to draw up a code. De- 
tails, however, were left out, and the list of 
amendments instead. concentrated on 
other changes to company law, sich as 
limiting insider trading, increasing the 
powers of the registrar and forcing direc- 
tors to disclose their interests. 

The first draft of the code itself went out 
on June 18, and since then the various pri-« 
vate-sector bodies consulted havg been 
voicing opinions. The Association of Mer- 
chant Banks (AMB), for one, sent back a 
detailed submission on October 7. Since 
early November, a series of three meet- 
ings has been held between the two sides 
to reconcile the positions on the code. 
From the industry side, the AMB, the As- 
sociation of Banks, the Bar Council, the 
Kuala Lumpur Stock Exchange, the Fed- 
eration of Malaysian Manufacturers and 
various chambers of commerce have sent 
delegates. The government has been ri P: 
resented by the secretary-general of 
ministry, the registrar of companies and 
the secretary of the Capital Issues Com- 
mittee, among others. 

Several of the less controversial provi- 
sions of the new code have been included 
only after pressure from the industry side. 
The draft amendments to the Companies 
Act had clearly stated that the decisions of 
the panel would be final, though the 
ministry is now said to have agreed to an 
appeals procedure, which the fourth and 
final scheduled meeting between the two 
sides will discuss in detail. The bankers, 
lawyers, brokers and businessmen have 
also persuaded the government to include 


а preamble stating the objectives of the 


code and the exact terms of reference of 
the panel, something missing from the 
original document. 

But opposition from merchant bankers 
in particular to many of the 10 new fea- 
tures had little or no impact on the govern- 
ment officials. The AMB had protested, 
for example, that a rule making the poten- 
tial offerer issue a statement when the 
target company is the subject of rumours 
would commit it prematurely to a course 
of action when contacts might still be 
exploratory. The provision requiring bid- 
ders to give documents of an offer to the 
panel three weeks before despatching 
them to the offeree (which appeared as a 
proposed amendment to the Companies 
Act) was opposed on two grounds: first, 
that it offered scope for insider dealing: 
secondly, that it clashed with another rule 
that makes the offerer pass the documents 
to the offeree within 28 days of an an- 
nouncement. This meant, the AMB said, 
that companies would have only one week 


to prepare their data. The ministry is said 


to be thinking of ECC UR the 28-day rule 
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Since the incorporation of Arab Asian Bank e.c., we have of banking assets of any Arab bank in Asia. n 
consistently applied our expertise to the development of trade This achievement is the result of long term planning, 
financing and project related contracting support facilities, foresight and imaginative corporate banking since our Group 
both in Asia and to Asian affiliations in the Arab World, became instrumental in founding (1975) the Arab Malaysian 
particularly in the Kingdom of Saudi Arabia. Development Bank, in Kuala Lumpur, and the subsequent 

As of today, 56% of Arab Asian Bank's risk asset portfolio ` institution, namely Arab Asian Bank e.c. in Bahrain. Our 
is tied to these two target sectors of banking services. In bank's subsidiary, Arab Asian International Limited, Hong 
geographical terms, Arab Asian Bank has a well diversified Kong was formed in 1981. This covers banking activities mainly 







risk asset Varii c óf which 33% is in Asia alone. This together — in the region of North Asia, China, Japan, Asean and 

with our Group affiliated bank in Malaysia (Arab Malaysian Australia — New Zealand. To date, our Group has managed 
Development Bank Bhd. with total assets of over US$500 syndications and private placement of loans, securities and 
million), brings to биг banking Group the largest concentration guarantees of up to US$4 billion. 








We are the Arab banque d'affaires with roots in Asia. 


m саша. s] <<<]! 


WES! Arab Asian Bank e.c. 


Diplomat Tower, PO Box 5619, Bahrain.Tel.233129 Telex:8583. Arab Asian International Limited, 1003 Admiralty Centre, Tower II, Hong Kong, Tel: 5-290760. Telex: 62423. 
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by the AMB, which said 
ther rule as it stands i in Lo 


asts are ип, they should be 
piled with great care; The merchant ban 
ers let two of the spe 
new code ро by міс 
proposed rule o 


у. {| стр} 
a major United States forest-products © 
group, Diamond International, with his- 
Hongkong flagship, General Oriental, a. 


ighis: dnd. the: E In- 
ittee had set à precedent 


Most observers guessed that the condition : 
erred. to takeover bids by certain 


umiputra companies or institutions — 
odies that hold shares in their own right 
trust for Malaysand other indigenous 
oples: Groups. such as. the. Pilgrims’ 
nd or Bank Bumiputra could thereby 
empted from committing themselves 
buying 100% of a new affiliate's shares. 
Ost. bumiputra institutions, though, 
lready left out of the legislation by the 

ition of an offerer that specifi cally 

s public authorities, government 

es or state corporations. Permoda- 

a onal which holds major interests 
locally incorporated 

, falls outside the scope of the 

o do others including the na- 

g company Pernás, the 

ed Forces. Provident Fund, the vari- 

us state economic-development corpora- 
ions and the Employees Provident Fund, 
ooperatives such as Bank Rakyat and all 
dé unions. But Permodalan's bumipu- 

| tra unit-trust subsidiary, Amanah Saham 
Nasional. to. which. the parent is gradually 
its estment . portfolio, 

| ! lem for the 

makers if its 


ngs in any company 
reached the one-third mark. Sources say. 


sith h has finally sewn up a remat 
x US$455 million deal which 


publicly listed company. And Goldsmith 
has no doubt that the deal will *transform 
General Oriental colossally.” 


In fact Goldsmith was in an unusually. 


expansive mood when he: talked to the 
REVIEW in his New York office on D. 
cember 2, the day after Diamond Intern 


tional shareholders had voted in favour of | 
what he described as “probably the. 
biggest deal ever done by a private com- 
pany in the US.” It will, if things work out. | 


as he hopes, make General Oriental “the 
biggest company in Hongkong, bigger 
than Jardines.” Goldsmith: called. the 
move “the biggest deal by far of General 
Oriental,” admitting at the same time that 
it was an. enormous gamble.” And in 
words that could scarcely have been better 
chosen to appeal to Hongkong investors’ 
speculative instincts, he added: “General 
Orientalis not a company for widows and 
orphans. It is a highly leveraged company 
which takes big risks.” 


RESOURCES 


: form the prevent modest-size 


company he set up in 1978, a$ 
with the intention of shifting contro 
European assets to 
critically on how 

forms next уса 


ЖАШ к assets but 
retaining the b est-products assets 
whose value and earning power he be- | 
lieves are greatly undervalued by the US 
stockmarket. That way, the deal will be 
virtually -self-financing yet should still 
yield a very significant earnings and assets 
boost: to Oriental, іп whose. accounts 
Diamond will be “fully: consolidated.” ` 


many of Diamo 


The direct approach | 


In a surprising move, the Japanese seek direct deals 
with Saudi Arabia for long-term oil supplies — 


By Mike Tharp 


Tokyo: Japanese refiners are negotiating. 


with the. Saudi Arabian Government on 


long-term, direct-deal. oil contracts. Al- 


though the talks are still under way — but 
thought likely to-conclude very soon — it 


is. probable that.substantial volumes. of 

crude oil will be procured by the Japanese; | 
possibly totalling up.to- 100,000 barrels a 
day (b/d), from Saudi Arabia under new | 
contracts. | 


-Rec 
iOH, Idemitsu Kosan, Sh 


Japanese. press reports ‘said | 


ports; but o one refit ery official confirmed 
gotiations меге proceeding with 
overnment and that the press 

were ture.” Mitsubis the truth, 


ilar- transactions in 
edina multibillion- 


y a 
agreements soon with Saudi Arabia to im- | : 


port 80-100,000 b/d for.three years. The 
reports said the Saudi selling price : would 


rd | be Чам а barrel, н US$2 above 





Goldsmith: characteristic complexity. 


The vehicle for the acquisition was 
Diamond USA (DUSA) which is de- 
scribed in the proxy statement lodged with 
the US Securities and Exchange Commis- 
sion as an "indirect, wholly owned sub- 
sigary of General Oriental." DUSA was 
already the beneficial owner of 40.6% of 
Diamond International's common stock, 
which it acquired from subsidiaries of 
Goldsmith's principal French company, 
Generale Occidentale, which embraces 
food, banking and insurance interests. 

Directors and executives of Diamond 


prise to industry analysts. For some time, 
Japanese refiners and trading companies 
have been involved in crude-oil purchases 
mainly ona spot basis, which have allowed 
them to pay lower prices. Any direct deals 
with oil-producing nations have been for 
only a year or so. Oil experts suggested 
several reasons for the contract talks. Ja- 
panese refiners have become discouraged 
about any settlement of the protracted 
Iran-Iraq war, which has dragged on since 
September 1980 with no sign of ending. 
Both countries have been major suppliers 
of crude oil to Japan in the past. 
Although the Ministry of International 
Trade and Industry (Miti) wants Japan to 
diversify its sources of crude — in 1981 
34% of Japanese petroleum imports came 
from Saudi Arabia — there are not many 
sources left for Japan. Currently, about 
70% of Indonesian crude production is ex- 
ported to Japan, and apart from Abu 
Dhabi, Saudi Arabia is the last major reli- 
able source for Japan. Industry analysts 
estimated that if the negotiations resulted 
in firm contracts, Saudi Arabia’s share of 
Japanese crude-oil imports would in- 
crease by 3-4%. Miti's Agency of Natural 
Resources and Energy hopes to reduce 
Japan's dependence on imported oil to 
49.175 of total energy needs by 1990, 
down from 66.4% in 1980. The proposed 
contracts could delay that timetable 
slightly. 
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ANATOMY OF A MERGER 


International (some of whom retain their 
positions in the now merged concern) 
voted their total 3.8?5 of Diamond's stock 
in favour of the merger proposals at a New 
York meeting on December 1. So did suf- 
ficient other Diamond shareholders (with 
their board's full recommendation) to give 
the Goldsmith camp acceptances totalling 
89.6% of the outstanding shares — more 
than the minimum 85% needed. Diamond 
shareholders were offered, US$44.50 a 
share in cash for a total consideration (in- 
cluding expenses) of US$425 million. That 
in turn was financed through loans of 
US$455 million from a group of US banks, 
a French bank and the Hongkong and 
Shanghai Banking Corp. plus its sub- 
sidiary, Marine Midland Banks. 


ut though the offer was recommended 
by Diamond's board, and Diamond's 

US financial adviser /Bear Stearns, declar- 
edittobe “fairfroma financial point of view 
to stockholders,” Goldsmith believes the 
company can be worth much more — 
based on his “vision of Reaganomics,” as 
he put it. Diamond's accounts at Sep- 
tember 12 gave a book value per share of 
US$35.88 though the Diamond board said 
in the proxy statement that а “piecemeal 
sale" of assets would probably realise 
US$44.50 a share — the same as the bid 
price. In recent years, Diamond's shares 
have traded around, but rarely above, this 
level on the New York stockmarket and 
the company’s profit performance has 
been badly hit by the US recession which 
in turn has impacted savagely on deman 
for timber and forest products. 

Goldsmith's reading of Reaganomics, 
however, tells him that US housing starts 
will jump 50% to 1.5 million units in 1983 
and that will spur demand. "In the coming 
three months, we'll find out the real as op- 
posed to the theoretical value [of 
Diamond's assets] as timberlands are put 
up for sale," he told the REVIEW. 

Applying various assumptions on de- 
mand, the proxy statement suggests a 





series of notional values for Diamond's as- 
sets, all considerably higher than the book 
values in the latest accounts, Current 
"fair-market" replacement values for 
Diamond's standing timber and timber- 
lands suggested a book value of US$92.14 
а share (adjusted) for the common stock. 
The proxy statement says General Orien- 
tal. will acquire operations with a value of 
some US$1.03 billion for a net aggregate 
after-tax cost of US$563 million (including 
the cost of acquiring the original DUSA 
stake). But Goldsmith told the REVIEW he 
considers all these values "theoretical." 
The test will be what the market will fetch. 

Even at book values, Goldsmith rec- 
kons that sales of non-core Diamond as- 
sets will immediately produce US$257 
million to help pay off the bank loans and 
to service interest. That would leave the | 
core businesses — US West Coast timber 
operations, pulp and paper and retailing 
operations to be injected (along with a 
good deal more loan gearing) into the 
Hongkong companv. 

Yet while Goldsmith assured the 
REVIEW that Diamond will be fully con- 
solidated in General Oriental's accounts 
— à practice not adopted so far with Gen- 
eral Oriental's other major investments — 
a clause in the US proxy statement on 
"DUSA's reasons for the merger" might | 
raise shareholders (and auditors’) eye- 
brows. It says: "Acquisition of Diamond 
will enable a programme of redeployment 
of assets already commenced by Diamond | 
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are exempt from Canadian 
income and capital gains taxes. 

s | 
Foreign residents are invited 
to participate by mail. Prizes | 
are payable to residents in any 
country in the world. 


Your participation is kept 
strictly secret and confidential. 
Enter NOW. For free brochure 
and order form write: Winfall 
Enterprises, Dept. FR, 1117 
St. Catherine St. West, Suite 
712, Montreal, Quebec, Canada 
H3B 1H9. 














"The most up-to-date 
` comprehensive picture of _ 
China's economy available! 


Almanac of China's Economy 


With Economic Statistics 1949 — 1980 
XUE MUQIAO, Editor-in-Chief 


This definitive and official report from the People’s 
Republic of China marks a publishing first for e 
China. Hailed by Beijing Review as “the most up- 
to-date and comprehensive picture of China’s 
economy available,” the Almanac was prepared by 
renowned economists Xue Mugiao, with 
contributions by China’s top leaders and 
economists. It provides the only systematic account 
of the development of China’s socialist economy 
over the past 30 years, including government 

licies, decrees and regulations for agriculture, 
industry, finance, taxation and foreign trade. 
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Focussing on China's economic performance in — * 
1980, the Almanac makes available all statistics 
and developments since 1949. It provides 
background information on Chinese history, 
geography, national minorities, political parties, 
government systems, legal developments, mass 
organisations and administrative units. To 
facilitate the cooperation and exchange between 
China and other countries, the Almanac also lists 
major Chinese economic research organs, 
periodicals and academic bodies, plus foreign trade 
organisations, banks and insurance companies. 
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Almanac of China's Economy provides the only 
official report of China's economic, political and 
business trends. Find out where China has been, 
and where it's going, with this one-of-a-kind 
historical document. 


To: Book ر‎ В 2 ALCE1216FR | 
Р T South China ng Post, 
1144 pages G.P.O. Box 47, 
128 invaluable Hong Kong 
charts and Please rush me .......... copy/copies of Almanac of China's 


Economy 1981. 1 enclose a cheque/postal order payable to 


tables SCMP Lid. for ........... 
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For the first time — 
a single volume that contains 


Almanac of China's Economy 1981 
Price: HK$800/US$123.95/£75 


. 2 2 T 
complete information on No. of copies .......... Oby surface O by airmail 
Я ? ! * Please add for airmail deli to HK$ USS £Sterlin 
China S economy: Southeast Asian Countries bi 66.00 10.00 6.50 5 i 
Europe 135.00 21.00 13.00 
$ United States 165.00 25.00 15.50 { 
Australia & New Zealand 130.00 20.00 12.50 
Middle East 90.00 14.00 8.50 
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n). Oriental also 
% of Trocadero, а 


ied companies 
d Trocadero con~ 


: ер th ivity of the com- 
< pany of investm olding and dealing." 
Apart from owning the French magazine 
l'Express, Occidentale is also one of three 
partners іп a company.called Basic: Re- 
ources, which-has invested US$300 mil- 
on. in Guatemalan oilfields and for which 
'oldsmith tried unsuccessfully a few years 
go to get a quotation on the Hongkong 


їп Basic Resources | 
Goldsmith told the REVIEW he ha 

plans for beefing up General Orien 
relatively tiny (HK ni 

holders’ funds) c 

the Diamond a 
: tend to “repay as mı 
. [relating to the acquisition] as is prudent 
^to repay initially.” General- 
shareholders will await the full: p 
with great interest. So fár General Orien 
fal, its Hongkong stockbrokers ; 
Carr Sons. & Co. À Pereas a 


. company's 


Опсе: again displaying the resilience of 

its earnings, New Zealand's NZ Forest |“ 

Products (NZFP) produced profits for 

| the six months to Sept. 30 which 

| pare well with the results others in th 
cession-blighted: forestry industry | 

| indicated. Total sales rose 13. 2% t0 | 


‘despite a 16.3% drop in 


Operating profit rose 


:NZ$24.7 million, ondertining the ES 
| of NZFP's solid domestic base in a 

period when export markets have been. 
‘subject to oversupply. The net result 
after. minorities was down 2.296 to 


NZ$25.9 million. The interim dividend, 
restricted by an official fréeze, is down 


Profits from cement 

Higher cement.sales and lower taxes 
meant a substantial gain in earnings at 
the interim stage for Malayan United In- 
dustries affiliate Pan Malaysia Cement 
Works (PMCW). The building-mate- 


|rials and property group announced 


posttax profits of M$14.6 million 
(US$6.2 million) for the six months to 


| Sept. 30, M$11.5 million up on the same 


1981 period. 

The sharp increase came about largely 
through better results at Pan Malaysia’s 
cement-manufacturing. and marketing 
associates, a director said. The 1.2 mil- 
lion. tonnes-a-year dry-process kiln at 
Rawang, Selangor, commissioned in 
December. 1980, was in full operation 
during the latest half-year. The plant is 
owned by Associated Pan Malaysia Ce- 
ment, which is a joint venture between 
PMCW and Malayan Cement, a 


member of the Blue Circle group: 


Malayan Cement's own half-year fig- 
ures, released earlier, had shown a 
121% rise in net income (REVIEW, 


JL Aug: 13). 


says piak for subst intia 
diture over the next f Ww 


Hongkong-quoted electro 
Atlas Industries reported. 


the six months ended Sept 
crease over the same 1981 
over was. HK$116.7 1 
performance confirms thi 
turn to profitability f 


when no dividend was paid. | 
ended Mar. 31, а wh 


electronic product 


ings of HK$15.7 mi 


loss of HK$6.7 milli 
nine-month fiscal pe: 

In their interim r ; 
said that though the improved earni 
indicated the “dramatic turnaroui 
since the takeover by new manageme! 


| they did not reflect the magn 


ges the company was unde oi 
3.2 HK cents a 


Accelerated depreciation allowed for |v 


:the-M$135 million capital investment at 
_Rawang also helped reduce PMCW's tax 


ility from.M$2.7 million to M$1.8 
illion in the first half, and the pai 


ingapore, at the same time: ported 


net earnings 4.9% down at M$3.8 mil- 


the northern Philip | 
moved to a pre-tax 1 E 
million (US$341,700) in Januar 
tember this year from a net los 


tributed the g gain to dation 
sures апа. 
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kyo stood out in the period to Dec. 6, 

with continuing overseas interest help- 

ing to propel prices to a new high. Else- 

- where in the region prices were also firm, 
. but trading was generally thin. 


. Tokyo 

` The Nikkei-Dow Jones Average closed at 
| 8,020.53, a new high. The advance was 
| broad-based, primarily a continuation of 
— the upward trend that began two months 
. ago when foreign investors began buying 
- in. Towards the close of the period brok- 
| ers were trying to push non-ferrous met- 
| als, but investors apparently felt satisfied 
_ With their gains and did not respond. 
_ Brokers remained selective buyers. The 
- market was particularly encouraged bya 
firm yen and indications of sustained over- 
_ seas interest. The market is now looking 
_ for a new stimulus. Turnover started the 
| period at a high level but then declined. 


. Hongkong 
E Prices advanced, with sharp gains on Dec. 
_ 6, the last day of the period, but analysts 


aS 
we 


ere 













"A 


Japan as No. 1 





were unconvinced that a turnaround was 
at hand. There has been no improvement 
in Hongkong's political and economic cli- 
mate, they pointed out, and a lot of the 
buying was done on speculation by local 
and foreign bargain-hunters. On Dec. 6, 
the Hang Seng Index put on 45.34 points 
to 743.96, with a shortage of sellers con- 
tributing to the climb. The index closed 
the period up an overall 11.6 points on im- 
proved turnover. The market had opened 
weak in a continuation of recent trends, 
with the index pushed below the 700- 
mark, but in the last two trading days of 
the period buyers ventured forth in 
strength. 


With no block sales taking place, turnover 
shrank to 372.4 million shares worth P9.4 
million (US$1.1 million). Most of the vol- 
ume represented unloading of oil shares 
on confirmation of the drilling failure at 
the Busuanga exploratory well and persis- 
tent rumours about the Nido oilfield near- 
ing its end as a commerical producer. 


243 
6.00 


Turnover value was partly boosted by 
fairly unusual activity in bank shares. 
Buyers were expected to remain on the 
sidelines pending a clearer picture of mar- 
ket fundamentals as affected by the gov- 


ernment’s belt tightening and new 
foreign-borrowing ceilings. 


Kuala Lumpur 


After two weeks of falls, solid gains in 
selected stocks took Fraser’s Indestrial 
Index up 52.93 points to 2,523.01 against a 
background of increasingly thin trading 
activity. Turnover for the period was 2.7 
million units down at 18.7 million, the 
lowest since early August, with most of 
the buying again in second-line jssues. 
Volume leader for the second period run- 
ning was recently listed property counter 
Petaling Garden, which fell back 3 M 
cents (1.3 US cents) to M$1.69. Higher- 
quality stocks like Shell Refining, 
Malayan Cement and Tractors Malaysia, 
however, showed useful advances on 
more modest turnover. 


Singapore 
Trading was sluggish and the indexes re- 


mained nearly level, showing marginal 
gains on the period. Even the most ас- 













CS ue c er ae AT HONGKONG 
Taisei Const +48 159 Peg Malaysia 27 +0 1 
Takeda Chem. 327 Shen 60 +101 a2 
























м Dec. 6 743.96 
Urwted Overseas: 74 +1 2 
Dec.6 "echange Pie € А 1 = Change on week +1.59% 
Ye» onweek ratio SINGAPORE 
se *08 326 E de - 
473 102 179 change 
юз +63 #917 Fraser's Industrial Index HK$ — onwesk умі 
496 — 4032 Associated Hotels 1.68 070 167 
1230 -24 22 Апазіпа 163 -18 19 
+03 157 Nov. 30 4,101.57 Bankol E A 18.70 +в 32 
+08 195 Оес. 1 4,139.99 Carnan 076 *56 56 
-2 32% Dec.2 4,145.39 Cheung Kong 705 +44 39 
+03 1777 Dec.3 4,134.73 Ctenalight Ex Div. 1230 +108 485 
' - 196 Dec. 6 4,143.49 Conic 164 я 55 


2З 10 БЕЗЕ ЕЗ zee ERSTE 






DECEMBER 10. 1982 e FAR EASTERN ECONOMIC REVIEW 


ee کے‎ “ - 


— — =. 
OUO сл Ач ктт CI E NE yc "E 


tively traded issues — UOL, City Deve- 
lopment and Faber Merlin, for instance — 
showed little movement in prices. The 
Straits Times Industrial Index closed the 
period at 737.24, for an overall gain of 10 
points. Fraser's Industrial Index moved 
up 46.18 points, ending at 4,143.49. Vol- 
umes averaged 6 million shares daily, with 
a high of 10 million issues changing hands 
in the final session. - 


Australia 


Firmer commodity prices underpinned a 
modest rally, with the Australian All-Or- 
dinaries Index closing the period up 1.4 
points at 489.2. Overseas interest in local 
issues was evident as base-metal prices 
moved d. However, turnover was 
modest, and the stronger trend could not 
be maintained as overseas interest dwin- 
dled. Dismal reports about the economic 
outlook are keeping most industrial stocks 
under pressure. 


New Zealand 


The long-awaited rally arrived at the end 
of the period. On past experience it could 
last through the rest of December and 
most of January before the underlying 
bear frend reasserts itself. While com- 


AUSTRALIA الس‎ 


Santos 
i All-Ordinaries Index | з=н 
Thomas Natorwide Trans 
Western Mining. 
30 484.3 | Woodside 
1 4859 Woolworths 
2 486.3 
з 490.0 
6 489.2 
ме on week +0.29% 
Dec6 Xchange % 
AS onweek yield 
E T IE. 
184 94 54 
Petroleum 141 4 83 Оес. 2 
ank 357 +23 78 Dec.3 


FAR EASTERN ECONOMIC REVIEW e DECEMBER 10.1982 — 
lip oc 4 f; — av E b^ 


panies' interim announcements have pro- 
duced no pleasant surprises for the mar- 
ket, there are indications that there may 
be better news to come on balance of pay- 
ments and inflation early in the new 
year. 


Taipei 

The market plunged amid more gloomy 
economic news. The government said the 
economy will grow only 3.8% this year 
compared to a target of 7.5%, and low- 
ered its forecast of economic growth in 
1983 from 7.5% to 5.5%. Some analysts 
expect the government to come out with 
an economic recovery package in the com- 
ing weeks. The average weighted price 
index fell 12 points to close at 452.53. The 
average volume traded declined to 
NT$425 million (US$10.6 million). 


Bangkok 


Investors were hesistant to commit them- 
selves as the long weekend holiday 
loomed (the market was closed on Dec. 6, 
the king's birthday). Nevertheless, the 
Book Club Index inched forward by 0.68 
of a point to close at 106.5. Trading was 
slow. But one exception was commodity 
exporter Mah Boonkrong, which was 
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Ev 
struck by a wave of selling after reporting 
surprisingly dismal first-quarter earnings. 
Earnings during the quarter came to Baht 
3.14 (14 US cents) per share, against Baht 


9.86 during the same period last year. Mah _ 


Boonkrong's performance has cast a pall 
on the market. 


Seoul 


The composite share-price index rose 2.8 Яр i 


points during the period before settling 


back at 174.4 for a gain of 2.4 points. Vol- — 
ume was brisk, as is traditional in the mar- - 


ket towards year-end, with an average 
daily turnover of 11.5 million units. A 
number of food companies leaked news of 
good year-end profits, including Dong- 
yang Confectionery and Crown, which led 
gainers in the market. Cement and chemi- 


cal issues also fared well. Both industries - _ 


have been among the top exporters during 
the year. Analysts predict the positive 
climate will remain with the index peaking 
at 180 by year-end. 
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New: For travellers 
who take Asia E 


The 12th edition of the All- 
Asia Guide is simply crammed 
with new up-to-the-minute 
information, including faets and 
figures that are indispensable to 
any serious traveller in Asia. 


There are now chapters on no 
fewer than 26 countries. Plus 
opening chapters on both eating 
out in Asia and on the best way 
of using your baggage 
allowance. 


25 new maps, making a total 
of 60 maps in all. 


New hints on how to travel in 
Asia — from packing the right 
things, to the best places for 
souvenir hunting — wherever 
you're going. 


A new-style guide to hotels in 
the region, and new thoughts on 
Asian food (and the best places 
to sample the Region's vast pot- 
pourri of culinary delights). 


And finally, 48 new colour 
pictures, and more than 70 new 
black-and-white pictures. 


АП of which adds up to over 
680 pages of vital information 


S Most, complete } 300k Ў > 
^ уада, Rth Edi E qua for business and pleasure 


travellers in Asia. 


; To make sure of your copy, 
Now's in its 12th spree send off the boupóon today, 
Mmm a A CC س س س م سس‎ шшш 
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To: Publications Division, 








f Far Eastern Economic Review Ltd., G.P.O. Box 160, Hongkong. The ALL-ASIA GUIDE is j 

! Please rush me copy/copies of the ALE-ASIA GUIDE, 12th Edition.as indicated. I enclose a published by the Far Eastern | 
Economic Review, Asia's most 

f cheque/postal order for . . ^ — ер. respected business weekly. | 

! No. of copies O by surface 0 by airmail* | 
ALL-ASIA GUIDE, 12th Edition: HK$57.50/US$9.95/£5.55/S/M$21.75 each. FAR EASTERN I ECONOMIC 

i *For airmail delivery, please add:- HK$35/US$6/£3.25/S/M$13 per copy. 1 
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t last, after eight months of spectacu- 

lar eruptions, Indonesia’s Mt 
Galunggung volcano is reported to be 
settling down — though it is still re- 
garded as active. Galunggung erupted in 
April, 99 years after the famous 
Krakatau eruption which killed 30,000 
people and deposited so much dust in the 
stratosphere that the year 1883 was 
known for the “winter that never 
ended.” 

It has erupted more intensely over a 
longer period of time than any other In- 
donesian volcano on record, and it may 
eventually merit as much space as its pre- 
decessor in the history books. For, 
though the mountain's eruptions have 
not caused damage approaching the 
scale of that caused by Krakatau, they 
may herald the opening of a few decades 
in which one, two or possibly more 


Ash layer near Galunggung: killing the crops. ; 


major volcanoes could erupt, possibly 
more than one on Java — causing untold 
damage to the crowded island. 

That more than one volcano of 
Galunggung's size or greater could erupt 
on Java during the next 20 years is “quite 
possible," says Adjat Sudrajat, director 
of the Vulcanological Survey of In- 
donesia. In the closing decades of the 
past two centuries, Indonesian records 
show, there has been a cluster of major 
volcano eruptions. The cluster at the end 
of the 19th century included Krakatau, 
while that at the end of the 18th century 
— in fact, the beginning of the 19th — in- 
cluded the largest volcano in recorded 
history: Tambora, whose explosion, 
nearly twice Krakatau's size, laid down a 
layer of ash that stifled crops and 
brought on a famine in which 45,000 
people died. 

Unfortunately, records go back only 
400 years, to when the Dutch began 
keeping track of natural disasters. To 
date, records of a mountain's past per- 
formance are the only reasonably reli- 
able way to predict future eruptions, 
Adjat says, and his organisation must 
simply wait and see whether the pattern 
of the past 200 years will be repeated. 


If more than one major eruption is to 
take place, Java may be the place to look 
for them. The Indonesian archipelago 
(and the islands of the Philippines as 
well) sits on what geographers refer to as 
the "ring of fire," which includes 128, or 
a third of the world's active volcanoes, 
bubbling up from the junctions of three 
of the tectonic plates which make up the 
earth's crust. 

According to current theory, the 
plates' sudden movement causes earth- 
quakes, while the slower movement of 
one under another melts the lower one, 
by pushing it closer to the earth's hot 
core, creating a pocket of magma, or 
molten rock, which oozes up through fis- 
sures in the upper crust in the form of a 
volcanic eruption. 

Java sits atop two tectonic plates, the 
Pacific and the Indian Ocean plates, 


which are moving perpendicular to each 
other — moving faster and creating 
more magma than plates moving at an 
angle to each other as are the plates be- 
neath most other islands in the ar- 
chipelago, though the Moluccan islands 
also sit above two perpendicularly mov- 
ing tectonic plates. The earth's crust be- 
neath Java is also relatively thinner than 
that under other islands, making erup- 


Bandung resident masked against dust: 
more on the way? 


tions there more 
likely. 

Indeed, 16 of In- 
donesia’s most ac- 
tive volcanoes are on that island, where 
the population density exceeds 1,500 per 
sq. km. At least three of these are poten- 
tially “explosive,” Adjat says. The 
earth’s most recent well-known example 
of an explosive volcano was Mt St 
Helens, in the United States, which 
blasted debris some 15 kms. Galunggung 
itself went through an explosive stage 
about 2,000 years ago, when its eruption 
scattered hunks of rock over the plain to 
its southeast now known as the Plain of 
10,000 Hillocks. The similarity between 
the strength of the two mountains' erup- 
tions, as well as their horseshoe-shaped 
craters, and preliminary analyses of seis- 
mographic data, make scientists think, in 
Adjat's words, that *Galunggung is St 
Helens 2,000 years from now." 

It is dangerous, however, he cautions, 
to extrapolate from one mountain's data 
to make predictions about another. Vul- 
canology is a fairly new scientific discip- 
line, and much remains to be discovered 
about why and when volcanoes erupt, 
“Each mountain has its own personal- 
ity,” Adjat says, and the best way to find 
out when one will go off is to hold a seis- 
mographic “dialogue” with the peak. 
The Vulcanological Survey has over 30 
observation posts around Indonesia, lis- 
tening and replying to signals sent by 
peaks considered among the most likely 
to go off. 

Unfortunately, however, as human 
personalities are not р neither 
are volcanic ones. g's erup- 
tion (like that of St fel | took vul- 
canologists by surprise — Mt Merapi, 
close to Jogjakarta in Central Java, was 
considered the next likely candidate for 
fireworks. The Vulcanological Survey has 
set up several other observation points, a 
few around peaks considered calm but 
dangerous because, though less likely to 
erupt, perhaps, than others, they are 
near major population centres and 
would bring on corresponding disasters 
if they did happen to go off. 

Galunggung hints at the scope of de- 
struction possible if more than one 
major eruption — apart from the In- 
donesian archipelago's average one 
minor eruption per year — were to erupt 
in succession during the next 20 or so 
years. So far, 28,000 people have been 
displaced from the peak's once-fertile 
slopes. Ash deposits more than a few 
centimetres thick can mean the soil loses 
fertility for 20-200 years. A 30-40% loss 
is expected on standing crops in the area 
affected by ash fall, while a third of West 
Java's freshwater fish production, for- 
merly farmed in the area, is an almost 
total loss. And if records from the past 
200 years are correct, there may be 
worse to come. —SALLY BACHMAN 
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Exporting is never easy. But 
with expert back-up, and detailed 
knowledge of your market, it can 
be made a little easier. 

Barclays Bank can do that. 


THE CORNERS OF THE 
EARTH. 


Barclays is a truly international 
network, with over 5,300 branches 
across 84 countries. Every one is 
staffed by people who really know 
what's happening in their market. 

People whose local contacts 
give a balanced picture of market 
conditions. Whose local intro- 
ductions cut through red tape. Who 
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AUSTRALIA, CHINA, FIJI, HONG KONG, INDONESIA, JAPAN, KOREA, MALAYSIA, NEW ZEALAND, PHILIPPINES, SINGAPORE, VANUATU. 
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can supply full local document- 
ation. Who can give you the details 
on local factors - like currency 
regulations. And of course, who 


speak the local language as well 
as yours. 


THE CORNER OF THE 
STREET. 

But Barclays Bank's А 
international service begins in 
your own country. Close at hand, 
you'll find a branch that can give 
you the kind of 


world-wide A8 BARC 
picture that only T E [wan ж 


1ternationa. 
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having people on the ground in 
every corner of the earth. 

And as you'd expect from a Е: 
world-wide bank with total assets | _ 
of over US $93 billion (as at 1 
December 31,1981) Barclays is 
second to none when it comes to 
arranging export finance, and p" 
noted for particular expertise in 
the key areas of foreign local 
currency finance. 

So whatever your interest in 
exporting, talk to Barclays first. 

———— They will 
H WW: \ 4 help you 

ираг соте in from 
| the cold. 
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CANON INC, TOKYO, JAPAN For further information, please contact 
Hong Kong Jardine Marketing Services Ltd. P.O. Box 30748 Tel. 5-7909011 Taiwan Ability Enterprise Co., Ltd. Taipei Tel. 5213366 Singapore Canon Marketing Services Pte. Ltd., Tel. 273-5311 
Malaysia Guthrie Sendirian Bhd. (Guthrie Trading) Selangor Tel. 573344 Indonesia P.T. United Charripion P.O. Box 2198/Jkt. Jakarta Tel, 412508, РТ. SAMAFITRO Jakarta, Tel. 356621  Thailanc 
FMA Corporation Ltd. Bangkok Tel. 233-4245 Philippines Datagraphics Inc. P.O. Box 1524 Metro Manila Tel. 85-50-11 


Sri Lanka Metropolitan Agencies Ltd. Colombo Tel. 598706 India 
Chowgule Industries Private Limited, Bombay Tel. 231182 Pakistan Paramount Business Machines Ltd., Karachi Tel, 513830 Nepal Commercial Enterprise (P) Ltd. Р.О. Box 148 Kathmandu 
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No Malay monopoly 

The gross exaggerations of ‘Concerned 
Malaysian’ [Letters, REVIEW, Oct. 29] 
cannot go unchallenged. We have often 
seen this sort of exaggeration, which can- 
not stand up to examination but which can 
so easily charge the emotions. If the writer 
cared to check the fact he would have 
found that Malay placements in Malaysian 
universities come up to only 55%. How 
can that be a “near y," as he 
stated? . ; 

Similarly, on recruitment into the 
armed forces, police and government ser- 
vice, he would have found that the brutal 
truth is that Chinese are reluctant to join 
the armed forces and police. Malaysian 


Chinese Association leaders in the past 


have tried to get more Chinese to join 
these services. y even went to the ex- 
tent of getting the forms for them to sign 
up. But the response was abysmally poor 
— and all who responded wanted to be of- 
ficers or inspectors. 

The callous disregard for truth and vio- 
lent display of prejudice shown by *Con- 
een Malaysian' contribute to the feel- 
ing of separateness am Malaysians. 
Thank God, we have leaders like Prime 
Minister Datuk Seri Mahathir Mohamad 
and Datuk Lee San Choon who have the 
vision and the drive to pursue their goals 
— though those goals may not be satisfac- 
tory to all races in so far as their personal 
aspirations are concerned. 


Ulu K А 
Malaysia 
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The coup that wasn't 

I was disappointed to see your otherwise 
excellent coverage of the Hongkong prop- 
erty market crisis [REVIEW, Nov. 26] 
blemished by self-serving, smug little 
quotes from past issues showing the 
reader how your brilliant journalists had 
been forecasting this all along. Fine. Now 
why don't you balance the account and in 
your next feature on the Chinese Govern- 
ment include a collection of David 
Bonavia quotations from his February ar- 
ticle on the coup which toppled Deng 
Xiaoping. 
Nanjing 


Elliott under fire 


Richard Hughes’ column [REviEW, Oct. 
15] on the opium wars and the cousins El- 
liot seemed to evidence a certain arro- 
gance in several spots. For instance, the 
"surprise victory . . . brilliantly achieved" 
by Capt. Charles Elliot: what is so surpris- 
ing about a couple of British frigates run- 
ning circles around antique Chinese war 
junks and avoiding damage from the Ming 
age و‎ The choice of words in 
two phrases also caused me to won- 
der what Hughes' view of the opium war is 
coloured by. Most view the war — fought 
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KARL EIKENBERRY 


by the British against a country not really 
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capable of defending itself at the time and 
not desirous of increasing its contact with 
other nations to begin with — distaste- 
fully. The REVIEW itself referred to it as 
“the least admirable war fought by a then 
imperial Britain.” To say that Elliot “set- 


tled for cession of Hongkong" implies that ` 


belies the luus | inequality 


One final question: in Robert Delfs 


Letter from Dese «Анаш Nov. 12] 
he mentions that to get to Harbin one 
must travel “three Bs Жасы to the 
west." On my map, Harbin is to the east of 

acm 






Daqing. 
ө “West” should haye read “east.” jo 
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All is not 4 a) age’ 
[RE p 29] сет if nothing 
9 . 29] andicates, if no 

else, that everything is not well in the 
highly politicised Bangladesh army. Your 
correspondent tried to make the reader to · 
believe that there was no difference be- 
tween Lieut-Gen. H. M. Ershad and 
Maj.-Gen. Abdur Rahman, but if that is 
so, why did Ershad caution his men to 
watch Rahman when Ershad was in Saudi 
Arabia in May? Why did Lieut-Col M. 
Salimullah have to be sacked? Many army 
officers believe that Salimullah was a 


scapegoat because Rahman was too hot to 
` handle. ; 


. Your correspondent's theory that the 
army leaders are united under the influ- . 
ence of religious leader Moulana Farid- 
puri is also a myth, as can be proved by 
two instances: he supported Abdus Sattar 
during the presidential election and, sec- 
ondly, another top army man, Gen. Shaw- 
kat (himself a follower of the same religi- 
ous leader), had to leave the army and 
take up a diplomatic assignment abroad. 
Everyone in this country is waiting to see 


who elbows out whom in the Bangladesh — - 


army and when. 
Dacca 


Setting the limit 


The removal of a passage in the course of 
editing altered the sense of one рагаргај 
of my article Creditors in 
[REviEW, Nov. 5]. The sentence stating 
*that Manila has already borrowed close to 
half of its International Monetary Fund 
quota, and thus this year's 50% borrow- 


AKRAM HOSSAIN - 
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ing brings it close to the limit, re- — 


fers not to the standby credit but the com- 
pensatory-financing facility, which has an 
annual Preis limit of 50% of the 
quota with a total maximum outstanding 
of 100%. Thus it is the compensa 
ity which edges towards the IMF limit, not 

the standby credits as implied. 
Manila GUY SACERDOTI — 
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English rhymer Thomas Dibdin once wrote of a 
"snug little island/ a right little, tight little is- 
land." The country he had in mind was England 
in the early 19th century but the description 
might apply equally well to Taiwan in the early 
A . As economic and social conditions have 
improved, the government of President Chiang 
Ching-kuo has shown a willingness to experi- 
ment with democracy, cautiously widening the 
Scope of political participation. Regional Editor 
David Jenkins examines this phenomenon and, 
in a separate article, looks at some of the men 


who might play a key leadership role in future years. In an interview, 
Chiang rejects Сет that Taipei has been inflexible on reunifi- 


cation. Pages ; 


Cover photo: Government Information Office, Taipei 


8 
Thailand tames unruly farmers by 
offering more cash for rice but 
further rumblings in the streets 
Could produce political changes. 


Page 8 

A new controversy erupts in 
Manila after the government 
shuts down an opposition paper 
virg arrests 10 people linked with 


Page 10 

Islam was the key issue in a by- 
election won by Malaysia's ruling 
National Front coalition. 


Pages 15-16 

The Asian Games gave India con- 
siderable prestige and a chance 
of hosting the 1992 Olympics — 
but estimates of the cost are 
RO staggering ргорог- 
tions. 


Regional Affairs 


Thailand: Tide of dissent 
Philippines: Trouble at the forum, —— 
Malaysia: Putting up a good front —— 
Sports: An eye on the Olympics 

The games Asians play 
South Korea: The eye of Chun's 

nem ee eS EAT EES 9 
Foreign relations: The story of O —— 
Nepal: A nod to the opposition 
Hongkong: No room for experts 
Cover story: Taiwan's politics of 

DroBpene oA ай 

Interview/Chiang Ching-kuo: Spoiled 

wine in a new bottle 32 


The shoes of the strongman will be 
НКЮ 7 — — 


Page 17 
Opposition to a |I 
new law on dis- 
closure of wealth J 
їп South Korea 

forces President 

Chun Doo Hwan K 
to compromise. 


Page 18 

What started as an accusation of 
sexual abuse has become an in- 
ternational incident between 
Washington and Pyongyang. 


22 
Hongkong's textile manufactur- 
ers are upset about a reshuffle 
among trade officials which, they 
feel, proves it does not pay to 
know the job too well. 


Pages 42-43 
The world recession catches up 
with Indonesia's plans. 





Business Affairs 


Economies: Indonesia comes into 

the cold 

Time to slide the halt 

Pacific quicksands in Tonga 

Deeper into deficit in Manila 

The peso under pressure 
Currencies: High noon for the won —— 
Trade: The US-Japan chasm 

widens . — 

Sacrifices must be offered 

Getting to the point 
Banking: Funds for Malaysia's 

Sol eben EEE TE 

Let the Hongkong saver beware _ 
Finance: Mao's fast bucks in 

Hongkong 









Page 44 
Natural 
needs help to prop up its econ- 
omy. 


disaster-prone Tonga 


The Philippine economy runs into 
further trouble as a sharp rise in 
the balance-of-payments deficit 
reduces chances of an early re- 
covery and the peso continues its 
decline. 


Page 47 
South Korean e 


Pages 

The threat of a trade war con- 
tinues to dog a to smooth 
economic relations between 
Japan and the United States, with 
Japan facing the prospect of hav- 
ing to make a sacrifice to appease 
Washington’s moves towards 
protectionism. 


Page 58 
Malaysia finalises plans for its 
first Islamic bank. 


Page 61 

Hongkong investors in troubled 
deposit-taking companies will 
face cold comfort from the gov- 
ernment if the crunch comes. 


Page 68 

One failed Hongkong company's 
bank creditors say the govern- 
ment should have stopped the rot 
developing. 
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.. to go to New Delhi 


Mala Prime Minister 
: Dat Seri Mahathir 
Mohamad has fired the first 
shots in an Asean campaign to 
have Prince Norodom 
Sihanouk — president of the 
Democratic Kampuchea coali- 
- tion — address the non-aligned 
— summit in New Delhi in March. 
! *We feel Sihanouk has the 
ight [asa founding member] to 
talk at the conference. We are 
not applying pressure [on 
. India] but are merely stating 
"what we feel... -woare press- 
ing that he should be-given the 
сау, 249268, speak, p 
athir said during a visit to 
Bangkok last week. ; 
The Cambodian seat in the 
movement has re ained va- 
cant since the 197 summit in 


ian 


Havana when Çùba en- 
gineered the removal of Demo- 
cratic Kampuchea, then run by 


the Peking-aligned Khmer 
, Rouge. The campaign, backed 
also by Singapore and In- 
donesia, is likely to gather 
momentum in the coming 
weeks — JOHN McBETH 
Asian Games spark 
Sino-Indian row 
India has cancelled a three- 
delegate mission to Peking be- 
cause of a diplomatic. row 
which began at the closing 
ceremonies of the Asian 
Games in New Delhi. During 
the ceremonies on December 
4, India sponsored a troupe of 
dancers from Arunachal 
Pradesh, an area along the 
Sino-Indian border claimed by 
both India and China. China’s 
official Xinhua newsagency at- 
tacked India's staging of the 
event on the grounds that it was 
an attempt to legitimise India's 
“Шера!” claim to the territory. 
India's cancellation of the De- 
cember 11 mission, which was 
to attend a memorial function 
in honour of an Indian doctor 
who spent much of his life in 
China, was in retaliation for 
the Xinhua attack. 
India's move casts a shadow 
over the third round of Sino- 
` Indian border talks slated for 
- January 1983 in Peking be- 
cause an Indian Foreign Office 
|. . Official was to accompany the 
ri mission to fix a date for the 
|. January talks. However, the 
` Foreign Office said a date for 





—— 


the border talks would be fixed 


through other channels and 
that India would be rep- 
resented "appropriately" at the 
memorial function for the In- 
dian doctor. — MOHAN RAM 

and SALAMAT ALI 


South Korea arrests 
eight school teachers 
Eight secondary school 
teachers in the southwestern 
port city of Kunsan were ar- 
темей оп December 8 and 
charged with violating South 
Korea's strict National Secu- 
rity Law, an offence for which 
they could be sentenced to 
death. The eight, who all 
worked at the same school, 
have been accused by police of 
seeking to form a terrorist or- 
ganisation for the purpose of 
violently overthrowing Presi- 
dent Chun Doo Hwan's gov- 
ernment and setting up a com- 
munist state modelled after 
that of North Korea. Three 
other teachers are being ques- 
tioned in connection with the 
case. 

Human-rights groups and 
the country's powerful church 
organisations have been quick 
to take up the teachers’ de- 
fence. Spokesmen for the 
groups said the case has been 
"seriously overblown” һу 
police and that no weapons or 
plans for any type of insurrec- 
tion were found at any of the 
teachers meeting places or 
homes. | — THOMAS CHESSER 


South Korean MPs to 

discuss aid in Japan 

A delegation of more than 50 
South Korean MPs goes to 
Tokyo on December 20 to 
press for an early resolution of 
the US$4 billion capital aid re- 
quest from Seoul. 

The occasion will be a ses- 
sion -of parliamentarians’ 
unions of the two countries, 
which had been postponed 
since September because of the 
Japanese textbook row. In a 
gesture indicating — Japan's 
willingness to break the aid-re- 
quest dedtllock as well as its 
backing the conference, Prime 
Minister Yasuhiro Nakasone 
and former prime minister 
Takeo Fukuda will appear at 
the two-day meeting. The par- 
ticipants will also examine the 
textbook controversy, focusing 
on ways to repair the damage 
that the revision of texts has 
done to bilateral relations, 
soprces said. — SHIM JAE HOON 


© ' к. al б гь 


BUSINESS 


India and Vietnam 
sign a trade deal 


India and Vietnam have signed 
В. his protocol for the ex- 
nge of goods worth £6 mil- 
fion US$9.8 million). All pay- 
ments will be in freely converti- 
ble currency mutually agreed 
upon. India's exports will in- 
clude caustic soda, cotton yarn, 
insecticides, spares for textile 
machinery, antibiotics and in- 
dustrial chemicals. Vietnam 
will sell India cement, rubber 
and cashew kernels. 
— MOHAN RAM 


Bangladesh's economic 
growth slows to a crawl 
According to the annual report 
of Bangladesh Bank for fiscal 
1981-82 (ended in June) the 
country’s gross domestic pro- 
duct rose by only 0.9% during 
the year as against 6.1% the 
year before. It said the econ- 
omy experienced severe strains 
during the year because of “in- 
ternational recession, volatile 
exchange rates and high rate of 
interest in world markets which 
was compounded by drought, 
untimely rainfall and pest at- 
tack at home." 

— S. KAMALUDDIN 





Malaysia's largest privately 
owned mining company, Kil- 
linghall Tin, is to purchase 
Malayan United Industries’ 
(MUI) 22.9% stake in South- 
ern Banking for M$41.2 mil- 
lion (US$17.5 million) in cash. 
The Malaysian authorities in- 
sisted оп МОГ divesting its 
holding before it could be al- 
lowed to buy Kwong Lee Bank 
(REVIEW, Nov. 11). Killinghall 
Tin's major shareholder is 
Ramuda, a company control- 
led by members of the Selangor 
royal family, which already 
owns 12.5% of Penang-based 
Southern Banking. Dato’ 
Khoo: Kay Peng’s MUI group 
stands to make a capital gain of 
М$25.1 million on the sale. 

— JEFFREY SEGAL 


South Korean investment 
— win some, lose some 

This year has not been a very 
good one for foreign invest- 
ment in South Korea. Control 
Data pulled up stakes, Dow 
Chemical, the country’s largest 
foreign investor, sold out and 


there were widely publicised 
labour disputes at Wuonpoong 
Industrial Co. in Seoul. Two 
companies, however, Johnson 
and Johnson of the United 
States and Fanuc of Japan, 
have decided that the invest- 
ment climate is not all that bad 
and are seeking 50-50 joint 
ventures with South Korean 
partners. Neither comffany will 
disclose investment specifics 
until final details are approved, 
but Johnson and Johnson is 
seeking to set up a cosmetics- 
manufacturing company with 
Dong Ah Pharmaceutical and 
Fanuc is involved in the final 
stages of a deal with Seoul's 
Kolon Group, which hopes to 
become South Korea's first 
manufacturer of industrial 
robots. | — THOMAS CHESSER 


Patemo tells US firms 

to stay in line 

Assemblyman Vicente Pater- 
no, former Philippine іп- 
dustry minister, has adwised 
United States investors not to 
count on preferential treat- 
ment in the Philippines any 
more. He told the American 
Chamber of Commerce re- 
cently that only 5% (or those 
above 50 years old) of the total 
population have first-hand ex- 
perience of World War II when 
Filipinos and Americans 
fought side by side; 15% (those 
between 36 and 50), most of 
them leaders of government 





Patemo: old links vanishing. 


and business, have no similar 
attachment to the US. Paterno, 
known as “Mr Investment Re- 
gulator" when he was industry 
minister and Board of Invest- 
ments chairman, warned Ame- 
rican businessmen that if they 
do not exercise corporate re- 
sponsibility voluntarily this 
would be enforced on them by 
legislation. —LEO GONZAGA 
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£ egotiating 
| sit poli authorities for 


‘| legislation wa: 
a as been quietly ound out market sca da 
countries of the Asian 


ication to joi the 
a-ba ed lender. Source 


nsizins 
until at least 1988, in view of India’ eal dit Send "i > 
intention to borrow from the bank | _ 
'ithin the next few years and the 
| Strain this borrowing will place on - 
| ADB resources. However, more... | 
sensitive will be the issue of ‘Taiwan, 
a charter ADB member. The ADB 
| itself says it is unaware of China's 
moves. і 


, have come | ANONYMITY INC. p 
— this timê. Foreign bankers in Seoul feel the | potential rei 
government has not fulfilled its | and West Asian ai 
promise to start reforming the | led intelligence s 
country's financial sector this year. | that the destinat 
i POM press No.4 | Ata December 13 session ofthe. | Iran. The terms of the de aren 
ch the same way as ` ‘national assembly" s financë . р уе! known. : 


AFGHANISTAN -INDIA | against the arrest of opposition још 
Alghan ‘authorities denied reports by a | Sikh leaders rejected an offer of. fresh talks | and church people; it was reported. 
"West European human-rights group that | wi Th гї ked | Kangleon, detained on 
Soviet and Afghan troops burned 105 people ihar state to recon der a controversial press | admitted that he was ат 
to death: (Dee. 11). About 100 insurge “control law enacted in August (Dec. 10). The: i É 
i п | government called off the planned visit of an 
| unofficial delegation to China because of a | 
row following a performance of Arunachal 
Pradesh dances at the Asian Games closing 
-ceremonies (Dec. 11). A curfew was clamped 
-on Baroda, in Gujarat, because of Hindu- 
re | Muslim violence. India will not invite: Cam. 
cilled in учы Soviét а airra weste bodia to the non-aligned summit meeting to 
Herat province, Western diploma arces | be held in March in New Delhi, a governo d 
in Islamabad said (Dec. 14). E rs фы said (Dec..13). 


| JAPAN 
King Hussein of Jordan started an official | 
y j visit: (Dec. 9). 
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‘the northeastern Khon Kaen 
began pouring into Bangkok 
Jecember 6 to protest against the ex- 
of their rector's term. Bangkok 


S maintained that the extension | 
Tangsubutr's term was а deci- 


rector, Satisfied, 


Khon Kaen 


ty council and the gov- 


+ | some time to come. On December 7, mili- | 





| on April 21, the senate 


to sit in joint session with ! 


| except on ceremonial matters. With th 
| proposed amendments, these clauses may 


be allowed to remain in effect. The 301 
lower house members would also obtain 


something from the compromise — a par- | 


tial return to the 1979 electoral voting sys- 
tem which some parties have sought. 


S: ince the principal objective ofthe four- 
year-old constitution — which is sup- 
ported by the senate and major parties 
comprising Prem's coalition — is to pro- 
mote future parliamentary stability by 
strengthening the party system, the main 


requirement that voters poll fora slate of: 


ЕЕЕ 
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аве MPs woul 
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under way, e Prem a appears prefer 


: Trouble at the fo 


Marcos orders the arrests of the editor and nine - 
others connected with an opposition ipo 


By Sheilah Ocampo 


| Manila: The issue of press freedom — ог, 
1 some would argue, press licence =- has 
соте to the fore again in the Philippines 


and looks set to stay in the headlines for 


tary. authorities arrested Jose Burgo 


editor and publisher of the tri-weekly ta 


loid We Forum, and nine of the pape 
ontributors and staffers.. During t 








to follow the original game-plan of allow- 

ing parliament to run its full term until 
April and then calling elections within 60 
days. 

Analysts, however, do not rule out the 
possibility that an extraordinary session 
may be called. — and constitutional 
amendments adopted to allow for a se- 
nate-lower house compromise — if more 
troubles surface in the weeks ahead. 
Another gossible change which cannot be 
ruled out of this pre-election scenario is 
the replacement of the current coalition 
by a non-partisan Bay 0) administra- 
tion which would ensure t the govern- 
ment remained imp: ‘in the run-up to 
the elections. This controversial proposal 
has beer made by some of Prem's 
academic and military advisers. 

The three major parties. now forming 
the. government — -Action Party 
(SAP), Chart Thai and Democrat — pour 
scorn on this idea. Some analysts hold that 
Prem is unlikely to endorse the move as it 
would alienate him from the parties whose 
backing will be crucial if he is to be instal- 
led for another term after the elections. 
But much will depend on whether the par- 
ties can keep their rivalry within accept- 
able mits during the election campaign 
and prevent it from deteriorating into 
open inter-party conflict. such as de- 
veloped in the rice-farmers' protest. 





While there is no doubt that the farmers 
had a good case in demanding a higher 
paddy support price — the original Baht 
3,000 per kwien is about Baht 150-200 
below cost for mechanised farmers in the 
Central Plains — it is equally clear that 
Chart Thai was instrumental in instigating 


the farmers’ protest in Suphan Buri, a 
rice-producing province 169 kms north of 
Bangkok which has traditionally been the 
stronghold of Chart Thai secretary-gen- 
eral Banharn Silapa-archa. { 

Designed primarily to discredit the 
SAP's paddy-price stabilisation scheme, 
the Chart Thai ploy brought a barrage of. 
angry protests from the SAP's leader, 
Kukrit Ргатој: As the row deepened, 
Prem had to intervene. During a routine 
weekly cabinet meeting on November 30, 
Prem delivered a lengthy lecture remind- 
ing his ministers that, among other things, 
they had taken an oath before assuming 
office in December 1981 to work harmoni- 
ously and selflessly in the national in- 
terest. 

Kukrit's reaction to the paddy-price 
issue probably stemmed from the SAP's 
memories of a sharp Wrangle with Chart 
Thai over an oil dealowith Saudi Arabia 
which led to its departure from Prem's 
first coalition in Marchlast year (REVIEW, 
Mar. 13, 81). These'attempts to under- 
mine political opponents are nothing new. 
Chart Thai mounted а publicity blitz simi- 
lar to the paddy-prive protests in 1980 
when it urged sugar-cane planters in Kan- 
chanaburi province, west of Bangkok, to 
demand a cane support price substantially 
higher than that set by the then SAP- 
dominated economic team. 
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In addition to the subversion charges, 
Burgos will be facing criminal libel suits, 
seeking about P40 million (US$4.44 mil- 
lion) which have been filed by three of 
Marcos’ former comrades-in-arms and 
two military-related organisations. These 
suits, the reports said, stem from a series 
of articles published by We Forum which 
“questioned awards and decorations won 
in combat by Filipino fighting men in 
World War П, including President Marcos 
who was the most bemedalled among 
them.” 

The government move against We 
Forum, which is outlined in a 110-page 
prosecution dossier consisting of clippings 
from the newspaper and affidavits submit- 
ted by military officers, was triggered 
mainly by the publication of the series on 
Marcos’ war record entitled "The Other 
Version of. Ferdinand Marcos’ War 
Exploits," written by Bonifacio Gellego, a 
retired. military intelligence officer. Gil- 
lego is also the director of an anti-Marcos 
group called Movement fona Free Philip- 
pines, , headed Бу — controversial 
former senator Raul Manglap us, who is 
based in the US. The Gillego. series was 
published in eight parts. According to 
Burgos’ lawyer, Joker P. Arroyo, the first 
eight sets of documents to be used as pro- 
secution evidence were clippings of Gil- 
lego's story. This reinforces speculation 
that Marcos considered himself dishon- 
oured by the Gillego series. 

Gillego's account challenges other pub- 
lished accounts of Marcos' heroism, in- 
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cluding those in Filipino Heroes of World 
War II written by military historian Ul- 
darico S. Baclagon, and in For Every 
Tear, a Victory, The Story of Ferdinand 
E. Marcos, written by American author 
Hartzell Spence. In his series, Gillego 
maintained that Marcos’ military awards 
and medals — numbering between 28-33 
— were not obtained in the manner de- 
scribed by Baclagon and Spence. 


Е" acts of courage, Marcos was recom- 
mended for the US Congressional 
Medal of Honor via a telephone message 
made from Corregidor by Gen. Jonathan 
Wainwright, who took command of US 
forcesinthe PhilippinesafterGen. Douglas 
MacArthur was ordered elsewhere, the - 
books assert. However, in the confused 
state of affairs just prior to Bataan's fall, 
the message was lost. It was not until 16 
years later, om October 16, 1958 — long 
after the deaths of Brig.-Gen. Mateo 
Capinpin, Marcos’ Bataan commander, 
and Wainwright — that the Armed Forces 
of the Philippines decided to confer on 
Marcos the Philippine Medal of Valour in 
lieu of the US medal. 

Gillego pointed out what he says are in- 
consistencies in the Spence and Baclagon 
accounts which, he says, are based on the 
same source —.an affidavit written by à 
Capt. Aurelio Lucero on June 14, 1946. 
This document was said to be a recon- 
struction of a verbal order given b n- 
pin recommending Marcos to VL. 
for the US award. 


Gillego also questioned in his series why 
it took 16 years for Marcos to get his 
Medal of Valour and why, as he alleges, it 
took another five years before Marcos re- 
ceived 11 more of the 33 medals he holds 
for his war activities. 

Gillego was not the only one who wrote 
about Marcos’ war exploits in We Forum. 
Ernesto Rodriguez, a retired newspaper- 
man and a We Forum columnist, had ear- 
lier written an article on the same subject 
and, in two more recent issues, Tomas 
Boquiren contributed a piece entitled 
"Heroes and their war exploits.” 

A government press release stated: 

"Those being charged [with] subversion 
are involved in a conspiracy to mount a 
drive to discredit 
the president, expose him to ridicule, 
undermine the people's faith in their 
leader and pave the way for his assassina- 
tion and the forcible takeover by opposi- 
tion leaders." An affidavit by a military in- 
telligence officer linked We Forum with a 
conspiracy “villifying the president and 
«he system of awards and decorations in 
the Armed Forces of the Philip- 
pines." 

Apart from Burgos, principal figures 
charged were moderate oppositionist 
Francisco “Soc” Rodrigo, a former sena- 
tor who writes a column highly critical of 
Marcos and the government; Salvador 
Roxas Gonzales, a college professor and 
columnist; Armando Malay, a retired col- 
lege dean of the University of the Philip- 
pines and a columnist: Rodriguez. and We 

. 








Also arrested, but q 
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symbolic importance for both Umno and 


{the PI, which are locked in a struggle for |. 


legitimacy as the true champions of Islam 
in the country. Trengganu is particularly 
important because it is the new PI base, 
with the fiery orator Ustaz Abdul Hadi 
Awang leading the national PI to a more 
radical Islamic position. In October, 


| young Turks associated with Hadi chal- 
| lenged the president of more than а de- 


cade, Datuk Asri Muda, and forced his 
resignation, creating a crisis (REVIEW, 
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"he РІ, at that time under the leadership 
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ISTHE MOST EFFICIENT NEW 
JETLINER FLYING TODAY 


With fuel savings of up to 47%, the Boeing 757 can keep Southeast Asian airlines a step ahead of rising 
fuel costs. Š 

The 757 is equipped with quiet, fuel-efficient engines. It's built with advanced, lightweight materials. 
And it features computerized flight controls for the most economical operation of the aircraft. 

The new generation 757 also has a spacious single-aisle design. Overhead stowage compartments are 
large enough to accommodate carryon garment bags. 

And the 757 has the lowest cost per seat mile of any jetliner in its class. It can carry 186 passengers in a 
mixed class configuration and up to 239 all-tourist passengers. 

Fuel efficiency. Advanced technology. Passenger comfort. Add it all up and you'll see why flying will 


continue to be the world's best travel value. BOLING 
Getting people together 
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An eye on the Olympics 
India’s success in staging the Asian Games improves 
its chances of hosting the 1992 Olympics 


By Salamat Ali 

New Delhi: During the 31 years since the 
Asian Games were first held in New 
Delhi, ghe event has grown into a major 
institution. In the ninth games, held once 
again in New Delhi for 16 days until De- 
cember 4, nearly 4,500 sportsmen from 33 
Asian countries — ranging from Japan in 
the east to Lebanon in the west — com- 
peted in 21 disciplines. In the eighth 
games tn Bangkok in 1978, there were 
3,850 competitors from 25 countries. 

This growth in the games reflects an 
eagerness among Asian countries to 
demonstrate national achievements and 
bolster political images. Hosting the 
Asian Games — and thus gaining the pre- 
requisite experience to host an interna- 
tional Olympic event — is also a goal 
eagerly sought by the countries of Asia. 
South Korea has succeeded in its bid to 
hold the Asian Games in Seoul in 1986 and 
wil? then host the Olympics in 1988. And 
India, with the Asian Games behind it, is 
putting in its bid to host the Olympics in 
1992. India is also bidding to host the 
Afro-Asian games next year. 

Although India is not counted among 
the world's top contenders in sports, In- 
dians view this year's games as the begin- 
ning of a new era in sports competition for 
the country. This enthusiasm stems in part 
from India's difficult but ultimately suc- 
cessful struggle to prepare for the games. 
Normally it takes a country with sports 
facilities as primitive as India's five to six 
years to get ready for a sports event of the 
scale of the Asian Games, but India had to 
manage it in two. 

In 1979, Prime Minister Indira Gandhi's 
predecessor, Charan Singh, stalled pro- 
gress on the preparations, id ad that the 
country could not afford the huge expense 
of such a project. No one is certain what 
the preparations finally did cost, but when 
Mrs Gandhi returned to power two years 
ago and said the games would go ahead, 
her political adversaries launched a viru- 
lent campaign against the games, alleging 
that they would be a “monster . . . gobbl- 
ing up Rs 10 billion [US$1 billion]." In the 
absence of official figures, this amount 
was widely accepted as the games' cost to 
the country. 

In addition to building 17 stadiums with 
supporting infrastructure to international 
standards and providing housing and 
other accommodation for athletes, their 
attendants and spectators, the organisers 
had to train 3,000 staffers, most of whom 


had no qualifications for, or experience in, 


running an international sports competi- 
tion. India's overcoming of these hurdles 
was underscored in a back-handed com- 
pliment by an anti-establishment car- 
toonist who quipped: “Amazing! Every- 
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thing has gone off without a hitch. An in- 
quiry commission should find out who is 
responsible and make him run the coun- 
try." 

India's difficulties in getting the games 
started were followed by anxious mo- 
ments during the games themselves. The 
Akali Sikhs (REVIEW, Dec. 10) launched 
demonstrations to draw attention to their 
demand for political autonomy. Ironically 
several of the top Indian officials involved 
with the games were Sikhs. Also the 
Bharatiya Janata Party — the main con- 
tender for power in Delhi Union Territory 
after Mrs Gandhi's Congress party — 
launched three days of politically moti- 
vated protests after it discovered that beef 
was being served to participants at the 
games village. 


ecurity staff at the games were put in а 

difficult position. They had been or- 
dered to ensure that a disaster such as the 
massacre of Israeli athletes at Munich in 
1972 did not occur in New Delhi, but at the 
same time were told not to give com- 
petitors the feeling they were living in a 
concentration camp. The result was that 
the competitors' activities were monitored 
from afar. but spectators were closely 
watched and even frisked. Security men 
even peered into babies’ milk bottles. The 
close watch on spectators was effective in 





deterring large-scale demonstrations in 
the stadiums, though some protesters did 
slip through the net. These were whisked 
away soon after they made their presence 
known. 

Tensions also arose among contending 
teams, some of which represented coun- 
tries hostile to one another. The problem 
first appeared at the inaugural ceremony 
when the Iranians objected to marching 
behind the Iraqis — currently their 
battlefield adversaries — and insisted that 
a man rather than a sari-clad woman carry 
their country's banner. Militant Iranians 
also caused a stir when they raised banners 
attacking Iraqi President Saddam Hussein 
in the games village. Fortunately, the 
games’ organisers had the foresight to 
house the Iranian and Iraqi teams at oppo- 
site ends of the sprawling 133-acre village 
— as they did with the North and South 
Korean teams. The precaution was jus- 
tified by the tone of a statement made by 
Bahram Afsarzadeh, head of the Iranian 
team, on his arrival: “Every Iranian is a 


soldier of Islam whether on the play- _ 


ground or the battlefield.” 

The Iraqis responded to the Iranians by 
avoiding direct competition with their ri- 
vals. In the final pool match of the prelimi- 
nary soccer league, the Iraqis appeared to 
have deliberately lost to the Kuwaitis so 
that they would not have to face Iran’s 
team in the following round. And Iraqi 
heavyweight wrestler Farhan J. Mohamed 
claimed ill health to avoid his Iranian op- 
ponent Sukhte Sarai, who walked away 
with the gold medal. 

Soccer rivalries were no less heated at 
the Asian Games than they are year- 
round in most parts of the world. After 
losing a match with Kuwait, the North Ko- 
reans attacked a Thai referee, sending him 
to hospital. The attack sparked a riot in 
the stadium. North Korea was disqualified 
for two years as a member of the Asian 
Football Federation. 

The oil-producing nations faired best at 
the games in soccer, with Iraq, Kuwait and 
Saudi Arabia winning the three top 
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championships, 


much improved by bringing in the best 


coaches. Kuwait, for example, hired 
Brazilian soccer star Carlos Alberto 
Peraira and more recently brought in two 
more Brazilians as assistant coaches. The 
policy paid off. 

ı Still, East Asian countries came out 
ahead overall. China and Japan fought a 
close battle for first-place, with China for 


. the first time edging out Japan for top hon- 


‘ours. Both teams ended up with the same 
number of medals, 153, but China picked 
ир 61. golds — four more than Japan. 
South Korea — with 93 medals, including 
28 golds, and North Korea — with 57 med- 
als, including 17 golds — were placed third 
апа fourth respectively. 

- Peking officials did not conceal their de- 
light at China's leap to supremacy. As the 
© ames moved to their conclusion, worried 

hinese officials had voiced implicit criti- 
cism of their athletes, indicating that they 
were not doing as well as they could and 
that they should pull up their socks. But, 
with victory complete, Peking’s sports 










world rts 

India also E to crow. about. 
It moved to fifth place overall from 
seventh in 1974, with 57 medals, including 
13 golds. More important than its sports 
performance in the 1982 games was its suc- 
cess in hosting the event. This puts India in 
a strong bargaining position to host the 
1992 Olympics. India’s hopes were raised 
when Juan Antonio Samarnch, president 
of the International Olympic Committee, 
inspecting India’s facilities, noted what he 
called India’s fantastic effort and said: 
“Amongst the seven or eight contenders, 
there is no reason why India cannot host 
the 1992 Olympics.” 

New Delhi has been lobbying for the 
event for some months now. It has already 
invited the International Olympic Com- 
mittee to hold its 86th session in New 
Delhi in March. The committee will be 
given a grand tour of the country's new 
sports facilities and will be lobbied hard by 
the organisers who made this year's games 
in New Delhi a success. 


The games people play 


India paid a premium for Asian Games facilities 
which now are expected to be woefully under-used 


By Mohan Ram 
New Delhi: Now that the Asian Games 


„are over, New Delhi is left with expensive 


sports and tourist facilities it cannot fully 
use. But even a country which provides its 
people with a quality of life ranking only 
85th among a surveyed community of 107 
nations has a right to status and its costly 
And after the multi-billion- 
rupee games extravaganza, India feels 
that New Delhi has emerged on the inter- 
national sports map. 

'The place the Asian Games held among 


India's national priorities and its cost to 


Indians — half of whom live below the 


poverty line — have been debated in- 


tensely. Buta Singh, India's sports minis- 
ter, maintains that total spending on the 
games was Rs 720 million (US$75 mil- 
lion). Most of it. he says. was spent to 
build five new stadiums and to 
renovate 12 existing ones. The 
official cost of the 16-day show 
was estimated at Rs 170-200 mil- 
lion. The. government had allo- 
cated a total of Rs 534 million for 
the games, and the gap between 
that and total expenditure was 
supposed to have been filled by 
earnings from arena advertising, 
advertisements on tickets, ticket 
sales and TV rights sales. 
But the games' real cost ap- 
red‘to soar'beyond official 
gures. The official cost of three 
stadiums — including Asia's larg- 
est indoor stadium — added up to 
Rs 430 million, but the unofficial 
cost is estimated at about Rs 850 
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million. The two other new stadiums and 
renovation of the 12 others may have cost 
more than Rs 100 million. 

The games’ village complex, complete 
with a dining hall for 5,000 and a revolv- 
ing-tower restaurant, cost Rs 390 million, 
according to official figures. In addition to 
these costs were those for seven flyovers 
to provide easy access to the stadiums and 
the games village. These cost Rs 300 mil- 
lion, officials maintain. Some 30 roads 
were also widened and resurfaced. A Rs 
250 million railway was also built in time 
for the games. 

Construction of these facilities was 
feverish and around the clock after the 
government finally gave its consent for the 
projects in October 1981. Cost was not a 
factor. Time was. In the rush to complete 





Üpening ceremonies: what price prestige? 


u teras. As a result, controls 


were lacking. Two flyovers collapsed dur- 


ing construction, and a court at one point 
found that at least seven labour laws af- 
fecting more than 125,000 construction 
workers employed on games projects dur- 
ing the peak construction period were 
being violated. The government claimed 
that it bore no responsibility for the viola- 
tions because the workers, it said, were 
employed by the contractors, not by the 
government. 

More wasteful than the squandering of 
funds on sports facilities and infrastruc- 
ture was the bonanza permitted hotel de- 
velopers. New Delhi has 3,000 luxury- 
class hotel rooms, but the estimated de- 
mand for the 16 days the games were to be 
in progress was 6,700 rooms. India's 1980- 
85 five-year plan did not provide for any 
new five-star hotels for New Delhi, but 
halfway through the plan some 10 new 
hotels — including five five-star establish- 
ments — were being built for the games. 

The hotel development boom has also 
enabled three additional international 
hotel chains to gain a foothold in India: 
the Hyatt, the Meridian and the Sofitel. 
Prior to the boom, only the Intercontinen- 
tal, the Sheraton and the Holiday Inn 
chains had franchised hotels in the cgun- 
try. Of the 10 new hotels planned since the 
decision to host the New Delhi games, 
three were being built by the state-owned 
Indian Tourism Development Corp., which 
gets its finances directly from the же 
тепї. 

Hotels here are usually financed by pri- 
vate investors, public issues or in some 
cases by loans from the government and 
its lending agencies, but the games hotel 
boom has brought a new dimension to 
hotel financing. The Hyatt and Sofitel 
hotels are being promoted by expatriate 


"Indians who have been permitted to fi- 


nance their projects with foreign exchange 
and are to have full rights to repatriate 
profits — which could have been recycled 
in India — to their current home coun- 
tries. 

Another form of financing introduced 
for hotel development is the foreign-cur- 
rency loan, which is being used by the 
Sofitel and Meridian franchise holders to 
help finance construction and other costs. 

also involves a potential 
earnings loss for Indian lending 
institutions. 

The saddest aspect of all in the 
hotel-development story is that 
only 1,300 new hotel rooms of 
the 3,700 additional rooms 
deemed necessary to meet the 
needs of the games were com- 
pleted in time for the big event. 
Most of these were built by state- 
owned agencies, and even these * 
rooms were not filled during the 
games. The other 2,400 rooms 
are not expected to be ready un- 
til mid-1984. This delay has oc- 
curred despite special govern- 
ment action to speed up hotel 
construction. a 
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The story of O 


A North Korean delegate to the UN is still evading 
arrest for alleged rape by claiming immunity 


By Ted Morello 


New York: In a suite at the top of a 25- 


floor luxury apartment building just off 
Manhattan's Park Avenue, a North Ko- 
rean United Nations diplomat is sitting 
out his third month under siege as a fugi- 
tive from United States justice. 

What began for third secretary О Мат 
Chol of Pyongyang's UN observer mission 
as an accusation of sexual abuse from a 43- 
year-old woman has escalated into an in- 
ternational incident. Police in Westches- 
ter County, located immediately north of 
New York City, said the US State Depart- 
ment had taken over the case. “We-aren't 
allowed to discuss it," a police lieutenant 
told the REVIEW. 

At the UN, the US mission is evasive. 
Asked on the telephone to elaborate on 
the US position paper he had presented in 
a UN committee debate on December 10, 
Robert Rosenstock, a junior US delega- 
tion adviser, blurted out “Oh, God!" and 
hung up. The authorities have refused to 
disclose the complainant’s name, and 
there are some unanswered questions sur- 
rounding the identification of O as the as- 
sailant and the timing of attempted arrest 
procedures. 

For these and other reasons, there is an 
undercurrent of scepticism among dip- 
omats — and even in some official Ameri- 
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can quarters — that the case is really as 
straightforward as the US insists. Pri- 
vately, some delegates voice the suspicion 
that, guilty or not, O is being used to bols- 
ter the image of US President Ronald 
Reagan's administration at home and 
abroad as “tough on communists.” 

The US is refusing to issue visas to five 
North Korean diplomats who are waiting 
in Moscow for Washington to clear the 
way for them to take up their new assign- 
ments with Pyongyangs UN mission. 
Chances are they will remain where they 
are until O leaves his sanctuary. Until this 
month, the case has been argued primarily 
in the press and in the UN’s committee on 
relations with the host country, the 15-na- 
tion panel that deals with foreign dele- 
gates’ working and living conditions in the 
US. But on December 9, the issue came 
before the general assembly's legal com- 
mittee, which debated O's case as part of 
the host committee’s annual report. 

In its version, the US cited Westchester 
County police reports to the effect that an 
unidentified woman complained that she 
had been attacked in a park and sexually 
abused “by an unknown male Oriental.” 
Two policemen subdued O, allegedly 
when he tried to flee, and the woman 
exclaimed; “That’s him!" But soon after- 


A nod to the opposition 


The Nepali Congress party, though banned, 
is allowed to hold a national conference 


By Kedar Man Singh 
Kathmandu: For the first time in 26 years 
a major Nepalese political party has suc- 
ceeded in holding a national conference 
— even though party political activity is 
officially banned in the country. That the 
government, after some initial resistance, 
yielded in allowing the B. P. Koirala fac- 
tion of the Nepali Congress to hold its con- 
ference from November 30 to December 2 
is seen as a significant liberal move on the 
part of King Birendra who governs the 
country with a partyless panchayat (coun- 
cil) system in which panchayat members 
are elected under adult franchise. 
Initially the government did not want 
the conference to be held in Kathmandu 
since it was planned to coincide with an 18- 
nation ministerial meeting in the capital 
sponsored by the United Nations to dis- 
cuss aid to the world’s least-developed 
countries including Nepal. It was felt that 
a party conference might have been seen 
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by ministers attending the meeting as evi- 
dence of internal political discord. How- 
ever, after Ganesh Man Singh, a senior 
leader of the conference, threatened to 
hold the gathering in his residence if the 
government refused to permit the use of a 
public hall, the authorities relented. They 
limited the conference’s venue to a single 
public place, however. 

The major reason for the government's 


• тоге liberal attitude was said to be the rise’ 


in recent years of extreme leftwing ele- 
ments, who have been at the forefront of 
anti-government student activities and 
teachers’ bodies and have infiltrated gov- 
ernment-run development programmes. 
Since the banning of party politics in the 
late 1950s, the government has considered 
the former parliamentary parties as a 
major threat to national stability. While 
these parties were being persecuted, it is 
suggested, extremist groups took the op- 





she said she could not identify him. 


ona park outing. When one of the delega- 
tion members identified himself and 
claimed diplomatic immunity for all mem- 
bers of the group, all the Koreans were al- 
lowed to leave. 

It was not until 10 days later that the 
woman picked O's picture out of a police 
photo display of 26 members of the North 
Korean UN delegation. Between then and 
October 3, other witnesses corroborated 
the identification, police said. 


eanwhile, on September 21, a warrant 

for O's arrest on a first-degree sexual- 
abuse charge had been filed ina Westchest- 
er town court. On October 20, a county 
grand jury handed up an indictment, anda 
bench warrant was issued by the county 
court charging O with first-degree sexual 
abuse, menacing and criminal possession 
of an unspecified weapon. 

By then, O had long since taken asylum 
behind the chocolate-coloured brick walls 
of his high-rise refuge. In the flurry of 
notes verbales, official letters and other 
communications from both sides, Ambas- 
sador Han Si Hae, Pyongyang’s perma- 
nent UN observer, avowed O's innocence 
and demanded the removal of policemen 
who, he said, had been posted outside the 
mission. Now, it is said, surveillance is 
being maintained by two detectives as- 
signed to the duty by Westchester district 
attorney Carl Vergari, who has been 
quoted as saying of O: “If he pokes his 
nose outside the door, he'll be arrested.” 

The dispute hinges on the diplomatic 
status of UN observers. Although there is 
no UN charter provision for such re- 


Singh: successful threat. 





portunity to spread their influence clan- 
destinely. 

In recent years, elder. statesman 
Koirala, who died earlier this year 
(REVIEW, July 30), had advocated a re- 
conciliation between the former demo- 
cratic parties and the monarch. This 
prompted extremists’ posters іп 
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presentation, custom gives observer dele- 
tions — among them the Holy See, 
witzerland and both Koreas — virtually 
all UN membership privileges except the 
right to vote. Backed by the Soviet bloc, 
the North Koreans claim full diplomatic 
immunity for O and refuse to hand him 
over to American authorities. The US, 
supported by a UN legal-department 
opinion, insists he has "functional immu- 
nity,” covering only actions peformed 
in the course of normal diplomatic du- 
ties. 

With both sides adamant, the Commis- 
sioner ef the City of New York Gillian 
Sorensen has stepped in as a peacemaker. 
Sorensen, wife of the late president John 
Kennedy's special adviser Theodore So- 
rensen, is New. York City Mayor Ed- 
ward Koch's troubleshooter on problems 
within tge diplomatic community here. At 
one point, Sorensen suggested that a 
meeting — perhaps at Panmunjom — be- 
tween a US State Department official and 
US Army deserter Joseph White, who 
crossed into the North while patrolling the 
Korea Demilitarised Zone in August, 
might introduce a new element in resoly- 
ing the dispute. A few days later, Han 
mentioned casually to Sorensen that the 
five delegates waiting in Moscow. were 
carrying a letter from White to his parents 
in Louis, Missouri. 

oth the US and the North Korean mis- 
sions are shying away from admitting any 
link between O and the White letter. 
There seems to be little relationship be- 
tween the case of desertion against White 
and the sexual-abuse charge against O. 
Nevertheless, diplomats agree that Pyong- 
yang appears to be sending а signal to 
Washington, however cryptic. 
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Kathmandu's streets in recent months to 
denounce *the unity between the fascist 
panchayat and the Nepali Congress." 
Even Mana Mohan Adhikari, the leader 
of the banned pro-Peking Nepal Com- 
munist Party, cautioned that the 
emergence of the extremists was a threat 
to national security, paving the way for the 
government's lenient attitude to the 
Nepali Congress. The government has 
even returned to the Nepali Congress 
property it confiscated 22 years ago when 
the ban on parliamentary parties went into 
effect. The returned property included 
party files and documents. 

Emboldened by the Nepali Congress 
example, other banned parties have 
begun plans for their own conventions. 
The first other party to announce such a 
move was the National Democratic Party, 
led by D. R. Regmi. 

The three-day conference of the Nepali 
Congress unanimously chose Krishna 
Prasad Bhattarai as its acting president 
until a president is properly elected. The 
conference, while opposing the partyless 
‘panchayat system, pledged its loyalty to 
the king and resolved to seek a reconcilia- 
tion between the monarch and the former 
parliamentary parties, which in turn could 
restore à democratic system of govern- 
ment to Nepal. a 
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МҮК does a pretty brisk 
business in containers. In fact we cur- 
rently run 17 container lines all over the world. The usual 
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E Head Office: Tokyo, Japan Ш Hong Kong: N.Y.K. Line (Hong Kong) Ltd. Room No. 2301 Connaught 
Centre, 23rd Floor, Connaught Road, Central G.P.O. Box 3176, Hong Kong Tel: 5-248081/90 Ш Singapore: 
Agent: Borneo Shipping Pte. Ltd. Crosby House, 71 Robinson Road, Singapore 0106 Tel: 2224411 Ш Port 
Kelang: Agent: Borrieo Co., (1975) Sdn. Bhd., 2nd Floor UMBC Bidg., Persiaran Raja Muda Musa Port 
Kelang, Malaysia Tel: 386432 Ш Jakarta: Agent: Р.Т. Ојакапа Lloyd, Sarinah Bldg., 11th Floor, Jalan M.H: 
Thamrin No. 11, Jakarta Pusat, Indonesia Tel: 323008 W Bangkok: N.Y.K. (Thailand) Co., Ltd., 1041 Silom 
Road. Bangkok, Thailand Tel: 233-4377. Agent: Borneo Services Ltd., 1041 Silom Road, Bangkok, Thailand 
Tel: 234-2080 
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he recent elevation of Yasuhiro Naka- 

sone to Japan’s prime ministership and 
subsequent expectations of his adopting a 
stronger line aimed at boosting Japan's 
defence expenditure have served to 
underscore previous public comments by 
President Ferdinand Marcos of the Philip- 
pines reflecting concern over the United 
States' emphasis on an increased Japanese 
military. His doubts have been echoed by 
other nations of East Asia. The victims of 
Japanese military expansionism of around 
40 years ago are nervously wondering if 
the slumbering spirit of Bushido, “the way 
of the warrior,” may be prodded awake by 
US insistence on an increased military role 
- for Japan on the rimland of Asia. 

This atmosphere of concern is an under- 
standable reaction from countries once 
subjected to Japanese military transgres- 
sions. It is also an ambivalent emotion 
since the majority of concerned nations 
currently enjoy close economic contacts 
with Japan. Total industrial investment in 
foreign states by Japan from 1951-82 has 
been US$45.5 billion. Last fiscal year In- 
donesia received US3.4 billion — US$1.1 
billion more than by the US. Other major 
recipients last year were Singapore, 
Hongkong and Australia. 

Other states overrun by Japan in the 
Pacific war have felt the rehabilitating 
transfusion of Japanese trade, economic 
investment and development. These 
funds aided in reconstruction, develop- 
ment of natural resources plus plant con- 
struction and expansion. Is the distrust 
and concern a deep-rooted pain because 
of past injury? Or is it latent chagrin that 
Japan may have obtained by economic 
means, over the past 30 years, those long- 
range national goals it sought with military 
means in the 1940s? 

Whatever the motivation, Japan and 
the US can dispel regional nervousness in 
East Asia by defining their bilateral 
strategic objectives clearly. These defini- 
tions are slow in coming because bilateral 
Strategic studies and the consensus pro- 
cess are still under way. Japan's new gov- 
ernment could move on this issue very 
rapidly — particularly if it is sensitive to 
the growing concern of its neighbours. 

Ample information has been made pub- 
lic during the past three years about 
Japan's formulation of several security 
concepts. These evolving strategies do not 
portend a repeat of the 1930s and 1940s 
and a quick historical review shows why. 
In the 1930s, Japan made attempts to- 
wards economic development and exploita- 
tion in the countries later conquered at the 
outset of the Pacific war. Some inroads in 
trade and. development were made, but 
were limited by local or colonial govern- 
ments in the target countries. 

Since peaceful economic expansionism 
was thwarted by the Western powers, Ja- 

. 





Let the spirit of Bushido slumber оп 


panese military and economic leaders em- 
barked upon a military solution to obtain 
their goals. Initiating the onslaught of war 
in the region, Japan's highly efficient war 
machine toppled each of the nations 
targeted. The vanquished countries were 
administered by the Japanese military, 
augmented by Japanese business bureau- 
crats. In each nation's case, the Japanese 
occupying military administration con- 
ducted itself in an aloof, arrogant and 
often brutal manner that alienated the 
populace. The conqueror's inefficiency 
and callous exploitation caused economic 
collapse in the occupied states. 

This historical review shows that the Ja- 
panese military was very efficient at seiz- 
ing territory about 40 years ago, but 
grossly inept at administering its prizes. 


Maj.-Gen. Moore 
entered the United 
States Marine 
Corps in 1946 as 
an enlisted man 
and was commis- 
sioned in 1951. He 
served in the Ko- 
rean and Vietnam 
wars and has 
taught at the US 
later servi ty Di versa 
ater ng as rector/Opera- 
tions on the US pur Leste of Staff. In 
July 1980 he was named chief of staff of 
US forces in Japan, a post he held until 
his retirement this year. He is now head 
of Pacific Strategic Research Enter- 
prises, a California-based firm advising 
clients on international security issues. 





The attempted military solution to long- 
range economic goals was a disastrous fail- 
ure resulting in catastrophic consequences 
for Japan. Post-war economic success pur- 
suing the same long-range goals provided 
a sound lesson. in the misuse of military 
power — a lesson not lost upon the astute 
Japanese. 


Te current emphasis placed on improv- 
ing the quality of Japan’s Self-Defence 
Forces (SDF) should not conjure up 
ghosts of Bushido warriors rampantly pil- 
laging East Asia. The spectre of an expan- 
sionist Soviet Union is a more ominous 
reality. The steady, qualitative upgrading 
of the SDF and the political atceptance of 
this improvement by the majority of Ja- 
panese is due to concern about Soviet ex- 
pansionism and the Soviet use of military 
power for political intimidation. The 






Soviet reinforcement of garrisons in the 
disputed Kuril Islands plus the tendency 
to treat portions of the Sea of Japan as a 
Soviet lake are security factors that focus 
Japanese attention on Northeast Asia. 

Despite increased awareness of the 
ominous presence and capabiliti& of its 
Soviet neighbour, Japan has not em- 
barked on a massive rearmament pro- 
gramme. Far from it: Harahiro Fukui, po- 
litical science professor at the University 
of California, Santa Barbara, points out 
that Japanese leaders and thar con- 
stituents have not supported an increase in 
the SDF in the past 20 years. 

With all the public discussion of a grow- 
ing military role in Japan, Fukui indicates 
that force levels of the SDF are roughly 
the same as they were in 1958. The 
amount of gross national product used for 
defence was 1.78% in 1958 compared with 
0.9% this year. In a poll taken by The 
Tokyo Shimbun on June 28 this year, only 
18.995 of the Japanese polled believed 
Japan's current defence power should be 
increased — 54.7% said the 1% ceiling on 
GNP allocation for defence should stay. 

This poll and others taken in the recent 
past, and indeed Nakasone’s December 9 
announcement that the 1% GNP alloca- 
tion limit would remain, do not reflect a 
burgeoning fervour towards hot-eyed 
militarism. However, polls and elections 
over the past two years do reflect a grow- 
ing awareness of Soviet threats to intimi- 
date Japan. There is a realisation of the 
need to upgrade the quality of the defence 
forces and to assume a more responsible 
role in regional security. 

What should be the security role for Ja- 
panese forces during the 1980s and 
beyond? More important to nervous neigh- 
bours, what are the geographic boundaries 
for this role? The term “regional defence” 
must be clearly defined. Leaders in 
Southeast Asia. аге wondering if re- 
gional defence for Japan does not mean 
the entire East Asian region. Such an in- 
terpretation is geostrategic over-reaction. 

Political attitudes in Japan plus the lim- 
ited military capabilities of the SDF have 
imposed specific limits on the Japanese 
area of security responsibility. These 
limits include the territorial islands and 
adjacent waters in addition to the sea lines 
of communication extending 1,000 nauti- 
cal miles (about 1,150 statute miles) from 
Tokyo. Japan has also initiated studies to 
examine possibilities, within the frame- 
work of the Japan-US security treaty, of 
providing facilitative assistance to the US 
in the event of crisis in Northeast Asia. 

Public statements about Japan's consid- 
eration of adopting the defence strategy of 
sea-line security out to 1,000 nautical 
miles appear to have triggered the alarm 
bells in various capitals throughout East 
Asia. The 1,000-nautical mile sea-lane 
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No room for experts 


The colony loses its most experienced trade 


tiators ina 


reshuffle aimed at breaking up a departmental clique 


By Mary Lee 
t a time when confidence in Hong- 
kong is generally low, the colonial 
government has created a brain drain, 
mouflaged, its critics say, in a general 
rêshuffle of senior posts. Most reshuffles 
meet with little or no public comment be- 
cause the public is often unable to identify 
the capabilities or influence of officials in- 
volved. However, the latest exercise has 
upset textile manufacturers — a powerful 
interest group — because it removes the 
seven most experienced textile negotia- 
tors from the trade and industry depart- 
ments. 

So far, only the top three officials — 
Secretary for Trade and Industry Bill Dor- 
ward and his two directors, Lawrence 
Mills and Peter Tsao — are to be replaced 
as part of changes involving 16 people in 
several branches of government. How- 
ever, four others from the Trade Depart- 
ment — deputy director Justin Y ue, assis- 
tant directors Michael Wu and Michael 
Cartland, and Geneva-based counsellor 
Brian Chau — and one from the Industry 
Department, deputy director Alec 
Purves, are also scheduled to be trans- 
ferred in a further round of musical chairs 
involving 40 officials. 

This wholesale slaughter, as one leading 
textile manufacturer described it, means 
that these two departments will soon be 
managed by "dyed-in-the-wool civil ser- 
vants inexperienced in international trade 
matters." The industry's worries are based 
on the view that Hongkong's tough fight 
against protectionism in the West will be 
considerably weakened when led by the 
newcomers. 

Dorward is to be replaced by Secretary 
for Social Services Eric Ho who, despite 
some experience in trade matters, is consi- 


22 . 


dered by many textile manufacturers to be 
out of touch. Mills will be replaced by a 
New Territories town manager, Hamish 
Macleod (who has been in his present job 
for less than a year) and Tsao by a police 
department bureaucrat, John Yaxley. 
Those left behind, particularly in the 
Trade Department, are said to be relative- 
ly inexperienced. Bitterness over the way 
the professional heads have been treated 
in this reshuffle has reportedly under- 
mined morale, and this could hamper 
future cooperation with the new- 
comers. 

On the textiles front, two major battles 
are over as textile agreements with the 
United States and Western Europe have 
been concluded successfully. But others 
loom — and not just over textiles, industry 
sources said. One immediate task is the 
scheduled review of the complex quota-al- 
location system early next year. “Who is 
going to mastermind it now that the brains 
behind the system are being lopped off?" 
asked one manufacturer. 


his brain drain, industry sources say, 
is deliberate and aimed at breaking up a 
clique which has been running the depart- 
ments. The sources maintain that it is not 
simply a matter of transfers necessitated 
бу the retirement of officials in other de- 
partments or that the trade and industry 
officials have been in their jobs too long 
(averaging seven years) and are therefore 
tired, as government spokesmen claim. 
Indeed, neither Dorward, Mills nor Tsao 
are being posted to jobs opened up by re- 
tirements. 
Dorward is being shunted to New York, 
where he will become trade commis- 
sioner. He was promoted from director to 


МЈ Become regional secretary for di 


Tsao is — 


ісі administration wh 
slotted for the information direc- 
tor’s post. Dorward, his directors 
and their assistants are acknow- 
ledged by both government officials 
and the textile sector to be good at 
defending Hongkong’s trading in- 
terest — perhaps too good, several 
sources said. Their confidence in 
their jobs, some said, is seen as 
arrogance by some of their seniors 
in government. 

The irony, manufacturers say, is 
that the one government depart- 
ment which works well because it is 
not headed by “gifted amateurs” — 
their description of generalist ad- 
ministrative officers — but by pro- 
fessionals (Dorward and his team 
rose from the ranks of trade offic- 
ers) is being reorganised so that it 
conforms to a bureaucratic design. One 
industrialist commented that the slaughter 
has put the department back 25 years: “It 
was back in the 1950s when the then direc- 
tor, ‘Ginger’ H. A. Angus, realised the 
need to create a team of specialised 
trade officers. That has now been broken 
up apparently on purely ideological 
grounds.” 

The injustice of the whole exercise, 
analysts said, is greater towards Непр- 
kong than towards the officials concerned. 
It is bad enough, supporters of Dorward 
and his team argue, that they should be re- 
moved despite their total commitment to 
the job, but it is worse that Hongkong’s in- 
terests should come second to Chief Sec- 
retary Sir Philip Haddon-Cave's old- 
fashioned notion of a colonial administra- 
tive structure. 

Perhaps the greatest irony of this re- 
shuffle is that textile manufacturers them- 
selves will not openly argue in defence of 
Dorward and his team. All requested that 
their comments remain anonymous be- 
cause they did not want openly to criticise 
Haddon-Cave, the brains behind the brain 
drain. 

They have, however, unofficially re- 
quested that the transfer of Yue — de- 
scribed as the works manager of the Trade 
Department — be delayed until next year 
to help ease the newcomers into the job. 
Haddon-Cave is reportedly agreeable — 
in part because a period as acting director 
will, it is hoped, be a sop to Yue, who 
would have good grounds for resentment 
that his junior, Macleod, has been ap- 
pointed over his head. 

The manufacturers’ prudent approach 
could be based on their view that public 
complaints would be pointless given their 
belief that Haddon-Cave — noted for his 
stubbornness — is unlikely to change his 
mind. But this prudence ill-serves the 
cause of both the manufacturers and 
Hongkong. A former director of what was 
then one i looking after trade, 
industry and customs, David Jordan, now 
retired, commented: “Nothing will be 
done unless those people most affected by 
the change, the textile manufacturers, do 
something about it." 
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heir economies are marked by rapid industrial 
growth. And where there is growth there is, inevitably, 
an increasing demand for cement. 

Cementis one of the most versatile materials to be 
found, featuring in every aspect of construction from 
roads to hospitals, factories to houses. 

And wherever there is a need for cement, 
Blue Circle is ready to supply manage- 
ment skills and technology in partner- 
shf with local interests. 

In Nigeria, for instance, Blue Circle * 
enjoys business partnerships which have 
been established for over 20 years. 

These partnerships were an important й 
factor in the realisation of a recently ( 
completed major development scheme ў " 
to improve Nigerias cement 

production capacity. 

With rising oil income and a large | 
construction programme, Nigeria s 
demand for cement has increased 
enormously over the years. 

Our associate company in 

Lagos embarked on a 

project to build a second esses 

works at Shagamu. And 

* nearly 1000 miles inland 

Blue Circle worked together 

with government agencies 

and financial institutions to 

establish a new company 

to design and build not 

merely a new works, 

but a whole township Ж 

at Ashaka. This factory 

is staffed and managed 

by local people who 

were trained by Blue 

Circle. These two 

companies now 
produce 1.6 
million tonnes 
of cement a 
year, and the neighbouring townships 
are thriving communities. 


T: hroughout the world, whenever nations flourish 
t 


Blue Circle first invested in Mexico PARTNERS’ 


as long ago as 1912 inacompany with 

one small cement works. That company has grown to 
operate eight “ўе works and Blue Circle is now a major 
partner in one of Mexico's most significant industrial 
enterprises. 

A successful partnership with Mexico's most 
important construction group has led to the rapid expan- 
sion of cement production capacity in the last ten years 
Further developments are underway which will ensure 
that, despite present temporary financial difficulties, 
Mexico will be able to resume its remarkable growth in 
years to come. This reflects Blue Circles philosophy of 
working together with local people, groups and institu- 
tions to achieve mutual success. 

In Malaysia, where Blue Circle has been working 
for nearly 30 years, we are in partnership with local 
business interests and, with the support of the Malaysian 


government, are contributing to the development of that 
country. 

Probably the most fuel efficient cement works in 
the world was conceived by Blue Circle and has 
recently been completed with technical assistance and 
management support. It puts Malaysia in the forefront 
of industrial and technological development. 

Blue Circle is also a dominant force in Australia 
where, in partnership with one of the country's largest 
and most successful industrial groups, we have 

developed an efficient and successful cement 
manufacturing company with considerable coal 
mining interests. 
Nearer home in Switzerland we have a 
long-standing relationship with one of Europe's 
most experienced cement companies, and 
in partnership with it we are investors in 
several cement works around the 
world, and operate joint cement 
trading and engineering companies 
in the Middle East. 
In Africa, the Americas, 
South East Asia, 
Australasia, in fact the 
world over, Blue Circle 
is working to contribute 
to the world's pros- 
perity, harnessing the 
talents of local people 
with training, technical 
help and manage- 
ment support to create 
thriving new industrial 
enterprises. 
: But such a range of 
international activities doesn't 
mean that Blue Circle 
has neglected 
investment in 
К Ыы, On the 
ontrary. We are 
in the middle 


programme 


y: improve further the efficiency 
9). our UK cement production 
and distribution. 
Another aspect of Blue Circles 
commitment to Britain is its interest in diversifying into 
other areas of industry. An example is our entry into the 
bathroom and ceramics industry through our newest 
subsidiary, Armitage Shanks. 
This is still nowhere near the full Blue Circle story. 
So, if you had no idea just what Blue Circle is 
doing around the world but would like to find out, write 
to John D Milne, Group Managing Director, at: 
Blue Circle Industries PLC, Portland House, Stag Place, 
London SW1E 5BJ. 


Blue Circle 


Working around the world 





When the success of your business 
depends on making the right connections, 
look to the investment banking service 
with connections all over the world. 





High interest rates, volatile 
economies, and the increasing 
difficulty of generating capital have 
made it harder to make your busi- 
ness succeed. Today, more than 
ever before, you need connections 
to get ahead. And Bank of America's 
Investment Banking Group can 
help you make them. 


The valued connections we've 
built over the years make us an 
important resource. 

Our vast global network and 
global expertise, plus our multicur- 
rency finance experience, give us a 
worldwide presence few banks can 


match. Our offices on every conti- 
nent, capable of instantaneous satel- 
lite communication, give us instant 
access to the world's financial 
markets, both public and private 


Our investment banking 
specialists are highly qualified in 
devising and executing complex 
financings as well as financial 
consulting. They know the markets. 
They know the options. Their skill 
will help you make the most of 
every opportunity. Their creativity 
will help you make opportunities 
out of situations you might otherwise 
not have considered. And their 
connections can help turn those 


opportunities into achievements 


Our approach to financial 
structuring recognizes the 
unique demands of every 
situation. 

Traditional financing tech- 
niques are often inadequate in to- 
day's business environment. That's 
why our financial experts design 
each funding package, whether it's 
for $1 million or $4 billion, to meet 
a client's specific requirements. 
We've syndicated loans of all types 
We've structured, managed and 
distributed Eurobond and floating- 
rate note issues to meet our clients' 


special funding requirements. We 
have one of the largest experienced 
leasing operations in the world. 
And in 1981, we were the top com- 
mercial bank in private placements. 
What's more, we can tap the 
full resources of Bank of America to 
create unique funding packages that 
combine investment banking and 
commercial banking instruments. 


Our advisors can guide you 


skillfully through highly complex 


financial transactions. 

Acting in an advisory capacity, 
our investment banking specialists 
have lent their knowledge to a 


broad range of business enterprises, 
both domestic and international. 
We've advised corporations on 
merging, acquiring or divesting 
companies. And we've become a 
leader in project financing. 


Whether you need capital or 
just capital ideas, it pays to have the 


right connections. To find out how e 


to make them, call your Bank of 





America Account Officer, or our 
investment banking specialists in 
Hong Kong, 5 - 2676666, or Tokyo, 
(81)(3) 214-6942. It's the first 
connection to your future 
connections, all over the world. 


Look to the Leader.” 


BANKOF AMERICA H 


Bank of America NT&SA 1982 
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salety. Volvo. 


ar for 19.3 years, its long life leads to 
ignificantly higher trade-in value at any stage. 


0 - while the initial cost of buying the very 
inest of Volvos may be a bit higher, the overall V O ¥ A v, ay 


conomy of owning one is still very sound indeed. 


) According to the statistics of the Swedish Motor Vehicle Far East Ltd, Representative office 

nspection Company. 1123 Ser. angoon road 

Average life expectancy» is defined as the age which half of the Singapore 1232 

ars reach or exceed. Tel: 2836822 
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TWELVE 72 YEARS OLD 
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George Ballantine & Son Limited 


TRAVELLER'S TALES 


e THE Chinese sense of time is popu- 
larly supposed to operate on far longer 
spans than that of most other peoples. I 
remember, back in the 1960s, talking to 
a professor visiting from Peking Univer- 
sity about Mao Zedong's one great 
achievement: the reunification at least of 
the Chinese mainland and the institution 
of a national language. 1 asked (ће pro- 
fessqy how long he reckoned it would be 
before all of China would be able to com- 
municate in the national language, Man- 
darin, or putunghua. “Oh, four or five 
hundred years," he said. 

With such a time scale in mind, we can 
all apparently cease worrying about the 
Taiw&n problem and simply wait for na- 
ture to take its course. John McPhee 
wrote in a recent edition of the New 
Yorker magazine about the huge geolo- 
gical movements which formed the pre- 
sent continents, and the continuing shifts 
which are taking place in the earth's 
crust. One passage read: 

"Taiwan, at this writing, is evidently 
on its way to the Chinese mainland. 
Taiwan is the vanguard of a lithospheric 
microplate and consists of pieces of is- 
land arc preceded by an accretionary 
wedge of materials coming off the China 
Plate and materials shedding forward 
from the island's rising mountains. As 
the plate edges buckle before it, the is- 
land has plowed up so much stuff that it 
has filled in all the space between the ac- 
cretionary wedge and the volcanic arc, 
and thus its components make an inte- 
gral island. It is in motion northwest. For 
the mainland government in Peking to 
be wooing the Taiwanese to join the 
People's Republic of China is the ulti- 
mate inscrutable irony. Not only will 
Taiwan inexorably become one with 
Red China. It will hit into China like a 
fist in a belly. It will knock up big moun- 
tains from: Hongkong to Shanghai. It is 
only a question of time." 


e MY VAN TRAN of Darwin sends a 
recent item from the local newspaper, 
The Northern Territory News, which ap- 
pears to be a little confused about its own 
*near north": 


Thai 
Prince 
to visit 


expected to visit 
А in February to 
drum up support for а 
new anti-Vietnamese 
coalition of which he is 
president. 
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So all we have to do is wait for a few 
million years or so and the problem of 
Taiwan — and the question-mark over 
the future of.Hongkong too, by the 
sound of it — will be solved quite natur- 
ally. 

e IN Taiwan to interview President 
Chiang Ching-kuo and write this edi- 
tion's cover feature, Regional Editor 
David Jenkins was overcome with sym- 
pathy for the guard outside Taipei's 
Martyrs' Memorial. Standing on a small 
square box, rigid in what is laughingly 





described as the “at ease" position, in a 
form-fitting uniform, his helmet, boots 
and brass a-gleam with spit and polish 
and his belt blancoed to a dazzling white- 
ness, the guard was obviously a major 
tourist attraction. Jenkins watched as 
family after family (see photo) had 
souvenir snaps taken of their visit. The 
guard maintained his composure 
throughout. So unmoving was he that 
Jenkins almost suspected he was a plastic 
replica. 


е READER С. Giebel sends a sketch 
of the rear view of a trutk belonging to 
Manila's Christian Gospel Centre which 
offers two contradictory messages: 


KEEP DISTANCE 


Dert k Davies 


e THE Indonesia Times of November 
17, under the headline “Regent’s death 
butcher gets death,” ran a story which 
began: 


Kaseng Nompo, also called 
Pabo, aged 56 years, who killed 
the regent of Bone, his wife, and 3 
other people at the Cahaya 
Ujung’s bus ticket office, last year, 
has been sentenced to death, and 
has been directed to pay the costs. 


One wonders what would have hap- 
pened to the defendant if he had refused 
to pay the costs? . 

e PROF. Hans Luther, now teaching in 
Bangkok, visited Burma recently and 
found two rather special tailors. One was 
apparently a former clown. The second, 
despite 40 years' tailoring experience, 
and an ability to make not only suits, 
coats, jerkins, trousers, uniforms and 
European costumes, was “Incoherent ` 
with the latest." His sales slogan lacked no 
coherence: “Say Eureka, say Tip-Top.” 
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COVER STORY 


As conditions improve, Taipei experiments cautiously with democracry 


The politics of prosperity 


By David Jenkins 

Taipei: The late generalissimo Chiang 
Kai-shek, a man much given to aphorisms, 
once made the point that maintaining the 
Status quo tends to retrogression. It was an 
apt observation, the truth of which has be- 
come increasingly apparent during the 10- 
year rule of Chiang's elder son and succes- 
sor, Chiang Ching-kuo. 

Chiang the younger became Taiwan's 
prime minister in 1972, three years before 
his father died at the age of 87. It was the 
year that the then United States president 
Richard Nixon cast the die in favour of 
recognising Peking and severing formal 
links with Taiwan and since then the gov- 
ernment in Taipei has not only failed to 
maintain the status quo in the field of in- 
ternational relations but has also seen a 
steady erosion of its foreign backing. 

At home, Taiwan has done anything but 
retrogress. The economic miracle of the 
1970s, built on a strong export perform- 
ance, has become a textbook example of 
the way in which a developing nation can 
make its way in the world. And the ruling 
Kuomintang (KMT), a party hardly noted 
for its success in achieving reforms during 
the days when it ruled the Chinese main- 
land, has matched this success with some 
far-reaching social reforms. It is now ex- 
perimenting with wider political freedom 
for the 18 million people on the island. 

Taiwan is being buffeted by a number of 
social, economic and diplomatic pres- 
sures, however, and there is concern in 
some quarters over its ability to maintain 
the momentum of rapid economic growth, 
to provide a credible defence effort and to 
sustain the process of cautious political 
liberalisation that has been the hallmark 
of Chiang's rule. Doubts about Chiang's 
health and the question of succession cast 
à further shadow over the picture. 

One major concern is Taiwan's increas- 
ing diplomatic isolation and its fears that 
the US has become too beholden to what 
KMT officials describe as the blackmail of 
the Chinese communist leadership. By 
and large, Taipei has adjusted remarkably 
well to the steady decline in the number of 
states with whom it has relations: though 
increasingly snubbed at the front door, ex- 
port-oriented Taiwan has usually found a 
large welcome mat at the tradesmen's en- 
trance. Taiwan now enjoys the recogni- 
tion of a mere 22 states but has trade rela- 
tions with 150. f 

In most cases, Taipei can afford to live 
with trade relations alone. But the US is 
still the rock on which Taiwan's security 
ultimately rests and though the US con- 
tinues to be the island's major trade part- 
ner, mere trade in this case is not enough. 

. 


In Taipei's view, it is essential that 
Washington, despite its links with China, 
continues to provide both moral and mate- 
rial support to the island. Of late, that sup- 
port has been in some doubt. 

The biggest blow for Taiwan came in 
January 1979 when then president Jimmy 
Carter normalised US-China relations, 
severing all official links with Taipei, in- 
cluding the long-standing mutual defence 
treaty. The picture brightened several 
months later when the US Congress pass- 
ed the Taiwan Relations Act, which ob- 





liges the US to provide the island with 
such weapons as may be necessary “to en- 
able Taiwan to maintain a sufficient self- 
defence capability." 


his year, however, there has been a new 
crisis of confidence in US-Taiwan re- 
lations. In January, the US State Depart- 
ment announced that Washington would 
not sell an advanced fighter to Taipei but 
would instead extend Taiwan's co-produc- 
tion line of Northrop's FSE. Then, on Au- 
gust 17, the US and China issued a joint 
«ommunique which placed a ceiling on the 
quantity and quality of US arms sales to 
Taiwan and which said that Washington 
intended to reduce the sales gradually. 
US President Ronald Reagan has since 
assured Taipei of his continuing support, 
and it is generally believed that under the 
terms of the August communique Taiwan 
will be able to buy US arms worth at least 
US$880 million a year, the level of pur- 
chases in the final year of the Carter ad- 
ministration. However, Taiwan worries 


that without a newer-generation fighter, 
the island will lose any qualitativ@ edge it 
тау now enjoy over the numerically 
superior mainland forces, leaving it vul- 
nerable to attack. 

A second concern is the state of the 
economy. With exports accounting for 
more than 50% of gross national product, 
Taiwan has been particularly hard hit by 
the world recession. This, combined with 
a certain tardiness in making the transfor- 
mation from a labour-intensive to a 
technology-intensive economy, has put a 
damper on future growth. 

GNP was projected to grow at 7.5% this 
year but Minister of Finance Hsu Li-teh 
predicts that the figure will reach only 
3-4%. And Taiwan, which has had a 
budget surplus every fiscal year between 
1965-80, is now having to learn to live yith 
deficits. The island ran a small deficit in 
fiscal 1981 and things have got worse since 
then. The deficit this year, originally pro- 
jected at NT$26 billion (US$643.5 mil- 
lion), has ballooned to NT$50 billion. 

Government planners believe Taiwan 
can, with a bit of belt-tightening, ride out 
the recession, even if it is likely to be a 
slow process. “We don't expect the high 
growth of earlier ycars," Hsu told the 
REVIEW, “but we must maintain our com- 
petitiveness." There is less confidence in 


-some quarters about the long-term health 


ofthe economy. 

"The transformation of our economy is 
not proceeding as fast as I would like,” 
says Minister Without Portfolio Li Kwoh- 
ting, a 72-year-old technocrat who was 
one of the architects of Taiwan's economic 
development and who now serves as à 
semi-retired overlord in the fields of 
technology and. industrialisation. “Our 
traditional export industries have made 
changes but not fast enough to cope with 
the effects of the energy crisis and with in- 
creased competition. This, and the lack of 
demand, makes the situation very dif- 
ficult." 

Economic growth, even if it proceeds in 
future at a reduced pace, has been spec- 
tacular. Some 17 years ago, total exports 
and imports were barely US$1 billion. 
Last year, total trade was running at 
US$43.8 billion, a phenomenal increase 
even making allowance for inflation. Be- 
tween 1970-80 the economy grew at about 
10% a year. Per capita income in 1981 was 
US$2,360, the fifth highest in Asia, after 
Japan, Hongkong, Singapore and Brunei. 

Economically, Taiwan is far ahead of its 
communist rivals on the Chinese main- 
land. The foreign trade of the 18 million 
people living on the. 14,000 sq. miles of 
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a largely independent power base in the 
intelligence and security agencies, 


That base was to serve him well as he | 
- began to play an increasingly important 
- role.in national affairs, as minister of de- 


fence (1965-69; vice-premier (1969-72), 
premier (1972-78) and as president since 


i- | 1978. At 72, Chiang continues to domi 
| | nate political life on Taiwan. Although in 
_ | less than perfect health, the president г 

"s | cently granted REVIEW Regional Edit 

- | David Jenkins а rare interview. Excerp 


ed піпе-роіпі peace: proposal 
many Chinese communist lea 
peatedly stated that they will not rule out 


the use of force against Taiwan, evidence 
that the Chinese communists’ peace ges- 
tures are deceptive — pouring ‘spoiled 


mmunist total- 
p. On this point, 
xible, and bellige- 


| many comm 


| апо 


he aspirations of the 
ined to unify China 


un Yat-sens — 








`. ings than Taiwan 
: Taiwan has co 


-а | guarantee. for all 


, particularly the people 
mainland, who aspire to 


тасу, and a prosperous. 


бшмше а to be 
age of the Taiwan 
р afterwards. Simi- 


. a situation be віры. o 
o be sure, the rupture 
between the Repub 

‘United States and the 


the cause of reform i is best served by mod- 
-f eration: 


 ernmen 


national. securit 
mainconcern,” ^ 
At the time of the Kaohsi ang incid 
there were two main branches € 
Tangwai movement. A radi 
centred: around Formosa’ favouret 
demonstrations and- street’ act 


„achieve their goal of a more demo 


ment. A more moderate gro 
th Kang Ning-hsiang, 4: 
The Eighties, focused 
iin: More open to a di 
e. moderates sought : 
presentation in local- ar 


Weare ina state of flux; "says one off =i fi 


cial, “As people gradually gain their civic 


competence they want to join the political 


process. This is routine in other countries.’ |- 


But we have not had a long period in 


| which that process can gradually evolve. 


So we have to balance the demand for 
greater participation with the need to 
maintain stability." 

^Ordinary people, having suited astake 
in society, are said to be wary of rapid 
change. "Te prevailing mood of the 


: both : nations and the Asian-Pacific region 


asa whole. . 

We also believe that the United States, 
as the leader of the free world, will not and 
should not yield to the Chinese com- 


munists’ unwarranted blackmail. We are’ 


confident that the US Government will 
strengthen its adherence to the Taiwan 


"Relations Act. We аге also pleased to see 


that President Reagan is an American 
statesman of vision, principle, and cour- 


age. Judging from his thorough under- 


standing of international communism and 
his clear vision in world affairs, we have all 
the reasons to be optimistic over the fu- 
ture ur US-Republic of China relations. 


Do you consider that communist China 


: | can eventually reabsorb"Hongkong with- 
out any grea! great c 


‘to the way of life 


; Taiwan? * 


bility and prosperity 0 

Pacific region. S 

"The countries in this region a 
this is state of affairs, an unfavoural 


| who escaped f 
their lives. Now we see flight: 


timate ani and will never perm 


| manent existence of а different system 


Any guarantee of freedom to a loca 


| beyond their influence are but: tact 


in the Hongkong area are freedom. seckeis 
mainland at the risk of 


represent 
Taipei city council late last 
tinues to speak out against. 
ment, taking much the: same li 
jailed colleagues. ` 

S" don't think. the КМТ x 
more liberal,” ће says. “If you arres 
оне opposition youcan afford to re 


more aware than most people 
other free nations. that rde and 


` troop reduction on the Sino-Sovit 
pave the way for a possible Chine 


munist troop — road th 

from Taiwan? = і 
First, I must point ou 

military deployment of th ves 


i munists in ашсам hi 


| таео betwee 


kin The rapproch 


ong people and if so, would | Ta 
фе тоннан of Hongkong be a possi- | 
ble model for the eventual reunification of 


ough the two communi 
have lifferences about some prob 


world's free and demo 
:We must heighten 


; of the free and dem 

` failed to understand this 

: banked on a strategy of playing P 

- against Moscow. The rapprochement 
- ture between the twó has again testi 

_ the unreliability of such an approach. 


off-and-on strategy ‹ of the 
munists and the ‘So vi 


b 





ттүү 
б 1 


modating but this is only temporary. | " 
When the opposition does more they will. 
crack down once again." Asked if the gov- 
ernment is likely to allow the Tangwai to 
form a political party, one Tangwai figure 
replies: *We are not waiting for them to 













>. A 


will be difficult to fill 








allow it. We will do it when we are ready 
.. . We will just take the risk." 

Tangwai moderates tend to wince 
charitably when they hear this kind of 
rhetoric, seeing such brash talk as an in- 
fantile disorder that may threaten all that 
has been achieved to date. If the radicals 
push too hard, they argue, they will only 
strengthen the hand of KMT hardliners. 

“It is our right to form a political party 
and that is our long-term goal,” says Hsieh 
Chang-ting, 36, a Taiwanese who served 
as a defence lawyer during the Kaohsiung 
trials. “But we must ‘hot proceed too 
rapidly or rock the boat or there may be a 
crackdown.” A mainland-born political 
analyst takes the' same view. "The 
Tangwai have always called on the gov- 
ernment to dismiss the legislature that was 
elected on the mainland in 1948 and have 
the president elected by the common 
people,” he says. “That is asking the KMT 
to sign its own death warrant." 


U nder a Western system, this source says, 
it would be proper to make such de- 
mands and improper for the ruling party 
to resist. “Ви! the Chinese don't have the 
British tradition of centuries of democracy 
and so why should we always ask for 
exactly the same system as Westerners. 
We are different. It takes time." 

A number of foreign observers take a 
broadly similar view, stressing the positive 
achievements that have been made. “The 
elections that have been held in recent 
_ years for the provincial assembly and the 
Legislative Yuan are the first free elec- 
tions in China's 5,000-year history," says a 
scholar in Taipei. “There were no elec- 
tions in imperial China, none worth talk- 
ing about during the Nationalist period on 
the mainland and none that we would call 
free in communist China." 

That may exaggerate the significance of 
the electoral process somewhat, given that 
more than two-thirds of the seats in the na- 
tional legislature are controlled by 
lifetime members who show little interest 
in reform. Nevertheless, the statement 
does contain a kernel of truth and many 
native Taiwanese, including a number of 
prominent opposition leaders, feel that 
the tide is moving in the right direction. 

In the 10 years since he became prime 
minister, Chiang has maintained an astute 
balancing act, allowing elements of dif- 
ferentiation to be cautiously articulated, 
but not allowing the process to put in ques- 
tion the pre-eminence of the old KMT 
leaders, the majority of whom are main- 
land-born. There is no one on the horizón 
with anything akin to Chiang's power base 
or popularity and no one who could gain 
such a position very easily. This being so, 
the man — if indeed itis one man and nota 
collective leadership — who follows 
Chiang is likely to have his work cut out 
maintaining harmony. 


Taipei: In Taiwan’s authoritarian system 
of government ultimate power lies to a 
very great extent in the hands of 72-year- 
old President Chiang Ching-kuo and the 
group of civilian and military advisers in 
his immediate circle. Like his father, the 
late Chiang Kai-shek, Chiang has a firm 
understanding of the uses of power. But 
Chiang is not simply a carbon copy of “the 
man who lost China” and he has used his 
power in different ways, ruling with as- 
tuteness and craft and in a manner well 
geared to Taiwan’s changing cir- 
cumstances. 

Chiang dominates the four key centres 
of power — the ruling Kuomintang 
(KMT), the government, the army and 
the security-intelligence network — and is 
said to have maintained his position by 
balancing one faction against another. 
The president, says one authoritative 
source, is a “ruthless intriguer” — or was, 
at any rate, in his early days in Shanghai. 
A foreign scholar allows, a little more 
charitably perhaps, that Chiang is “a very 
intelligent and very secretive man.” 

As Taiwan has reaped the benefits of 
rapid economic growth, Chiang has pre- 
sided over a situation in which the scope of 
political competition has slowly begun to 
widen. This has been no small achieve- 
ment, periodic crackdowns on dissent not- 
withstanding, particularly as the reforms 
have been undertaken by a ruling party 
totally discredited at the time it fled the 
Chinese mainland in 1949. 

Taiwan, however, is now facing a 
number of serious problems, one of which 
is the state of Chiang’s health and the 
issues associated with an uncertain succes- 
sion. The president suffers from diabetes, 
an ailment which has affected his eyesight 
and led to. inflammation of the nerves in 
his feet, making it difficult for him to walk. 
Early this year he entered hospital for a 
second eye operation, remaining out of 
public view for six weeks. Although his re- 
covery is said to Have been satisfactory, he 
is clearly not as well as he might be. 

Chiang still receives guests at the stolid 
red brick presidential palace in central 
Taipei; his handshake is firm, his conver- 
sation lucid and informed and his interest 
in the outside world undiminished. But 
the trouble with his feet makes it difficult 
for him to take more than a few steps and 
he no longer accompanies visitors to the 
door. His regular weekend visits to people 
im the countryside, a hallmark of his 
leadership, trailed off two or three years 
ago and he recently requested Prime 
Minister Sun Yun-suan to preside over the 
joint military academy graduation cere- 
monies at the Cheng Kung Lin military 
base, the first time he had not attended 
this event. 

Once intimately involved in day-to-day 
decision-making, the president now tends 
to focus only on the most important mat- 


ters, "There is no question that he is less 
active than he was in the past,” says a well- 
placed source in Taipei. “I also have the 
strong impression that certain people in 
the palace are ‘protecting’ him and that he 
is not reading everything and not follow- 
ing everything as closely as before." 
Chiang, who assumed the presidency in 
1978 after a six-year term as prime minis- 
ter, might stand for a second six-year pre- 
sidential term in 1984 if he feels his health 
is satisfactory. However, he would be 80 
at the end of that term and a number of ob- 
servers feel he may prefer to hand over to 
a younger man. If he did, he woul@almost 
certainly stay on as chairman of the pow- 
erful 27-man KMT standing committee, a 
body which meets every Wednesday morn- 
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"Another view, and one expressed by a 
number of prominent Tangwai (non- 
party) legislators, is that Chiang will stay 
on as president until he dies, if only be- 
cause he would lack real control over the 
system if he were party chairman and no- 
thing more. If Chiang does step down as 
president in 1984, his position is likely to 
be taken by Sun, а technocrat who was 
minister of economic affairs for nine years 
before becoming prime minister in 1978. 
If Chiang runs again, Sun might well serve 
as his vice-president. 

Sun is diligent and well-liked and many 
feel he Маз been gaining confidence in his 
role as prime minister. But he owes his 
position largely to Chiang and would find 
it difficult to fill the president's shoes. Al- 
though he could count on the support of 
the bureaucracy and at least part of the 
party, Ife would be in no position to en- 
force his will on the powerful military and 
security apparatus. Nor could he cout on 
much support from the old-time ideo- 
logues in the KMT, who feel that his poli- 
tical stand is insufficiently resolute. 

Sun, according to a recent article in the 
Taipei-based Encounter magazine, would 
not be able to bring all elements of the 
government under his control. “If a politi- 
cal regime cannot control the military and 
security system," the magazine said, “the 
regame is like a car which lacks two wheels 
and cannot start. If it starts it will surely 
have an accident." 

Besides, Sun's health is also in some 
doubt. The prime minister, who is 69, had 
a heart attack in 1974 and suffers from a 
back ailment. In these circumstances, 
many analysts believe that if Sun succeeds 
Chiang in 1984, he will reign but not rule. 
Lacking the power base of his predeces- 
sor, it is said, he will preside over some 
form of collective leadership, at least ini- 
tially. There is even a certain amount of 
doubt about whether he would be first 
among equals. 


RICHARD $ 
hailand celebrated its National Day 
and the king's birthday this month as 
Pridi Banomyong, its great hero, still in 
self-imposed exile in Paris, strongly de- 
nied recently re-published extracts from 
a 1970 report on the 1932 coup by one of 
his colleagues, the late Gen. Prayoon 
Pamonmontri. The admirable daily, the 
Bangkok Post, devoted one-and-a-half 
pages to Pridi's letter from Paris, refut- 
ing (correct use of that word) claims by 
Prayoon 12 years ago which suggested 
absurdly that he was the mastermind of 
the coup. Both the editor-in-chief and 
Pridi's son (now a banker in Hongkong) 
kindly sent me a copy of the letter since I 
had erroneously based a column 
(REVIEW, Oct. 29) on the Post's reprint 
of Prayoon’s interview. 

It may all sound relatively unimport- 
ant today, but history must be correctly 
recorded, especially when the details af- 
fect one of the happiest 
and unbloodiest coups 
d'etat the world has 
ever known — which 
was initially planned in 
Paris, 1925-32, by over- 
seas Thais who want- 
ed the constitutional 
monarchy апа free 
democracy that they 
now enjoy, and which 
exploded peacefully in 
Bangkok on June 24, 
1932. 

Prayoon suggested 
that Pridi, who wanted 
only to make Thailand 
a constitutional monar- 
chy, had become influ- 
enced by communism 
in Paris, that. he had 
been ordered back to Bangkok by the 
then king and that he had taken with 
him, aboard an American ship, the Col- 
ombia, *many books on communism" 
which Prayoon angrily ordered by cable 
should be returned en тюше. 

Pridi establishes that he was being re- 
called to Bangkok because, as president 
of the body in Paris known as SIAM, he 
had been criticising the disbursement of 
living expenses to overseas Siamese stu- 
dents by the then Siamese minister in 
Paris; that he was not attempting to 
change SIAM into a labour union, al- 
though he had sent a representative of 
SIAM to a meeting of the Thai Students 
Association of England in violation of 
the foreign minister's orders. 

Pridi points out that his father had ap- 
pealed to King Prajadhipok to allow him 
to study until he received his doctorate. 
“His Majesty graciously granted permis- 
sion for me to stay in Paris in accordance 

with my father’s appeal,” Pridi records. 
. “I travelled aboard a Japanese ship, 
Kashima Maru — not the Colombia — 





hile Sun would be the nominal leader, 

it is suggested, real power would be 
vested in the hands of others. Among those 
who could play an important role would be 
the secretary-general of the KMT, Tsiang 
Yien-si, 67, and a number of military fig- 
ures, including the head of the political 
warfare section of the armed forces, Gen. 
Wang Sheng, 65, and Minister of De- 
fence Adm. Soong Chang-chih, 66. 

If the succession goes smoothly, how- 
ever, there is no reason why Sun and the 
military should not work in harmony. As 
prime minister, Sun has had a fairly good 
working relationship with the armed 
forces and it is unlikely that he would at- 
tempt in the post-Chiang era to slash mili- 
tary spending or reduce the military pro- 
file, two steps that could be sure of pro- 
ducing a backlash. 

Given the variables in the succession 
аа and the indifferent health of 

iang and Sun, both of whom are main- 
land-born, a good deal of attention is 
being focused on the question of who will 
become vice-president in 1984. If the job 
does not go to Sun, it is likely to be taken 
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Pridi: apolitical logic. 
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and I certainly took no books on com- 
munism with me. I was already a barris- 
ter-at-law of Siam before studying in 
France. I knew the customs law and, 
since I had journeyed through many 
countries, I was accustomed to customs 
procedure. Therefore І would not have 
brought any communist books for Thai 
customs officials to find in my possession 
and so turn me over to the police." 4- 

Pridi also challenges Prayoon's al- | — 
legation that Prayoon had “re- | . 
primanded” him (Pridi was very much | 
Prayoon’s senior) and that Prayoon had 
to leave Paris fr Switzerland under. 
threat of deportation because of sus- 
pected implication in Pridi’s alleged 
“communism.” я 

Pridi's summation here is instructive 
evidence of his unfailing apolitical logic: 
"The political system of France from the 
1789 revolution until its occupation by 
Hitlers Germany dur- 
ing the Second World 
War was such that it 
welcomed foreign 
politicians of various 
creeds, including the 
communist 
Marx, 
Enlai and Deng Xiao- 
ping, who could reside 
‘in France and freely 
disseminate their ideas. 
Therefore it was im- 
possible for the French | - 
police to confiscate | 
such books and deport 
Prayoon suddenly." 

Pridi also ridicules 
Prayoon's claim that 
the coup — а lightnin 

operation in Bangko| 

— cost only Baht 5:000 (about US$200 at 
today's rates): “1 regularly contributed 
one portion of my monthly salary and of 
what I received from teaching law, and 
one part of earnings from the printing of |: 
law books, as a sacrifice for the nation, 
amounting to several tens of thousands 
of baht. Other friends donated similarly 
from their salaries." 

Perhaps, after all, it is appropriate 
that Pridi — immortalised now in. 
Siamese history — should recall once | _ 
more the facts of 1932. He demonstrated 
his Siamese urbanity by arranging fora | — 
wreath to be placed on Prayoon's 
as a participant in the 1932 revolution. 
Instructively he signed his letter to the 
Bangkok Post "Yours r lly.” 

I only wish he would return to his 
hémeland, which has now become the 
Asean frontline against the Soviet influ- 
ence in Cambodia, but where the rattled 
Thai communist insurgents in the north- 
east are now surrendering and returning 
to normal life. That success is part of 
Pridi's gift to his nation. i 
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that the present Taiwanese vice-presi- 
dent, Shieh Tung-min, 75, will stay on. 
However, Shieh, who was badly injured in 
a letter-bomb explosion in 1976, is not 
considered a strong figure. 

The other possibility is Minister of 
Interior Lin Yang-kang, 55, a portly and 
popular leader whose family came from 
the neighbouring mainland province of 
Fujian seven generations ago. Lin is a 
proven vote-getter and has a good track 
record, having served as mayor of Taipei 
and governor of Taiwan province. How- 
ever, he is a comparative newcomer to na- 
tional politics and has only just begun to 
establish the network of personal re- 
lationships, particularly with military 
and security figures, which are so essen- 
tial for success at the highest political 
levels. 

If Lin were to succeed Chiang, the En- 
counter article notejl, “Taiwanisation” of 
the government will have arrived *and this 
the KMT has always sought to avoid." 


Perhaps with this in mind, Lin is currently 
trying to soft-pedal his “Taiwanness.” 


о“ man who might play a key role іп the 
post-Chiang era is Wang, a powerful 
but somewhat shadowy figure wlio has 
had a long association with the president. 
Wang worked under Chiang in Jiangxi 
Jed in 1940, followed him to Shang- 
ai in the late 1940s and to Taiwan after 
that. In 1950 Wang helped Chiang set up 
the Political Warfare College and intro- 
duce the political-warfare system in the 
armed forces. Under this system, specially 
trained officers are assigned to look after 
ideological education, discipline, security 
and psychological warfare. Wang has spe- 
cialised in this field for three decades. 
There have been suggestions from 
time to time that some form of mi- 
litary government might take over in 
the wake of Chiang's death or incapa- 
citation and Wang has been portrayed 
as a sort of Chun Doo Hwan waiting 


in the wings, a reference to the South 
Koréan general who became president 
following the death of Park Chung 
Hee. An overt military takeover of 
the government seems unlikely, however. 
For one thing, the Chinese have tradition- 
ally had little time for military men. Main- 
landers and Taiwanese alike take pride in 
the fact that the government has retained 
an essentially civilian form for more than 
30 years, martial law notwithstanding. 

Civilians in the government are angered 
by talk of a military coup and lay great 
stress on the constitutional provisions gov- 
erning the succession. High-ranking mili- 
tary men make exactly the same point. 
“There have been coups in countries not 
far from here,” Adm. Soong told the 
REVIEW. “But the situation here is very 
different. We have constitutional proce- 
dures and a very different party and gov- 
ernmental structure. A coup is out of the 
question. Our troops are completely loyal 
to the government and the people.” 

For another thing, a military power play 


would do nothing to enhance Taiwan’s 
standing in the United States on which it is 
still critically dependent for military 
equipment. Yet another objection is that 
there is no guarantee that political-war- 
fare officers and field commanders would 
see eye-to-eye on the need for such a 
move. And in the event of any disagree- 
ment between the two branches, it is 
suggested, it is the officers with troops 
under their command, not the political- 
warfare experts, who would have the 
upper hand. 

*Finally, the mainlander-dominated 
military leaders would have to take ac- 
count of the fact that the bulk of the troops 
and middle- and lower-ranking officers 
are Taiwanese who might question the ap- 
propriateness of such a move. 

Given all this, talk of a military coup 
seems misplaced. That is not to say, how- 
ever, that military officers might not move 
behind the scenes to increase their influ- 
ence in the government in certain cir- 


cumstances. In such а situation Wang 
might indeed be an important actor, as- 
suming the power he enjoys is his in his 
own right and not because of his relation- 
ship with Chiang. Also important is the 
fact that Wang is said to be in poor health. 
Some accounts say he is seriously ill. 


Bn» military man sometimes spoken 
of as a figure to watch is Gen. Chiang 
Wei-kuo, 66, the president's half-brother. 
Educated in Germany and the US, Chiang 
Wei-kuo is currently serving as comman- 
der-in-chief of the combined-service 
forces. However, he is not regarded as an 
especially powerful figure and, though he 
could emerge at some stage as minister of 
defence, few see him as a future president. 

One important obstacle standing in the 
way of Chiang Wei-kuo is that there is not 
much enthusiasm in Taiwan for the idea of 
yet'another Chiang іп the presidential 
palace, lest it give the impression of a 
Chiang dynasty in the making. A similar 
obstacle stands in the way of Chiang's 





sons. The president has four children, two 
of whom, Chiang Hsiao-wu and Chiang 
Hsiao-yung, are already in fairly impor- 
tant positions. 

Chiang Hsiao-wu is president of the 
Broadcasting Company of China, an ad- 
viser to the KMT and executive secretary 
of the powerful National Security Coun- 
cil. Chiang Hsiao-yung is head of the 
KMT-run Chunghsing Enterprises 
Group. However, neither son is expected 
to make too much headway in politics. In- 
deed, Chiang reportedly blocked his sons’ 
election to the KMT Central Committee 
during the party's I2th national congress 
last year. 

Some sort of collective leadership looks 
most likely in the post-Chiang era, there 
being no one individual who is in a posi- 
tion to fill the president's various roles. 
"Chiang Ching-kuo will be the last 
strongman in Taiwan," says a leading 
Tangwai legislator. “There are no more 
strongmen.” — DAVID JENKINS 
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\ ho made Datsuns 50 A long way 
cn just a little gas! 
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That's beca 
the need for fuel economy. So we used all our 
technological skills to make our Datsuns operate 
as efficiently as possible. 

We reduced the friction at а 
rotating parts of their engines. We redesigned 
their drive trains to increase the efficiency of 
transmissions, differentials and tires. 

And we gave their bodies carefully re- 
searched aerodynamic designs that produced 
a drag coefficient of less than 0.4. 

We even created new ways to reduce weight 
without sacrificing strength or safety. 

in fact, our Datsun 280ZX is a perfect 


at we're talking about. 
Nissan or Datsun, 


Who else but... | | 
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the same kind of innovative technology goes 
into every car We build. 
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Experience the grandeur of a bygone era aboard Air- 
India's Orient Express. 

Soméhow the world seems smaller and distant places 
seem nearer when you fly Air-India. 

Maybe it's the luxurious and distinctive fleet of 747s. 
Maybe it's the convenient flight schedules to 4 4 cities 
around the world. Maybe it's the gentle hostess who 
Serves you as if you were the only guest. 


It's all this and more that makes Air-India's Orient AIEE - SUPR ACE УЕЛ 


Express the orient express. Window to a different world. 
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HISTORY 


The pasts imperial presence 


The le of Empire by Jan Morris. 
Faber and Faber, London. £12.50 
(US$20.50). 


CHRISTMAS is coming and the coffee- 
tabledooks are getting fat. Hundreds and 
hundreds of them pour off the presses as 
the year's end approaches, all to make the 
process of gift-giving easier. It is a mar- 
vellous marketing exercise, but all too 
often it results in some pretty poor pub- 
lishing — often no more than a collection 
of chocolate-box pictures strung together 
with a minimum of high-flown writing. 

So it is nice to come across this book, 
which not only has some very rare photo- 
graphs of the turn-of-the-century British 
Empire, but has the irreproachable Jan 
Morris, already a seasoned writer on the 
subject, providing the linking comment- 
tary. There is not a lot of it, true, but it is 
beautifully written and very much to the 
point. 

It is a well-organised book, too. Each 
chapter deals with a different aspect — 
communications, administration, аг- 
chitecture and so on — and the pictures 


are grouped at the beginning and end of 
the chapters, so the reader does not have 


the problem of the endless shuffling of 


pages to find out what the author is on 
about. 

The photographs, assembled from 
sources from New Zealand to Oklahoma 
to Ireland, literally range over the world. 
There is the raising of the flag in Port 
Moresby; durbars in Delhi; Sikh soldiers 
in London; Shepheard’s Hotel, Cairo; 
bridges over the Zambezi and over the 
Scuzzy River, Canada; battles from 
Bloemfontein to Burma; white hunters 
and gold miners; Kipling and Curzon (that 
“most superior person"). 

And there are paintings too, in that true 
Victorian style, full of sunshine and light, 
depicting what the artists really thought 
was an empire on which the sun would 
never set. 

Obviously, a book of this format is in no 
way an in-depth examination of the rights 
and wrongs of empire. Indeed, non-Brits, 
and particularly those from former British 
colonies, may feel that its tone of overt 
nostalgia is in rather bad taste. But Morris 





LIFESTYLES 


Portrait of 
vibrancy 


Hongkong written by Fred 
by Dean 
Co. 
HK$60 (US$9.25). 


JUST in time to catch the Christmas trade 
of newly arrived Hongkong expatriates 
sending gifts home to their friends and re- 
latives, this is not the artiest of the glos- 
siest “image” of Hongkong this reviewer 
has seen, but it is a fairly satisfying one. 

Some of Dean Barrett's photographs 
are not as up to date as they might be and 
some are not of triple-A quality. But they 
do, overall, give an impression of vibrancy 
which does sum up the place well. Rather 
than concentrating on mere prettiness, 
they take in street markets, squatter huts 
and high-rise flats plus some quite striking 
sweat-shop shots, to give a more rounded 
— though still perhaps cosmetic — pic- 
ture. 

Similarly, American journalist Fred Ar- 
mentrout's commentary is a quirky, per- 
sonalised view of Hongkong, nevertheless 
sticking quite closely to the contest of the 
pictures, which works remarkably well. 

He mixes sociology, history and 
Chinese mythology with a lot of personal 
anecdotes about how life is lived in Hong- 
kong. Yet, as well as looking at the place 
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Squatter-area children: colour and spirit. 





through the eyes of a resident, he does not 
lose sight out the outsider's perspective, 
after comparing it with, say, New York. 
This not only helps to place Hongkong 
in a world context, it may well make the 
book attractive not only to Hongkong ex- 
patriates but to foreign visitors also. 
- — M. MacL. 


does apply a nicely ironic touch to the | 
more warty aspects. And she does appo- — 
sitely point out that at the turn of the cen- _ 


tury, the time of the empire's apotheosis, _ 


its death rattle was already audible in the — 


gunfire that freed the Boers of South Af- 

rica from British rule. 73 
As she says of the empire builders: | 

*Gone, all gone, their very world disinte- 


grated: only their images remain to haunt _ 


us, and make us wonder still." — M.MacL. - 


And while scientists have been 
us coffea for over one 


many of its properties still remain a 


mystery. 

What is this “bean”, this “pit”, this 
flowering shrub which s on the 
tree like jasmine, which can be eaten, 
drunk, boiled, roasted, ground to a 
pulp, and which can turn economics 

Е * : 


upside-down? 

Simply enough, the coffee plant is 
an evergreen shrub. It can grow їп | - 
your backyard as easily — or with aS | — 
much — as it grows onthe | - 
fowlands of Brazil. Mee. w it's 
doubtful if your coffee plant's flavour 
will come near to that of Brazil. | 


of times, it is one of the 350 categories - 
of the genus ruiacea, which is related 
to the dye, madder and the blossom- 
ing gardenia.9 


— The Complete Book of Coffee 
by Harry Rolnick. Melitta Market- 
ing (HK) Ltd., Hongkong. HK$43 
(US$6.65). 








Indonesia finds it can no longer cock a snook at recession 





By Susumu Awanohara and Manggi Habir 


Jakarta: The bold front affected by In- 
donesia in the face of the deepening world 
recession appears to be crumbling. De- 
spite the introduction of a relatively au- 
stere budget at the beginning of this year, 
incorporating a wage freeze for civil ser- 
vants and a drastic redyction in oil sub- 


. Sidies, President Suharto was still calling 


for a continuation of his country's rapid 
economic developmgnt as recently as a 
couple of months ago. But now, recogni- 
tion of the tough times ahead has come 
from almost all the economic ministries, 
with another major cut in oil subsidies 
suggested and a shortfall of 20%, or Rps 3 
trillion (US$4.41 billion) in government 
revenue from the budget estimate — the 
first since 1975-76 — predicted. 


К: Recently the government has reduced 
“subsidies on fertiliser and is obviously con- 


templating a similar measure for oil, but it 
is clear that savings in expenditure result- 
ing frém these cuts will be much smaller 


than the revenue shortfall. Although data 


obtained by the REVIEW shows that deve- 


t lopment expenditure in the first half of the 


year has fallen somewhat behind 


. Schedule, it is quite likely that total expen- 


diture will still exceed total revenue by as 
much as Rps 1-2 trillion in 1982-83. In- 
donesia has a policy of balancing the 


budget every year. 


The government is now faced with the 
task of drawing up the budget proposal for 


1983-84 and a substantial slowdown in 


development programmes is considered 
unavoidable by many policymakers. But 
there is concern as to whether they can 
pu over strong political pressures to 

eep spending and whether development 
programmes can really be financed even if 
they are scaled down. Closely tied with the 


budget situation through oil, the country's 


balance-of-payments position has also de- 
teriorated further. For the period April- 
September the current balance-of-pay- 


. ments deficit was US$2.6 billion, and the 


overall deficit US$800 million. Oil and gas 
exports were up 4.6% on a year earlier but 
non-oil exports down 11%. Imports were 
up 11% and the services deficit by the 
same amount. Official capital inflow was 
US$1.5: billion, other capital inflow 
US$500 million and debt servicing 
US$500 million. Indonesia's options i 
financing its large current-account deficit 
are narrowing and there is a growing feel- 
ing among some experts that more drastic 
measures than those so far resorted to are 
now becoming necessary. 

The large shortfall in government re- 
venue is primarily due to a sharp drop in 
oil-tax earnings, which account for 


42 . 


roughly 60% of total revenue. Weak inter- 
national demand for oil has brought pro- 
duction below the 1.3 million barrels-a- 
day limit set by Opec throughout the sec- 
ond and third quarters of 1982, and in an 
effort to maintain sagging sales, the state 
oil company Pertamina reduced export 
prices for its 19 grades of crude in 
November. But the price cuts, conforming 
to Opec guidelines, were marginal in most 
cases. During the first half of 1982-83, the 
government collected oil tax amounting to 
only 43% of the sum budgeted for the full 
year and it is almost certain that the 
amount will be even less in the second 
half. 


бту, actual revenue during the 
first half fell short of half the amount 
budgeted for the whole fiscal year in al- 
most all other revenue items. Total actual 
revenue was 42% of the year's budgeted 
revenue, and unlike in normal years an ac- 
celerated collection is not foreseen. The 
only item which went above 5096 of the es- 
timate for the year was *development re- 
ceipts," consisting mainly of project aid. 
The most disappointing result for the first 
siX months was seen in non-oil export tax, 
which reached only 21% of the sum 
budgeted for 1982-83 despite some drastic 
and controversial measures the govern- 
ment introduced im early 1982 to boost 
non-oil exports. 

On the expenditure side, too, the actual 
figure for the first half fell short of half the 
year's budgeted total in most areas, with 
the significant exceptions of oil and fer- 
tiliser subsidies. Despite the major oil- 


Coming into the cold 





price increase of last January, which was 
intended to reduce"oil subsidies (included 
in routine expenditure), the actual figure 
stood at 55.6% , accounting for as much as 
7.8% of the actual total (routine plus 
development) expenditure in the first 
half. 
The figure for fertiliser subsidies (in- 
cluded in development expenditure) was 
65% of the sum budgeted for the full year. 
The actual routine expenditure as a whole 
during April-September was 48% of the 
year's budgeted total, while actual deve- 
lopment expenditure reached only 41.695. 
Development spending was slow virtually 
across the board, but particularly in con- 
struction of schools and health centres and 
in outlays for the province of East Timor. 
Many cabinet. members, including Fi- 
nance Minister Ali Wardhana, have 
hinted that oil prices must go up again. 
Pertamina's  president-director, Judo 
Sumbono, explained in parliament that 
actual oil subsidies for 1982-83 could reach 
Rps 1.5 trillion, instead of the budgeted 
Rps 924 billion. This is because of the in- 
creased per-unit production cost resulting 
from the Opec-imposed production re- 
straint and the higher rupiah price of im- 
ported oil products — in turn a result of 
the weakening rupiah, Sumbono said. 
Thus the slowdown of domestic oil con- 
sumption which followed the January 
price increase is not having its desired ef- 
fect on the budget. | ч 
Sumbono suggested that the govern- 
ment had decided to pass on some of the 
burden to consumers again, encouraged 
by the fact that the January rise did not 
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create great inflationary pressure. But it is 
sensitive to the effects which another 
major oil-price increase could have on 
various groups in society and because of 
this the rates of increase are likely to differ 
across various types of oil, sources say. In 
January, prices of all eight types of oil 
went up about 60% without much regard 
to which groups consumed them and by 
how ami they were subsidised. 


he government has already cut sub- 
sidies on fertiliser and less significantly 
on pesticides, effective from November 15. 
The average price of fertiliser was in- 
creased from Rps 70 per kg. to Rps 90 per 
kg., as a result of which the government 
hope? to reduce budgeted fertiliser sub- 
sidies of Rps 415 billion by Rps 60 billion. 
According to the head of the National 
Logistics Board (NLB), Bustanil Arifin, 
the move will release some development 
funds and at the same time discourage ex- 
cessive use of fertiliser, caused by too-low 
prices. The increase in the price of farm in- 
puts will be compensated for partially by a 
7.4% increase in the price of rice paid to 
the farmers by the NLB. The price 
changes in fertiliser, pesticides and rice 
afe designed to encourage farmers to 
adopt a special intensification programme 
promoted by the government, but it is not 
clear whether the systems of price incen- 
tives are appropriate for this purpose. 
What is clear is that the budget effect of 
the recent cut in fertiliser subsidies will be 
relatively small and no further cut seems 
likely yet. Food subsidies have already 
been cut. Although there is theoretically 
scope for further reductions, the actual 
savings would be small as existing alloca- 
tions have not been fully spent, partly due 
to low import prices. 

Coordinating Minister for Economic, 
Financial and Industrial Affairs, Widjojo 
Nitisastro, has said that revenue shortfalls 
for 1982-83 will be financed through past 
savings, presumably referring to the 
budget surpluses which have accumulated 


in the recent past, despite the balanced- 
budget policy, in the form of the govern- 
ment's net assets with the banking system. 
But this amount is now less than Rps 4 tril- 
lion. 

The biggest problem in formulating the 
next budget — а process which is now 
under way — is that the government can- 
not be sure what will happen to the world 
oil market. Given the revenue structure of 
Indonesia's budget, a collapse of Opec 
and/or a significant drop in prices would 
create havoc in fiscal policy. Nevertheless 
a budget proposal must be drawn up. 

Wardhana has sent out a circular to all 
departments saying routine expenditure 
for 1983-84 must remain at the 1982-83 
level. One insider told the REVIEW that 
this zero-growth decision had to be taken, 
despite likely negative reactions, because 
the development-oriented government 
would like to allow for some growth — 
say, 10% — in development expenditure. 
Obviously there are those cabinet minis- 
ters who still feel the loss of development 
momentum will do great damage to the 
economy, but the majority opinion in the 
cabinet apparently considers sharp cuts in 
project spending inevitable. Cabinet Sec- 
retary Sudharmono has stated that no new 
projects will be included in the 1983-84 
budget. Quite where the axe will fall has 
yet to be determined. Many favour con- 


Time to slide the halt 


The rupiah has not weakened quickly enough against 
the US dollar, and a major devaluation is on the cards 


Jakarta: Since President Suharto denied 
rumours of a major devaluation of the 
rupiah and stabilised the foreign-ex- 
change market in mid-August, In- 
donesia's balance-of-payments position 
has deteriorated further. Jakarta has con- 
tinued to float the rupiah and the depre- 





а fertiliser plant: porwr open enough. : 
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‘prosperity of some officials is associated — 


centrating available resources on labour- 
intensive projects which do not use much 
foreign exchange. However, much,aid is 
linked to the big capital projects, and the 



















with big-ticket items. Budget constraints 
may inevitably hold back some aided pro- _ 
jects, but the government is pressing 
donors to help with rupiah funding, not - 
just imported components. | 
The country's balane iE à 
position has continued to deteriorate 
most observers have revised their 
tions for the current-account Аз 
US$6-7 billion for 1982-83, Some say the 
deficit will be more like US$7-9 billion. 
Drawdowns on accumulated foreign-ex- 
change reserves, commercial borrowings 1 
and aid flows shoukd be sufficient to fi- — 
nance the deficit for the current year, but | P 
such an approach will become ince 
difficult to maintain. Reserves will be de- — 
pleted and borrowings will become more 
costly. Direct controls on imports or. 
foreign-exchange transactions are difficult 
to administer, and though the former were 
introduced recently on a small scale, 
policymakers do not see direct controls as _ 
an effective remedy. Austerity in fiscal - 
and monetary policies, with its negative | 
social effects, and adjustment of exchange ў wi 
rates are emerging as painful but тоге ap- _ 
propriate remedies. | 
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ciation of the Indonesian currency against 
the US dollar has gained some speed since — 
August, but there is a feeling in some 
quarters that the rupiah has not weakened м 
quickly enough. In fact it has continued to 
appreciate against many other major cur- — 
rencies — and a sizable devaluation may — 
now be appropriate. 

The rupiah's slow slide against the US M 
dollar became noticeable late last year, as 
it dropped Rps9.5to Rps644:US$1 in De- _ 
cember 1981. During January-July this — 
year, it declined at an annualised rate of 
4.7%, and during August-October at a 
faster annualised rate of 11%. The decline. 
slowed in November when the US dollar | 
weakened against major currencies, but _ 
by December 10 the exchange rate stood E 
at Rps 686.75:US$1. Against the yen, the — 
rupiah actually strengthened from 2.97:1 
in January to 2.59 in mid-November be- _ 
fore falling back to 2.84 by December 10. 
Against the Deutschemark, the equiva- - 
lent figures were 286.3, 268.5 and 281.8. 

Presumably the slow currency adicit И A 
ment is meant to mitigate the harsh effects ^ 
of an abrupt devaluation. But uncertainty _ 
as to its length and extent has caused "м 
speculation and capital flight. Also, finan- — 
cial planning has been made difficult. The | 
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obligations. 

Capital outflows have been larger this 
year than last despite the less buoyant 
economy. The level of the outflow is not 
clear, but there has been a build-up in US 


dollar deposits both offshore and with ' 


local banks in the same way as occurred 
prior to the 1978 devaluation when the 
higher rates on rupiah deposits ceased to 
be sufficient to offset devaluation risk. 
Currently, six-month rupiah deposits earn 
17.5% against 8% for US dollars. 


Ass such a background it is not sur- 
prising that some argue that an abrupt, 
major devaluation, accompanied by suita- 
ble measures to prevené confusion and 
abuse, would not only eliminate uncer- 
tainty but also restore confidence and en- 
courage economic activity. It would allow 
rupiah interest rates to be lowered. The 
devaluation would also have various ef- 
fects on the balance of payments and gov- 
ernment budget. With serious world re- 
cession, a significant quantitative rise in 
exports cannot be expected, but the in- 
crease in the rupiah income of exporters 
may allow them to stay in business. 
‘Rubber, coffee and garments are all ac- 
tually or close to being uneconomic at pre- 
sent rupiah prices and producers may be 
forced out of business. Devaluation would 
discourage imports and improve the cur- 
rent account more effectively and at less 
administrative cost than import controls. 
Further help should come from the mas- 
sive November increase in the travel tax 
which has drastically reduced travel to 
Singapore, in particular, for shopping. As 
for the government, its oil earnings in 





Balikpapan refinery: devaluation would boost rupiah earnings. 


rupiah terms would be boosted more 
rapidly than its expenditure — at least in 
the short term. Thus the larger oil-tax re- 
venue would offset part of the existing re- 
venue shortfall. 

Inflation is a great worry. But experts 
argue that now there is a cushion against 
devaluation-induced inflation in the large 
unutilised production capacity. It is also 
worth remembering that the serious infla- 
tion which followed the 1978 devaluation 
of the rupiah was partly caused by the very 
sharp upturn in the export market which, 
fortuitously, followed it and which (unfor- 
tunately) is not expected now. 

Some have interpreted the recent 


periodical increases in the swap facilities 
provided by the central bank not only as a 
means of inducing capital inflows but also 
as preparation for a major movement in 
the exchange rate. Forward cover on 
swaps costs only 6%, providing a form of 
subsidised insurance against a big devale- 
ation. In 1978, businesses suffered great 
currency losses and complained bitterly. 
As is the case with the drafting of the 
budget, uncertainties surrounding the 
world oil market no doubt make it ex- 
tremely difficult for policymakers to de- 
cide whether, and to what extent, they 


should devalue the rupiah. — SUSUMU 
AWANOHARA and MANGGI HABIR 





Pacific quicksands 


High!y prone to natural disasters, Tonga badly 
needs aid to repair a battered economy 


By Ted Morello 
New York: Tonga needs an infusion of at 
least US$58 million to blunt the worst ef- 
fécts of its economic deterioration, says a 
Unitéd Nations report by a mission just 
back from the South Pacific archipelagic 
kingdom. The multi-agency team, which 
visited Tonga from October 12-21, re- 
ported,that the kingdom faces “many seri- 
ous economic difficulties and develop- 
. ment constraints" owing to its geographic 
isolation and the wide dispersion of the 
constituent islands, which make trans- 
port, communications and administration 
"extremely expensive." 
In addition, Tonga — chronically vub 
nerable to volcanic eruptions, earth- 
: quakes, tornado-force winds and other 
natura! disasters — was devastated over 
March 2-3 by Hurricane Isaac, which 
packed winds of 150 knots with gusts up to 
200 knots. Only six deaths resulted, but 
the damage to public buildings, homes, 


agriculture and the fishing industry was es- 
timated at US$19 million. Then on May 
30, a tornado caused one death and 
US$1.5 million in damage on Tongatapu, 
on which the  kingdom's capital, 
Nuku'alofa, is situated. In September, 
near-hurricane winds battered Ha’apai, 
one of the four main island groups that 
make up the archipelago. The full extent 
of the damage was unknown when the UN 
mission submitted its report. Even so, the 
arpount budgeted for direct disaster re- 
construction totalled only a little more 
than US$7 million, comprising mainly 
US$3.6 million for damaged schools, 
US$3 million to build low-cost replace- 
ment housing and US$600,000 to recon- 
struct public buildings battered by Isaac. 
Transport — including US$8.2 million 
for upgrading Fua'amotu airport at Ton- 
gatapu and a US$4.3 million ship-repair 
slipway at Neiafu harbour in the Vava'u 


group of islands — has been allocated 
more than US$18.2 million, with slightly 
more: than US$4 million budgeted for 
communications. The UN mission recom- 
mended about US$4.5 million to upgrade 
the fishing industry, one of the island's po- 
tentially most promising economic ac- 
tivities. The loss of fishing boats and gear 
from Isaac was heavy, and the storm de- 
stroyed the Tongatapu boat-building 
yard. Agriculture’s share of the US$58 
million aid package was about US$4 mil- 
lion. Isaac damaged about 11% of the 
coconut palms, the kingdom's principal 
source of export earnings, and destroyed 
90% of the producing banana plants. 

Yet even if the full amount recom- 
mended by the mission is contributed 
through multilateral and bilateral chan- 
nels, Tonga's economy remains at the 
mercy of extreme geographical isolation. 
Measured from Tonga's capital, the dis- 
tance to Suva in Fiji is 750 kms and to Apia 
in Western Samoa, 900 kms. Auckland is 
2,000 kms away and Sydney twice as far. 
As the UN report points out: “The re- 
moteness of the country from major 
economic systems creates à serious bur- 
den with respect to imports, exports and 
tourism." 
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A sharp increase in the Philippines’ balance-of-payments 
shortfall may serve to dampen an eventual economic recovery 


By Guy Sacerdoti 

Manila: When the Manila Rotary Club 
meets it is usually a noisy affair. Even 
while guest speakers talk, the murmur of 
gossip and business deals goes on in the 
background. But when Prime Minister 
CesaP Virata spoke earlier in December 
there was merely shocked silence. The ba- 
lance-of-payments deficit for 1982 will be 
more than US$1 billion, he said, nearly 
double the previous record of US$570 mil- 
lion during the second oil shock of 1979 
and about 20% above the government's 
October estimates. 

Flying in the face of President Fer- 
dinand Marcos' repeated assurances that 
recovery was on the cards for 1983, strin- 
gent conditions accompanying much- 
needed loans from the International 
Monetary Fund and the World Bank for 
deficit financing meant both public and 
private sectors would have to tighten their 
belts. For the economy as a whole, it 
means that when the recovery does finally 
agrive, Manila will be less prepared than 
other Asean countries to take full advan- 
tage of the revival. 

For Marcos, austerity became a politi- 
cal decision he could no longer forestall. 
About midway through negotiations with 
the IMF in November (REVIEW, Nov. 5), 
the presidential palace changed its tune 
from preaching imminent recovery to out- 
lining spending cuts. The P65 billion 
(US$7.2 billion) budget for 1983, already 
a reduction in real terms from this year's 
budget, would have to be pruned some 
18%, Marcos said, to keep the govern- 
ment deficit manageable. With the excep- 
tion of priority programmes such as the 
Kilusang Kabuhayan at Kaunlaran (KKK 
— the national livelihood and develop- 
ment programme) (REVIEW, Oct. 29) and 
the major industrial projects being built 
(REVIEW, Sept. 3), all government minis- 
tries and programmes are being forced to 
bite the bullet. Far from keeping civil ser- 
vants’ salaries attuned to rising consumer 
costs, some government employees may 
have to be reassigned as extension work- 
ers to KKK-type projects to reduce the 
government's own labour costs. 

Such major budgetary cuts will inevita- 
bly push back development plans, particu- 
larly for some of the more visible infra- 
structure projects Manila has continued 
despite the recession. Some road and irri- 
gation plans have already been delayed. 
And coupled with continuing depressed 
prices for coconuts and sugar, the Philip- 
pines’ two top traditional exports and 
commodities whose medium-term price 
outlook is least tied to recovery, the deve- 
lopment cuts could make worse the cur- 
rent public disenchantment with govern- 
ment in the hardest hit regions, politically 
a volatile issue. 

Marcos, however, had no choice. De- 
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spite efforts to remain publicly optimistic, 
Manila's two top monetary officials, Vi- 
rata and central-bank governor Jaime 
Laya, had to lay it on the line (REVIEW, 
Dec. 3). IMF standby credits of 315 mil- 
lion special drawing rights (US$288.9 mil- 
lion) were pivoting on the commitment to 
trim the budget deficit to P 13.4 billion this 
year — for the second year running nearly 
495 of gross national product — and to 
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government, in effect, to borrow against 
the banking sector's reserves. This will 
free a greater portion of new credit for the 
private sector and satisfy government bor- 
rowing requirements while at the same 
time limiting official expansion of the 
money supply. The monetary authorities 
will allow banks to purchase treasury 
bonds at 475 interest which can be offset 
against reserve requirements. Until last 
January, the reserve minimum was 20%, 
but this was reduced to 18% with plans to 
further lighten banks’ load to 17% on 
January 1 and to 16% in June 1983. 
Financing the government deficit against 
these reserves, however, has forced the 
deferment of these planned reductions. 
The government's borrowing require- 
ments next year total about 50% of bank 
reserves currently on deposit with the cen- 
tral bank. 


B: while this may stretch the financial 
system a bit to satisfy targets, the ori- 
gin of the new balance-of-payments esti- 
mates may make others more difficult to 
meet. The reason the actual 1982 deficit 
may reach beyond US$1.15 billion may lie 
in the delay of some loans coming into the 
country. Manila's second structural-ad- 
justment loan, of US$250 million, was ex- 
pected to be included in this year's figures, 
but negotiations in November left final 
talks on the loan to the third week in 
January, when the World Bank team will 
return to discuss a larger US$300 million 
package for 1983. Also, according to Vi- 
rata, a US$115 million syndication to the 
National Power Corp., negotiated earlier 
this year, has yet to come into balance-of- 
payments figures. This will place in- 
creased pressure on the country's ability 
to meet its statutory debt-service limit ob 
20% in 1983. Already at 19.4% this year, 
debt service is defined by Manila as all 
debt repayments as a proportion of the 
average of total export receipts, invisibles 
plus new borrowings over the previous 
three years. This is as opposed to IMF and 
World Bank calculations which use cur- 
rent export receipts. 
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Virata; Marcos; Laya: no choice but austerity. 


The result has been even greater restric- 
tions for 1983 on new foreign loans con- 
tracted. The IMF limit is US$2.3 billion, 
down from the US$2.4 billion for 1982. 
The central bank has been testing the mar- 
ket for its US$300 million borrowing, 
using instead of normal syndication a 
"club-loan" technique, whereby large 
banks agree to specific portions of the loan 
before it is announced. This avoids the 
potential snag of not being able to sell 
down the loan. Two central-bank deputy 
governors recently returned from a visit to 
the US and Japan, where they secured the 
agreement of banks to participate, but it 
appears certain that terms will be tougher 
than last year's US$325 million syndica- 
tion, though the government is bargaining 
hard to keep the spread below one per- 
centage point above the London inter- 
bank offerred rate. 

The central-bank loans are normally 
used for re-lending to the private sector, 
and because of debt-service pressures, 
may be used in 1983 to in part refinance 
short-term liabilities of firms utilising re- 
volving credits for trade-related working 
capital or for longer-term financing. The 
central bank in eNovember redefined 





guidelines to control short-term foreign 
debts, limiting them to: bridging finance 
for high-priority projects while awaiting 
disbursements of already approved long- 
term credits; working capital for overseas 
projects of local firms and for re-financing 
maturing debt. 

The result of all this on the overall ecog- 
omy will be significant though not devas- 
tating. Repayment of the country's matur- 
ing debt is secure, though some of it will 
no doubt be done with new borrowings. 
The government's ability to stimulate the 
economy is gone. Priority will be given to 
infrastructure projects already in train and 
routine maintenance works. And the pri- 
vate sector will probably remain sluggish 
given the need for continued strict monet- 
ary control and the effect on local demand 
caused by longer-term predictions of de- 
pressed coconut and sugar prices. The 
government still predicts growth at a real 
2.5% this year, though based on current 
figures, it will be about 2.2%. Given the 
IMF's performance criteria for the 
standby credit, real growth in 1983 will 
be targeted at about 4%, assuming infla- 
tion is cut down to 10% from this year's 
10.3%. a 





The peso under pressure 


Manila: Increased balance-of-payments 
deficits mean a weaker currency and the 
Philippines is no exception to the rule. As 
of December 10, the peso-US dollar rate 
was 9.05:1, down from 8.13 in December 
1981 and 7.6 at the end of 1980. And there 
is no indieation that its decline will slow 
soon. Some estimates are that the US dol- 
lar rate will be 9.3:1 by February 1983. 
While the central bank intervenes in ex- 
change transactions to avert drastic shifts 
in the parity, government policy is basi- 
cally to let the peso reflect market 
realities. 

Government officials argue that, like 
the rest of the world, Manila's plight is af- 


fected as much by a strong dollar as it is by 
the local Philippine situation. Until the 
latest precipitous drop against the dollar a 
few weeks ago, the peso had actually ap- 
preciated since the beginning of the year 
against the yen, the British pound, the 
Deutschemark, the Swiss franc and the 
Hongkong dollar. Its recent decline, how- 
ever, leaves it only ahead of the pound, 
the Hongkong dollar and slightly above 
the Swiss franc. But using the trade- 
weighted basket of currencies as a pauge, 
the peso has depreciated 1.4% during the 
first nine months of 1982, and the year- 
end statistics will probably show a more 
significant drop. — GUY SACERDOTI 
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High noon for the won 


Official exchange-rate policy comes under sharp attack 
from South Korea's hard-pressed exporters 


By Thomas Chesser 

Seoul: A showdown is shaping up be- 
tween South Korea's financial planners 
and the country's large and powerful trad- 
ing &mmunity over the government's 
foreign-exchange policy. Put into effect 
almost three years ago to smooth out cur- 
rency fluctuations, the policy has worked 
only too well — keeping the won's depre- 
ciation this year against the US dollar to 
just @%. But wild fluctuations against 
other major currencies during the year 
have cut deeply into South Korea's export 
competitiveness, forcing major exporters 
to slash prices and pare margins to the 
bone. Some exporters are now calling for a 
heavy — up to 20% — devaluation against 
the US dollar. 

Reduced prices coupled with aggressive 
marketing by the country's highly success- 
ful general-trading companies should give 
Seoul real growth in exports of 5% in 
1982, not bad considering the export per- 
formance of its Asian competitors, But 
traders say they have made all the cuts and 
sacrifices they can and fear that unless the 
government takes steps to rectify the situ- 
ation, a stronger, overvalued won will 
continue to take its toll in reduced orders 
and the switching of orders to more cost- 
competitive countries. 

Underscoring the severity of the threat 
to exports in 1983 is the fact that letters of 
credit, a gauge that measures 90% of the 
orders for the next three to six months, are 
down 9.3% from October 1981. “Much of 
our problem lies with the state of the 
global economy," said the head of one 
leading general-trading company. “But if 
exports are to do better next year and if 
the country is to better position itself for 
an upturn in the world economy, à major 
devaluation and a reassessment of its 
foreign-exchange policy are necessary." 

The government, meanwhile, has not 
only voiced opposition to a devaluation — 
or any change in policy — it has seemingly 
challenged the traders by forecasting ear- 
lier in December that exports will grow by 
13% in real volume terms in 1983 and by 
announcing that it plans no more than à 
3% devaluation of the won against the 
dollar for all of 1983. The won was de- 
valued 7% against the US dollar this year, 
a rate viewed by a number of trade and 
monetary analysts as too conservative. 
Exporters are calling for an additional de- 
valuation of between 5-20% against the 
dollar over the next 12 months. 

The Ministry of Finance cites three 
reasons for its stance. First is the improve- 
ment of the unemployment rate to 4% this 
year. It was rising unemployment in 1980 
that, in part, prompted the government to 
devalue the won against the dollar, first by 
16%, and then by year-end to a total of 
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37%. Secondly, with a newly announced 
goal of a balanced current account by 1986 
and the sharp improvement in the current- 
account deficit this year (originally fore- 
cast at US$4 billion it will now be US$2 
billion), the government argues that it 
would be foolish to increase its US dollar- 
denominated debt-repayment burden. 
Thirdly, it cites its effort to break the 
country's “inflationary psychology." This 
year inflation will be down to about 575, a 
rate unheard of since 1945 (Economic 
Monitor, REVIEW, Dec. 10). 

The government's unwillingness to 
compromise has fuelled new infighting be- 
tween the Ministry of Commerce and In- 
dustry, the trade watchdog, and the Minis- 
try of Finance which sets foreign-ex- 
change policy. “I can sit here and count off 
on my fingers the number of orders for 
ships, chemicals and heavy machinery we 
lost to the Japanese this year because of 
the [relative] cheapness of the yen," com- 
mented one angry Ministry of Commerce 
and Industry trade analyst. 


he problem stems primarily from the 

won being tied too closely to the dol- 
lar. Since 1980 the dollar has climbed 35% 
against the yen to à five-year high reached 
in October of ¥278 to US$1. This move- 
ment has thrown the won-yen rate out of 
kilter, along with that of the won and 
other major Western currencies. Al- 
though the dollar has recently begun to 
fall back, analysts at major American 
banks still view it as overvalued by 15- 
20%. 

In the first six months of this year the 
United States overtook Japan as South 
Korea's largest trading partner so it is ac- 
cepted that the dollar should play an im- 
portant role in exchange-rate manage- 
ment. But international critics of Seoul's 
foreign-exchange policy say other curren- 
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cies, specifically the yen and major cur- 
rencies of the European Economic Com- 
munity, should be given more weight. One 
reason for Seoul’s reluctance to change 
the present policy is because about 90% of 
its external public and private debf is in 
dollars. Any lessening of the weight the 
dollar is given in South Korea's exchange- 
rate policy, therefore, will have a serious 
effect on the country's repayment burden. 

Until February 1980, South Korea used 
a pegged rate determined by the Bank of 
Korea, the central bank, to set its won/US 
dollar rate. Since then a managed, floating 
rate has been instituted determined by a 
secret central-bank equation using the 
trade-weighted basket of currencies prin- 
ciple. But two parts of the equation, the 
baskets, are known. The first is the special 
drawing right basket originally formulated 
by the [International Monetary Fund. This 
comprises the dollar, the yen, the 
Deutschemark, the French franc and the 
British pound. The dollar and yen are 
given the largest weightings. The second 
currency basket, known as the "Korea 
basket," consists of the same currencies 
except that the Canadian dollar is substi- 
tuted for the French franc. The currencies 
are weighted according to actual trade vol- 
ume, and export goals. 

The *unknowns" in the equatiom are a 
“В” factor and a "P" factor. Private 
analysts believe the “В” fac- 
tor is linked to government 
economic-growth and export 
goals. The “Р” is what is jok- 
ingly referred to by analysts 
as the political factor. Critics, 
who have long been asking 
the government for a con- 
crete answer to how it calcu- 


cently started to question 
central-bank governors if any 
set formula actually exists. “1 
think the central bank's 
foreign-exchange equation is 


know it themselves," says one 
aggrieved exporter. 

What gives such accusa- 
tions some credence is the 
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that the value of foreign-exchange trans- 
actions in 1982 — covering all purchases. 


and sales of foreign currencies — will total 
the equivalent of about US$60 billion.) 
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to the foreign banks may prove a positive 
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¿US dollar rate. It is also thought that cur- 
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swelling budget deficit, with the decline in 
imports playing a particularly. important 
role. The national treasury depends on 


| import, duties for nearly 20%. of its re- 


venues, making tariffs the second most 
important source after personal income 
taxes, Receipts from commodity and com- 
pany income taxes are also running well 
below targets. 


Financial authorities are still. mulling - 


over how to make up the budget gap. The 


revised deficit of double the original fore- 
-| cast is based on tax revenue in the first 
four months of the fiscal year (July-Oc-. 


tober) so the first hope is that the economy 
will pick up in the balance of the budget 


issue US$500 million of government 
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TRADE 


The chasm widens 


American short ness brings nearer the alarming 


prospect of a U in trade war 


By Mike Tharp 
Tokyo: Japan's economic relations with 
its major trading partners, already at a 
post-war low, are likely to worsen next 
year. Phe Japanese Government can do 
more than it has to satisfy American and 
n demands, but not much more. 
Regardless of what Japan does, it will not 
be considered (m by governments 
coping with double-digit unemployment 
and stegaily declining industrial competi- 
tiveness. 

Economic events are now largely out of 
any government's control, and it is no 
longer a question of whether protectionist 
actions will be taken against the Japanese 
but of how severe those actions will be. 
The Japanese can only hope steps taken 
against them in Washington and else- 
where will be temporary or possibly sym- 
bolic. Then tbe issue will become whether 
the Japanese will retaliate in kind, touch- 
on ер a trade war not witnessed in the 
wérld for 50 years. Although Japan's 
European and Asian trading partners ac- 
count fora sizable portion of trade and 
trade problems, relations with the United 
States on both scores dominate Japanese 
sensibilities. What happens between the 
two largest capitalist economies in the 
world profoundly affects all other trade 
ties. It is instructive to examine what has 
happened recently on that bilateral front 
as ыз gauge of how events may unfold in 
1 


After such an examination, a few con- 
clusions emerge. One is that the steady de- 
terioration of trade relations, though hard 
to prevent, could have been lessened sub- 
stantially by more judicious behaviour on 
both sides. Another is that the breakdown 
has already damaged overall strategic re- 
lations between the US and Japan. Unless 
both governments, especially the adminis- 
tration of President Ronald Reagan, show 
far more vision than they have so far, their 
alliance will continue to weaken, to their 
mutual and serious detriment. The fiction, 
publicly stated by recent Reagan repre- 
sentatives in Tokyo, that trade issues are 
distinct from security ties, demonstrates 
either naive ignorance or a dangerous 
cynicism loose in Washington. 

“It is too important a relationship to 
tamper with or to allow to be weakened," 
US Ambassador to Japan Mike Mansfield 
told the REVIEW. “It means so much to 
this part of the world, and it means a great 
deal to the rest of the world." 

“There is very little we can do to break 
the ice,” a member of the previous Japan- 
ese cabinet also told the REVIEW. "We 
have been faithful and have tried hard to 
do whatever we can, but it is not enough 
from our trading partners' point of view, I 
can give my word that we have been sin- 
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cere, but we have not been able to live up 
to their expectations,” 

To a large extent the Reagan adminis- 
tration is responsible for the protectionist 
sentiment rampant in congress and else- 
where throughout the US. Setting aside 
the question of whether Reaganomics has 
caused or contributed to the severe Ame- 
rican recession, with its resulting politi- 
cally sensitive unemployment, the admin- 
istration has erred in two fundamental 
ways. First, the Reaganites, intentionally 
or otherwise, have misidentified what the 
basic problem is for American industrial 
competitiveness. Reagan administration 
officials early on took the tack that a lack 





of openness in the Japanese market ac- 
counted for the large and growing Ameri- 
can trade deficit with Japan — US$15.8 
billion last year and arofind US$20 billion 
this year. 


В: that argument is open to challenge. 
For instance, Japan's penetration of the 
American market was carried out in open 
competition, without the Japanese enjoy- 
ing the advantage of tariff or non-tariff 
barriers; or cultural barriers. This was 
pointed out by Eleanor Hadley, adjunct 
professor of economics at George 
Washington University and a former 195 
Government official. The same is true of 
Japanesé export successes in third-coun- 
try markets, she said. 

To Hadley and other American obser- 
vers, the most influential element affect- 
ing US trade competitiveness has been the 
currency misalignment between the US 
dollar апа the yen, which has ranged this 
year, by their estimates, between 25-35% 
in favour of Japanese exporters. This Has 


DCCH а чис PEDUIL YE UI magar 
rates which have prevailed in the US, since | 
Japan has for sound reasons resisted fol- 
lowing suit. (Even with the weak yen, Ja- 
panese exports have dropped below year- 
earlier totals for nine pa oe months.) 
However, senior officials of the Reagan 
administration, including Commerce Sec- 
retary Malcolm расе. Treasury 
Undersecretary Beryl Sprinkel апа 
others, have continued to insist that cur- 
rency realignment means much less to the 
two-way trade (currently running at | 
US$60 billion) than opening the Japanese 
market wider than it is. Clearly, Japan has 
to do more in providing equal selling op- 
portunities to foreign companies. But 
until and unless the monetary misalign- 
ment issue is addressed, whatever the Ja- 
panese do will not wake much of a dent in 
the trade imbalance. 4 | 
(Some US Government officials imply | 
this when they concede that total agricul- 
tural liberalisation by - would shave 
only US$500 million to 1 billion from 
the American deficit, and that Ossi br 




























companies would sell another US$1 | 
lion in tobacco products if they got а 
shake in Japan. On the other hand, one - 
way to erase US$3-4 billion a year in Ame- 
rican red ink from the bilateral trade 
ledger would be to lift the present congres- 
sional ban on the export of surplus Alas- 
kan oil and natural gas to Japan. Mans- 
field has strongly advocated this measure 
for years, with no perceptible move by the 
Reagan administration to lobby for such a 
lifting.) 

The problem of American industfal 
competitiveness is larger than the yen-US 
dollar rate, of course. The Reagan admin- 
istration, along with most members of 
congress, has largely ignored other factors 
that, in the long run, will determine Ame- 
rican national security. One is industrial 
policy. The US now does not have one, 
but many experts suggest it should 
(REVIEW, Oct. 16, '81), a recommenda- 
tion that runs counter to Reagan's politi- 
cal philosophy of getting government off 
the backs of the American people. During 
the 1984 presidential campaign, the issue 
will be joined, as Atari Democrats — 
those who believe the key to American 
competitiveness lies in the sort of high- 
technology developments exemplified by 
the computer-games maker — will push 
for a party platform plank establishing in- 
dustrial priorities. Hadley endorses other 
policy approaches as well, including a nà- 
tional economic inventory of the age of 
US plant and equipment in basic industry 
and studies of American educational 
levels and of research and development 
performance in non-defence commercial 
sectors. 

Instead of dealing with these and re- 
К issues in any meaningful way, the 

eagan administration has chosen to 
marshal its forces against an easier target 
— Japan. As was shown in November's 
congressional elections, it costs a candi- | 
date no votes to bash the Japanese. He 
may not win with the tactic but he cer- 
tainly will not lose. А 

The second fundamental error of the 


rnment. Over the past y 
the US side had adopted a 
confrontational approach in dealing with 
Tokyo. The stridency of public rhetoric, 
the carefully placed leaks to sympathetic 
reporters (something not unheard of by 
Japanese briefers) and the innuendo be- 
fore Capitol Hill hearings have all contri- 
buted to 'rising anti-Japanese sentiment 
among many Americans. It can be argued 
that the administration has done this to 
convince the Japanese of the virulent op- 
position they face in the US unless they 
play fair. That argument had much more 
credibility when US negotiators ap- 
proached bilateral trade problems the 
same way they now claim to deal with 
human-rights problenfs én pro-American 
military dictatorships: through quiet but 
effective private diplomacy. 

US Trade Representative William 
Brock has made genuine efforts to 
negotiate in good faith with the Japanese 
and Western Europeans, but his efforts 
have been undercut by Commerce De- 


-partment officials and some members of 


his own staff. For example, his deputy, 
David MacDonald, denied earlier this 
month at a Tokyo press conference that 
trade issues апа security issues were re- 
lated. 

Asserting that overall strategic in- 
terests would not be jeopardised by a rup- 
ture in trade relations, he said the security 


. . issue “is based on a sort of mutual self-in- 


terest and stands on its own, just as the 
trade issue stands on its own." A senior of- 
ficial of Japan's Ministry of International 


ar Orso, 
n increasingly 


tactics that seem to be motivated mt 
less by seeking practical solutions to speci 
fic problems and much more by ideology. 
For some months earlier this year, the US 
side claimed that two American computer 
companies, Cray Research Inc. and Con- 
trol Data Corp., had been shut out of 
Japan's scientific computer market by a 
new Miti project to develop a so-called 
super-computer to be used in science and 
basic research. In fact, the Miti pro- 
gramme is a 10-year plan which will not be 
completed until late in the decade and did 
not receive its initial funding until two 
years ago, after the two American firms 
began to lose business in Japan to Japan- 
ese competitors. 


ндү of Commerce Lionel 
Olmer, a former CIA official and 
Motorola executive, told a Japanese TV 
interviewer this month that the US Gov- 
ernment wants access to low-interest Ja- 
panese Government loans for American 
firms to invest in Japan. *We don't want it 
five years from now — we want it now," he 
said. Olmer was either unaware of or ig- 
nored the fact that the Japan Develop- 
ment Bank (JDB) is now negotiating with 
Materials Research Corp. to lend money 
so that a New York-based semiconductor- 
equipment maker can build a plant in 
Kyushu. In addition, JDB is also likely to 
lend money next year to Fairchild Japan 
Corp., a wholly owned subsidiary of 
Schlumberger Ltd, for a semiconductor 
plant, also in Kyushu. Japan's Export-Im- 


Sacrifices must be offered 


To defuse the tension with the Americans, 
the Japanese have to hurt themselves 


Tokyo: What else can and should the Ja- 
panese do to improve economic rela- 
tions with the United States? In the view 
of the more thoughtful observers of 
bilateral affairs, they should first realise 
that many of the issues raised by the US 
and other trading partners are no longer 
susceptible to rational solutions. The Ja- 
panese must continue to seek practical 
accommodation to specific Ly Staton 
But they must also understand that they 
have to take some steps that will make 
little or no commercial sense. They must 
do some things that will cause domestic 
pein In short, they must be motivated 
y a sense of giri, or duty and obligation 
to the US for what Americans did for 
Japan immediately after the war and, to 
a lesser degree, has done ever since. , 
Japan is now in the position of discov- 
ering its stronger but younger brother 
dangling precariously over a cliff. The 
smaller, older brother should not ignore 
the imminent danger of the situation by 
debating what width of rope to use in 
saving him or how foolish the US was to 


slip off the competitive edge in the first 
place. The decisions involved in such a 
rescue are hard ones, mostly political 
ones, and they will require the forging of 
a national consensus. Unfortunately, 
with the Liberal Democratic Party enter- 
ing a period of political turmoil stem- 
ming from the gradual demise of Japan’s 
strongest politician, Kakuei Tanaka, the 
outlook for such a consensus is not en- 
couraging. 

Specific steps the Japanese Govern- 
ment should implement include: 

» Gradually expanding quotas on ag- 
ricultural imports, without committing 
its resources to complete liberalisation 
ufiless the US and European Economic 
Community do the same; agricultural 
policy should be revamped to focus on 
improving domestic efficiency. ' 

» Getting out of the tobacco business 
entirely by abolishing the government 
monopoly corporation and letting one or 
more private companies handle the com- 
modity. 

„> Removing or reducing all tariffs to 













Baldrige: holding an old line. 


port Bank has also made two loans to 
BMW Corp. to import its cars to Japan. 
Criticism of the administration's ap- 
proach comes from several sources. One 
US businessman who has worked in Japan 
for more than 10 years says the dispatch of 
a series of “third- and fourth-string offi- 
cials” to Japan is not the best way to deal 
with the Japanese. *Our most effective 
voice is still through the embassy and 
Mike Mansfield,” he adds. Jantes 
Abegglen, vice-president of the Boston 
Consulting Group in Tokyo, says the ad- 
ministration’s confrontational tactics “are 
done without any particular thought as to 
how the Japanese will react. It’s just 
macho and accelerates a situation that has 


the levels prevailing in the US and the 
EEC. 


» Fair-trade commission examination 
of the sole-agent system, in which only 
one company is allowed to import 
foreign products to the Japanese mar- 
ket. . ' 


> The adoption of macro-economic 
policies that emphasise domestic-led 
growth instead of export-led growth. 

> Pursuing fiscal and monetary 
policies that open Japanese financial 
markets to free competition, regardless 
of the unpredictability of a market sys- 
tem and notwithstanding a reduction of 
authority by Ministry of Finance and 
Bank of Japan bureaucrats. 

» Increasing purchases of foreign 
high-technology equipment by Nippon 
Telegraph and Telephone Public Согр:, 
even though the cost is one-and-a-half to 
two times as much as comparable Japan- 
ese equipment. 

In addition, major Japanese com 
panies should make direct investments 
in the US and EEC nations of manufac- 
turing plants, regardless of whether the 
companies believe them to be commer- 
cially prudent. This is an example of an 
action that will hurt in the short run, but 
would be consistent with Japan’s post- 
war obligations to the US and to the free- 
trade system. — MIKE THARP 





DECEMBER 17, 1982 e FAR EASTERN ECONOMIC REVIEW 


oo visits that’ 

` to protect An 
|. terprises ` 

^. However, Jot 


B y Robert Mixing. 


| Washington: The administration of Unit- 
ed States President Ronald Reagan is 


awaiting rd s response after two 0 recent 


ming Tapine markets. 
merican retaliation e 


on pede 18; se is dudar toun 


| a series of market-opening measures 
-ginning on January 1 and continuing: d 


( T ing the early part of 1983. 


-is that each party has influenced the 
other and that neither wants to be accused 


‘by: organised labour and: other pressure 


groups of coddling the Japanese. “For the 
first time in post-war history, US-Japan 
ns could become a major foreign- 


3 policy | issue. between: Republicans and 


Democrats,” says one American dip- 


2s its расї onan American audi- 

e US side's approach to bilateral 
has had serious effects on the Japan- 
s own ocn: is naw weak, 


luring th 1960s. The debate has now 


more basic framework 
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Be he US. The new a ad- 
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During the sub-cabinet level talks i 


| Tokyo in early December, the US delega- 


tion presented Japan with a list of areas of 
commodities where further. market-open- 
ing moves are considered necessary. Ac- 


cording to US officials, for each item the 


US requested a timetable from Japan as to 
when decisions about the new steps will be 
taken. Officials in the office of the US 
Trade Representative told the REVIEW 
they expected that Japan would respond 
by the requested dates, which vary from 


product to prodüct. The list contained a | 


number of agricultural items including 
beef, citrus, cigarettes and pipe tobacco. 
It also included import. procedures (par- 


ticularly those pro-import procedures 


controlled by Japanese ministries other 
than customs), certification procedures 


and the procurement practices ‹ pon 
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say that Tokyo has gi ion 
to what, if any, tariff reduction will be 
forthcoming, though the figure of a 20%. 
reduction has been reported. On beef and 
citrus, US officials indicate that the en- 
larging of quotas might be acceptable in 
the short term if it were part of a larger 
package that included a time frame for 
phasing them out completely. 

The backdrop to the last round of talks 
was two symbolic events — the local-con- 
tent bill in congress and Nakasone's forth- 
coming trip to Washington. The local-con- 
tent bill has been cleared by the rules com- 
mittee of the House of Representatives 
and made its way to the floor for the first 
time on December 10. The debate con- 
tinued on December 14 during the lame- 
duck session of con ' The controver- 
sial Domestic Content Bill (HR5133) is 
primarily aimed at Japan, but according to 
several studies done*by both the Reagan 
administration and independent US Gov- 





ernment agencies, the legislation would 


have an impact not only on the motor in- 
dustry, but on the US and world economy 
às a whole. 1 


T: bill would require any vehicle manu- 
facturer which sells more than 100,000 
cars a year in the US to use a substantial 
amount of American parts and labour. 
The domestic-content legislation works 


` onasliding scale, depending on the number 


of cars sold in the US. A company selling 
more than 100,000 cars would be required 
to meet a 10% local-content stipulation; 


` 50% local content if 500,000 cars a year 


were sold, and 90% if 900,000 were sold. 
The two foreign firms most affected 
would be Toyota and Nissan, the largest 
exporters of cars to the US. In all, seven 
foreign companies export more than 
100,000 cars a year to the US — and six of 


. them are Japanese. In 1981, Toyota ex- 


ported 714,000 cars and light trucks to the 
US, Nissan 580,000. Honda 314,000, 
Toyo Kogyo 247,000, Subaru 152,000 and 
Mitsubishi 145,000. If the. domestic-con- 
tent bill becomes law, Toyota will have to 
show that some 70% of its cars on a cost 
basis were produced in the US by 1986, 
and for Nissan. the figure would be 


- 58.4%. 
— To meet the bill's requirements, Nissan 


and Toyota would have to move a signifi- 
cant portion of their production capability 
to the US — including their suppliers — 
according to a study by the Congressional 
Budget Office (CBO). Both Toyota and 
Nissan contend that they could not main- 
tain present production levels in the US if 
the bill is passed, thus their exports to the 
US would have to decrease to no more 
than 100,000 units by 1990. 

Although the United Auto Workers 


. union (UAW), the bill's strongest adve- 


cate, presents HR5133 as a progressive 
jobs bill, the legislation is more likely to 
have a negative effect on jobs and on the 
American consumer. The UAW claims 
the bill would create up to 1 million jobs. 
But the administration and the CBÓ con- 
clude that there would be an actual job 
loss owing to export losses in other sectors | 
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estimates, that by 

1990, 211,000 jobs in the motor and re- 

lated industries could be created from the 

import restrictions. But overall, there 
would be a net job loss. 

The CBO concludes that US car prices 
would increase by about US$500 a car. 
The administration calculates it to be 
closer to US$1,000. The CBO also pre- 
dicts that by 1990 retaliatory trade restric- 
tions would lead to a 0.3% decrease in the 
US GNP and unemployment would be 
0.1% higher. US Trade Representative 
William Brock, strongly opposing the bill, 
says its passage would be a blatant viola- 
tion of the General Agreement on Tariffs 
and Trade, and Gatt signatories can be ex- 
pected to seek compensation for lost ex- 
ports in excess of US$15 billion. Brock 
claims that it would undermine US efforts 
to promote a free-trade regime. Nonethe- 
less, the bill has 224 co-sponsors in the 





Brock: strong opposition. 


House of Representatives and about 20 
supporters in the senate, 

Whether or not the bill passes the 
House, it lacks support in the senate. The 
Reagan administration also strongly op- 
"m it, and would be likely to veto the 

ill if it ever reached the president's desk. 
Nonetheless, the groundswell of support 
in the House reflects the growing protec- 
tionist sentiment in the US, faced with un- 
employment near 11%, the highest since 
the Great Depression of the 1930s. 

US officials, however, fear that such 
popular sentiment is not understood in 
Japan. “The Japanese," a senior US trade 
official told the REVIEW, “аге very good at 
counting heads. So they calculate that the 
dgmestic-content bill won't pass and they 
have nothing to worry about." 

The development US trade officials fear 
is that Tokyo will announce superficial 
market-opening moves as a public-rela- 
tions exercise to smooth the way for 
Nakasone's visit. Says a senior trade offi- 
cial: “If that happens, there will be a seri- 
ous problem in US-Japan relations at the 
highest level." But the official adds: *Our 
upderstanding is that Nakasone is taking 
measures to avoid such a situation." — ш 
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Funds for 
the faithful 


Malaysia is set to open 
its first Islamic bank 


By Jeffrey Segal ә 
Kuala Lumpur: There are 38 different 
commercial banks operating in Malaysia, 
but for many of the country's 7 million 
Muslims, Bank Bumiputra or Ban Hin 
Lee, the Hongkong and Shanghai Bank- 
ing Corp. or Hock Hua offer go real 
choice at all. Every one of the 38 pays de- 
positors and charges borrowers interest, 
and in Islam interest is haram — forbid- 
den. “Allah has permitted trade and for- 
bidden usury,” says the Koran. “Those 
who, after receiving direction from their 
God, desist, shall be pardoned for the 
past. Their case is for Allah to decide. But 
those who repeat the offence are compan- 
ions of the fire. They will abide therein 
forever.” 

Pious Muslims, faced with choosing be- 
tween financial insecurity and the fires of 
hell, have in the past often opted for the 
former and kept their savings at home. 
From the middle of 1983, though, they will 
have a genuine alternative — Bank Islam 
Malaysia, the first Islamic bank in South- 
east Asia. Bank Islam Malaysia is the pro- 
duct of 11 months of research by a top- 
level, government-sponsored committee, 
which culminated in early December in 
the passing of legislation to set up the new 
bank. 

The committee's confidential report to 
Prime Minister Datuk Sri Mahathir 
Mohamad, which lays the ground rules for 
Bank Islam Malaysia, has been made 
available to the REVIEW. The 137-page re- 
port is in three main parts. The first covers 
the background and gives an outline of the 
bank's planned operations and a sketch of 
its organisation. This is basically similar to 
any commercial bank, with a board of di- 
rectors heading departments dealing with 
investments, funding and administration. 
But in this case the board will be paral- 
leled by a religious supervisory council, 
made up of between three and seven 
ulamaks, or theological scholars, whose 
role will be to make sure the bank's ac- 
tivities comply strictly with shariah or Is- 
lamic law. 

The new bank will have an unusual 
equity structure, too. A stake of 30% of 
Bank Islam Malaysia's M$100 million 
(US$42.6 million). paid-up capital — 
which according to the report will make it 
the country's third-largest domestic bank 
in terms of capital and reserves — is to be 
taken up by the federal government. 
Another 10% goes to the Pilgrims' Fund- 
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‘Management Board, LUTH, which has 


been one of the guiding forces behind the 
bank's formation, and 5% is for Perkim, 
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“The most up-to-date and 
comprehensive picture of | 
China's economy available! 


Almanac of China's Economy 


With Economic Statistics 1949 — 1980 
XUE MUQIAO, Editor-in-Chief 


This definitive and official reper? from the People's 
Republic of China marks a publishing first for 
China. Hailed by Beijing Review as “the most up- 
to-date and comprehensive picture of China’s 
economy available,” the Almanac was poet by 
renowned economists Xue Mugiao, wit 
contributions by China's top leaders and 
economists. It provides the only systematic account 
of the development of China’s socialist economy 
over the past 30 years, including government 
policies, decrees and regulations for agriculture, 
industry, finance, taxation and foreign trade. 








“ONNONODA < муал 


уча YN m mue 


меу 


Focussing on China's economic performance in 
1980, the Almanac makes available all statistics 
and developments since 1949. It provides 
background information on Chinese history, 
geography, national minorities, political parties, 
government systems, legal developments, mass 
organisations and administrative units. To 
facilitate the cooperation and exchange between 
China and other countries, the Almanac also lists 
major Chinese economic research organs, 
periodicals and academic bodies, plus foreign trade 
organisations, banks and insurance companies. 
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Almanac of China’s Economy provides the only 
official report of China’s economic, political and 
business trends. Find out where China has been, 
and where it’s going, with this one-of-a-kind 
historical document. 


„| To: Book Division, ALCE1223FR | 
1144 pages South China Morning Post, 
эе; a~ G.P.O. Box 47, і 
128 invaluable Hong Kong 
charts and Please rush me copy/copies of Almanac of China’s I 


tables 


For the first time — 


. * 
Almanac of Ching's Economy 1981 
a single volume that contains Almanac of Ching’s Beonom) 8) 1 
complete information on No. of copies .......... Oby surface Oby airmail” i 
. 9 ы z 1 Р * 
China's economy! remm "EC C 
rope 135.00 21.00 13.00 
United States 165.00 25.00 15.50 i 
2  ———————— M Australia & New Zealand 130.00 20.00 12.50 
= —————————————— © L Middle East 90.00 14.00 8.50 
a LS E T T -— шыш шшш тыз шшш c шыш eee шыш тшш س‎ тшш 


FAR EASTERN ECONOMIC REVIEW e DECEMBER 17, 1982 Y 59 





үнс CEUSIHTI emare soc 
total of 25% for the religious 
of the various states. The remaining 






! е % 
is to be split equally between government 


agencies such as the Federal Land Deve- 
lopment Authority, “qualified” bodies 
such as Permodalan Nasional (the na- 
tional equity corporation), and other 
state-level religious organisations. These 
could be the depa ts that collect 
zakat, the 2.5% levy still collected in some 


states, or the bait-ul-mal, state custodial . 


offices that hold gifts or deeds from indi- 

. vidual Muslims, eo 
The report goes on to discuss Islamic 
laws pertaining to banking and 
. economics. Interest, or riba, is completely 
outlawed and in its place Islam promotes 
the principle of sharing profits and losses. 
` This can be carried out ig four main ways. 
The first is mudharabah, whereby one 
party provides 100% of the capital for a 


. particular project, tgkes no management 
. role but splits the profits with the entre- 


E according to a pre-arranged ratio. 
Next is murabahah, in which goods are 


_ soldat a price which covers the cost of pur- 
-chase and an agreed profit margin. 
. Thirdly there is musharakah, a full profit- 
Sharing, decision-making partnership or 
- joint venture between a financier and an 
. entrepreneur. Finally, there is wadiah, 
` which allows the owner of an asset to de- 
-. posit it with another person, who can then 


make use of it with the owner's agreement. 


A B: Islam Malaysia aims to translate 


these precepts into a whole range of 


.. business operations on both the funding and 


investment sides. Customers' current ac- 
counts, which can be opened with a mini- 
mum of M$500, will bear neither interest 
nor a share of the bank's profits. Nor, 
strictly speaking, will savings accounts, 
which depositors will be able to start with 


-— M$10 or more. The bank may, however, 
. provide “gifts” to savers “as a token of ap- 
. preciation for keeping their money with 


the bank,” as the report puts it. The newly 
appointed chief executive of Bank Islam 
Malaysia, Abdul Halim Ismail, concedes 
there will be no practical difference be- 
tween a gift and a slice of the bank's earn- 
ings, though there will be no contractual 


. Obligation to pay up. Many Muslim savers 


are principally looking for safe custody for 


their funds rather than a reward, says 


‘Halim, currently chief economist with 


. Bank Bumiputra. “Some put their money 


in existing banks and refuse to accept in- 
terest,” he told the REVIEW. 
Money-making deposits with Bank 
Islam Malaysia will come in two forms, 
both based оп the i, practice of 
mudharabah. General investment depo- 
sits of M$500 upwards will earn a share of 
profits from a general pool of investments 
for a fixed period of three months o 


_ more. Special investment accounts, by 


contrast, will earn income only from speci- 
fic projects or sectors stipulated by the 
customer. Corporations, rather than indi- 
‘viduals. are seen as the likely clients for 
this type of deposit, which Halim com- 


pares to a portiolio-management opera- 


tion. 





ide 


the prohibition of ri 
uying government paper as other com- 
mércial banks do. Treasury bills and 


short-term government securities are both 
interest-bearing. To get around the pro- 
blem, when parliament approved the Is- 


lamic Banking Bill, it also approved а new 


government Investment Act that allows 
the government to issue short-dated in- 
vestment certificates .paying dividends 
rather than interest. These will probably 
be issued on tap rather than at intervals, in 
multiples of M$10,000 with a maturity 
period of a year or more. Individuals and 
institutions such as LUTH and the bait-ul- 
mal, as well as Bank Islam Malaysia, will 
be eligible to buy them. | 
The bank's medium- and long-term in- 
vestments will fall into four main 
categories. It will finance fixed-capital re- 
quirements, such as land, buildings, plant 
and machinery, usually as the sole source 
of funds or as a business partner. It will 
provide cash for equipment, either on the 
principle of murabahah — which, Halim 


| i PN 
Anwar: joint ventures promised. **®% 
says, "transforms what is traditionally a 
lending operation into a sale and purchase 
agreement" — or through a form of leas- 
ing based on bai' muajjal, or deferred 


sales, It will also finance a company's in- | 


ventory on similar lines, with the bank 
taking all the risk until the point of sale 
when profits are split between the two par- 
ties. Finally, it will give bridging and end- 
financing for property, where the bank 
either buys the premises and re-sells it to 
the purchaser on instalments (with a 
negotiated profit margin) or substitutes an 
assumed rental value for its profits. 

The process of vetting investment pro- 
posals will, therefore, be a crucial test of 
thè bank's economic viability. Under 
mudharabah, for example, any project 
losses would be borne by the bank alone as 
the only source of capital. “We will be 
very cautious in the beginning," stressed 
Halim, “and apply normal corporate-fi- 
nance yardsticks.” 

Equally critical will be Bank Islam 
Malaysia’s ability to attract depositors’ 
funds. Outside the banking sphere, indi- 
vidual long-term Muslim. savers can put 


















not they 
make the pilgrimage. The national unit- 
trust scheme, Amanah Saham, also offers 
an alternative. The two-year-old scheme 
will be paying out a second annual di- 
vidend of 10% in 1983 and making a sec- 
ond bonus issue to investors. — 
Halimsees Bank Islam Malaysiaascater- 
ing to a different section of the communi- 
ty, though — people, mainly in the rural 
areas, who largely do not use banking or 
saving facilities at present. Encroach- 
ments on other institutions, he says, will 
be minimal. A recommendationeby the 
committee that no other Islamic banks be 
set up in the country for 10 years will also 
help to protect the bank's own sources of 
individual deposits. 





alim admits that the weakness of the 

Muslim-owned corporate sector in 
Malaysia will make it difficult for the bank 
to achieve the standard breakdown of de- 
posits among commercial banks here: 
30% individuals, 40% government and 
statutory bodies and another 30% com- 
panies. He foresees a far heavier weight- 
ing for the individual sector and a corres- 
pondingly lighter share for companies. 
This could be balanced out, though, by a 
stream of funds from overseas, particu- 
larly from Middle Eastern countries, 
which Halim feels might be attracted hy 
the special investment deposits. 
Shareholdings by foreign interests, which 
the report said could have “tangible bene- 
fits in the form of inflows of funds, busi- 
ness relationships and technical assist- 
ance,” are ruled out, though, as are equity 
stakes for Muslim individuals, at least in 
the early years. Still, Saudi Arabia's 
Prince Mohamed Faisal, the founder of 
that country's own Islamic bank, has al- 
ready given a written undertaking to enter 
into joint ventures with Bank Islam 
Malaysia, according to Deputy Minister in 
the Prime Minister's Department Anwar 
Ibrahim, who visited Jeddah in July. 

Halim would not reveal his targets for 
deposits, but he did stress that Bank Islam 
Malaysia “will not be constrained for a 
long time by the capital-adequacy require- 
ment." This is a central-bank rule that re- 
quires commercial banks to maintain at 
least 4% of their capital funds against their 
total assets — in other words, restricting 
Bank Islam Malaysia to assets of M$2.5 
billion on its initial capital. 

Judging the bank's likely profitability is 
difficult. The committee made no feasibil- 
ity study before giving its recommenda- 
tions. “There was no data to go by," said 
Halim, who himself sat on the 13-man 
committee headed by the prime minister's | 
special economic adviser, Raja Mohar 
Badiozaman. Instead it studied the history 
of the Faisal Islamic Bank in Egypt and 
Sudan, and concluded — perhaps optimis- 
tically — that since both branches had 
made profits in their first year, “the estab- 
lishment of Bank Islam Malaysia would be 
a viable project.” 

Some observers, however, see the es- 
tablishment of the bank as less of а`сот- 
mercial venture than political oppor- 
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ting ù 
t against the theocentric Party Islam 
) in recent months. During the cam- 
ї nth's by-election at Bin- 
onghold of Trengganu, vis- 
ini ‘including Anwar re- 
edly stressed the Islamisation pro- 
me, and the ruling National Front 

useful. victory. 


nance 
Min igh Hamzah, pre- 
senting the Islamic banking bill, said the 
bank "springs from the hearts of the Mus- 
lims.” 
+ At present, Bank Islam Malaysia con- 
sists of Halim himself and a couple of full- 


support staff from LUTH. The for- 


n procedure should get unde: 
| peu after the upper hous 





gister as a company. The head office | | 


nd Kuala Lumpur branch should be open | 
ог business by the middle of 1983, with a 
total staff complement of about 75. Virtu- - 
ly all the senior-grade staff, whom the 
-| report says should ideally be Muslims with 


a religious commitment as well as banking 
expertise, will initially be recruited from 


other banks and institutions, and willlater | 


be able to train new staff. 
< Halim refused to be tied down on 1 the 
politically sensitive question of where fu- 


‘ture branches might be located. Anwar 


has said that rural outlets of Bank Islam 
Malaysia would be operating in two or 


‘three years’ time, but the chief executive 


sees a need for siting them in areas which 
make economic sense. He identified the 
towns of Kota Baru, Kuala Trengganu 


and Johor Ban as possibilities, ui 


` Let the saver beware - 


Z Depositors with some of Hongkong's liquidity gqueezed 


DTCs should not expect any һер from 


i Antho f Romey 


»posits from the public. Mor 
from the point of view of € 
 positors, it would almost certain 
too that the affected TC 


e government 


mechanism for: any “lifeboat” operation to 


rescue depositors. 

‘Martin says he is confident the De- 
cember returns (based on average liquid- 
ity on one day in each week of the preced- 
ing month) will not reveal a widespread 
problem, and that the, November crisis, 
when at least six DTCs had credit lines 
from banks cut off, has been contained. 
He also thinks it will be confined to a 
relative handful 


DTCs. 


‘But Martin, and the DTC and banking 
sectors. he oversees, will be fortunate if. 


_ they escape so lightly from the current. 


position оѓ over-banking - (including 
“fringe” banking via DTCs), over-lending 
and over-investment in property in Ho E 


. kong. The commissioner accepts that t 
basic problem which put several DTCs i in Ae 
evere difficulty in November was an out- |. 
come of troubles at property groups Са: 1 


ut hei insists that the 


of non-bank- owned | 


08$14.50 
£7.50/ 
A$13.50 
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themoment. ^. 
|. Foreign banks i 


ney-market support for the D 
| шг will 


ady that the strains are 


show: Martin also admitted on Decem : 


< | 9 that “with hindsight” it might have bee 


wiser had he decided earlier not to ; 


TC: | any fresh DTC registrations. 


1981, only DTCs which are at least 


owned by banks have been able to apply 
-for registration but a surge of 40 or 


a | through before the effective ban on new 
| “non-bank DTCs was implemented. 


iggests, perhaps, 
PR e some of its 


lic i is some- 
i ithe present situation. The 


liquid assets DTCs have to hold. 


ist annt and time deposits with 
exclude “amounts owing to any bank 
other DTC,” according to the Deposit- 
Companies Ordinance. In normal 

uch deposits would be al- 


ically renewed and a DTC: 


iding would itself al- 
in relatively liquid 
TCs or banks. But 


hi is a particularly imp 


tion now thatthe DTCsectorh be-- 


ne more dependent on mon 
unding than public deposits. 
ctor has some HK$43 billion ( 
ion). of. liabilities. to: the public 
against nearer HK$50 bil а 


1 took comfort at a pre 
De mber 9 from the- 
f 


“small depositors. . .* 


The government now has to find away 


of dealing with such institutions, some of 
| which, it has become clear, suffer from | 


very poor management. as. well as rash 
lending. Yer despite І the commissionet's 


6... the 


woke. to. protect members of the 

against : eventualities 
ни which they cannot be ex- 
pected to protect themselves. To 


date, the government has largely 


met this responsibility by concefh- 
ing itself with the protection 


— then financial secretar 


Haddon-Cave March 15, nup 


e ss our system of. prudential 
supervision is not designed to 


+. в 


guarantee the repayment of all. 


amounts due to depositors. . .* 


. — Commissioner of Banking and | par 
даша Taig Companies Colin | st 
Martin December 9, 1982 


jovernment has three re- 
sponsibi ities: the first is to at- 


; uming half 
m the public. as against from 


other financial institutions] 


and further assuming an ann 
f 0.0596 a the insured dep 


ould be shared i in proporti 


deposit base of some 484 banks and DTC 


so the burden would be “eminently r 


ise f 
elsewhere and encourage he public 
their money with more risky institutio 
offering higher. deposit. rates, he 
Similar arguments were heard in 
but were eventually overcome; hi 
. Apart from the present dange 
positors in non-bank-owned . D Cs 


on ues 
.| over the widespread use of “с 


nfo 
ters” by parent banks toenable their DTC 


‘subsidiaries to lend in excess of the 
| legal limits. The DTC Ordinance says t 


át 
a DTC shall not normally lend a sum or 
aggregate sums to any. one borrower if 
those sums exceed a quarter ofthe DTC's 
сар base. Loans to other DTCs or 
uded. The acceptance of 
or bank guarantees from 
as, however, allowed in- 
ngkong to lend well in ex- 
‚ and as Martin admits, 


admission that he might have aded. earlier. : 
| in preventing the runaway growth of the 
| DTC sector (just as it might be argui 


government might have acted e: 


uthority Wire 
is incorporated, he ad- 
has never i been tested. 


Th ym have! be soon given the cur- . 


y banks and. 









Household appliances 1s written with a "Z^ 


Every single working day 16,000 domestic appliances roll off 
our production lines. 
Bound for kitchens anywhere in 111 countries. 
Because we are Europe's biggest manufacturer of domestic 
appliances ...and its most innovative. 
Constantly finding new and better ways to wash and dry the laundry, 
do the dishes, keep your food fresh, cook your meals. 
To bring you technology you can really feel at home with. 
Because Z is for Zanussi. 


LETS GET RR Ten CT ERE RARI 
people working for people 
Industrie Zanussi spa 


Р.О. Box n. 218 - 33170 Pordenone (Italy) " 
Tel. (0434) 3961 - Telex 450363 - Cables: Zanussi spa Pordenone 






~ 5. ED ENGINEERING 
GE TS OFF TO A GREAT START...: 


AND A ONE-TWO FINISH! 





' Each year, there-are only a handful of events that count 
toward both the prestigious World Championship of Rally Drivers 
and the Manufacturers’ World Championship. This year's Motogard 
Rally in New Zealand was one. Thus it attracted and tested not only 

| the world's best rally drivers and navigators, but also the best 
designs and engineering of the world's leading car makers. 


e VAN I * Toyota entered two new Celicas in the rugged 
Motogard Rally. After more than 2,220 km of fierce competition. 
Through day and night. Over paved highways, gravel roads, and icy 
forest paths... Only 31 out of a starting field of 64 cars were still 
running at the finish. Toyota's two Celicas were first find second! 


j FAW I = Not every entry in the Motogard stood a chance for 
overall victory, but of those that did, virtually all were *works" 
prepared and entered like Toyota's specially modified Celicas. But 
unlike any of the others, Toyota's new Celicas were making their 
official debut in World Championship Rally competition. 


a =. Ma 


. | ZA { = You can experience advanced engineering and rugged 
dependability in every Toyota... including the Corolla. Economy and 
mM long lasting performance are why Corolla is the world’s best selling 
car. For winning performance you can count on, start by checking out 
TN all the new Toyotas today. See for yourself how the facts come alive 
when you drive Toyota. 
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The South Pacific Explorer fare. 
А beautiful new way to reach the U.S.A. 


Now instead of going to the U.S.A. 
the same old way, fly Air New 
Zealand and we'll take you there a 
beautiful new way. Via the South 
Pacific. 

You can fly there either from Hong 
Kong or Singapore. Or return from 
the U.S.A. to Hong Kong or 
Singapore. The price is the same 


either way.Just HK$5,600 or S$1,960. 


Travelling in either direction, 
you can have a choice of 


stopovers in New Zealand, Tahiti, 


the Cook Islands, Fiji and 
Hawaii. If you wish to see more 
than two of these islands, it costs 
just HK$250 or S$100 for each 
additional stopover. The ticket is 
valid for one year and allows you 
to explore the South Pacific's 


paradise isles at your own pace. 


How long you stay at each 

destination is The Pacifics 

up to you. Number One 
The Sou АК. 





Pacific Explorer 
fare. A beautiful 
new way to reach 
the U.S.A. 


& air new zEaLarnn 


e ensuing five-month silence from 
th sides has been more than made up 


a growing clamour among stock- - 
businessmen and planters in 


Singapore and Kuala Lumpur. 
main murmurings. that have 
the Mal 





“tered is coy. But Dunlop Holdings’ cor- 


orate-affairs director, Roy Marsh, said 
iere still going on with Pegi. How- 


e ilso said the financial arranges] 


rising 20 M cents to M$2.86. Gr 
, ‘changes may have fuelled the 
speculation, Pegi and Eastwind chai 


man Ghafar Baba has stepped down. 
1 from the Synthetic Resins board and 


Mohamed Ibrahim Zain, chief executive | i 


‚| of Synthetic Resins’ advisers Amanah- 1 


ank, resigned his Pegi ? ] 


_ Pegi’ SW rsening financial positio 
S casts а cloud over the DMIB. deal. 


and are expected toshowa adropi inearn- | 
ings in the half-year to September 30. 
Synthetic ‘Resins’ own figures for the. 
same period show a29% falli ineross in- 


IN recent weeks the REVIEW has run 
veral articles on the innards of the 


| Hongkong-based Carrian group which 


together pointed to various on 
conclusions about the nature 


How much money did Carri 


initially have behind then 
Not much. | 

How did they create ( 
By ind олет mone; 


By crating . 


; wealth. 


ast. But Shroff has now been chal. PC 
lenged by a reader to spell out in single | Wh 


sentences what answeys he would giveto |. 


the basic questions around the mystery 


p. As this is a season for bold asser- |= 





. a AAA credit rating. 


How did it acquire that? 
Ask Wardley. | 
id 
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By Philip Bowring 
: The ага of failed deposit- 
taking company (DTC) Dollar Credit 
look like taking a long time to unravel. In 
the meantime, Commissioner of Banking 
(and of DTCs) eg beu: whose office 
Supervises Dollar Cr it, is coming in for 
strong criticism from bank creditors who 
с that his office, which is responsible 
for “prudential supervigon” of DTCs, has 
been unhelpful ed he government 
lethargic in dealing with the situation. 
Dollar Credit announced on November 
15 that it was unablé to meet its obliga- 
tions. It owes some. HK$650 million 


` (US$99.5 million) to 39 banks and DTCs. 


& 


1 






|; anm 


A liquidator has just;been appointed on 
the application of. а, leading creditor, 
American Express. Even if directors' 
guarantees to lenders are fulfilled, Dollar 
Credit is likely to be the biggest bank- 
ruptcy in Hongkong's commercial history. 
It is also a problem which could possibly 
spread due to inter-company links. 

Dollar Credit was no fly-by-night fi- 
“nance company but one of the largest and 

dly most conservative in Hong- 
kong, with board-level links to the Hang 
Lung Bank, and engaged mainly in trade 


_ finance, not property development. It is 


rstood that not long before it col- 
Martin had recommended that 
Credit be allowed to become a 


- licensed DTC — the elite DTC group al- 


" 


authorities ey could not have prevented 
slide, MEM to have Gowan WIIN one tiie’ 's failure to repay 


Dollar Credit's 


lowed to take short-term deposits from 
the public. 

The commissioner's office takes the 
view that its supervision could not reason- 
ably have prevented the rapid chain of 
events which led to Dollar Credit's failure. 
These were the advance of HK$561 mil- 
lion to the F. S. Mao group, a trading con- 
cern, out of total loans of HK$864 million. 
The Mao family guaranteed another 
HK$55 million in loans. One board 
member of Dollar Credit (Holdings) — 
the DTC's quoted parent — is John Mao 
Kai-yuan, who is linked to the Mao group. 

Of the lending to the Mao group, 
HK$279 million took place in the first half. 
of November, just before the failure 
which was said to be due to the inability of 
the Mao group to repay these loans. Most 
creditors accept that if this was a fraudu- 
lent manoeuvre there was no real way of 
preventing it. But they fault the commis- 
sioner for lack of action in the aftermath. 
The existing management of Dollar Credit 
was left in place. And even now, four 
weeks r the event, no action has been 
taken to bring the Hongkong police Com- 
mercial Crimes Bureau into the case, 
though creditors believe that there are 
very reasonable grounds for suspecting 
large-scale fraud. Lack of reference to 
commercial crimes contrasts with the 
speed with which the police moved to in- 


vestigate recent jewellery-shop closures. 
Nor, say the disgruntled creditor banks, 
did the commissioner intervene to try tà 
arrange an orderly conduct of affairs be- 
tween Dollar Credit, its various bank and 
DTC creditors and directors. 

Already the chairman of Dollar Credit, 
Willie Yu, has vanished. Two other key 
directors, Cheng Eng-kuan and Lee Hoi- 
kwong, remain in Hongkong.. They 
guaranteed loans to Dollar Credit to tht 
tune of some HK$330 million and prom- 
ised in a letter to creditors last month to 
sell their assets to pay the debts. However, 
in letters written in the past week by law- 
yers for Cheng and Lee, P. T Yeung & 
Co., to some creditors holding guaran- 
tees, the two directors repudiated their 
obligations saying they "deny they are li- 
able" for debts under the guarantee. It is 
not known whether the banking commis- 
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Singapore solicits 


ing to capitalise on political uncertainty in 
орто Singapore Pace technology transfer 


| By Mary Lee 


ie 


: The territory’s uncertainty 
t its political and economic future has 


2 ` attracted investment hunters from many 


~ 


parts of the world. Among those hoping to 
profit from capital flight from Hongkong 
are American, Australian, Canadian and 
Caribbean property vendors as well as 
governments of Southeast Asian coun- 
tries. Of the various government-inspired 
drives, however, Singapore’s stands out: 
the republic is concentrating on techno- 
logy transfer from Hongkong, including 
the attraction of professional expertise in 
certain fields. It is not interested in Hong- 


_ kong capital per se, according to local Sin- 


Esr 


E representatives, who ex ed 
I there is a basic price of S$1 
Б тон (US$465,000) for permanent resi- 


"xd 


_ dence, not every person who has this sort 
` of money will be accepted. 


mg 
. 


Proof that Singapore is tackling Hong- 
kong's jitters in a systematic way is the 
despatch of its Economic Development 
Board (EDB) officers to Hongkong re- 
cently. They are targeting Shanghainese 
industrialists and Chiuchow businessmen, 
because Singapore feels that both dialect 
groups, compared with the Cantonese, 
possess greater industrial enterprise. In 
particular, Singapore is seeking the trans- 
fer of computer and electronics technol- 
ogy from Hongkong. 

The vanguard of the EDB investment- 
hunting team comprises two Cantonese- 
speaking officers familiar with the colony 
— Vincent Yip, head of aerospace, instru- 
ments and research and development divi- 
sions, and Mrs Hu Kee Cheng, head of 
special projects. Hu is also the EDB's im- 
migration officer, charged with selecting 


those interested in investing in Singapore 
with a view to obtaining permanent resi- 
dence and citizenship. Depending on their 
report of the potential for technology 
transfer from. Hongkong, the EDB will 
decide whether it should set up a desk at 
the Singapore Commission here. The 
EDB left Hongkong several years ago. 

Brains are the other resource Singapore - 
hopes to tap. The National University of 
Singapore has advertised lectureships to 
professors in any field of study but prefer- 
ably in computers and electronics. 
Analysts say few established universities 
in the world cast such a wide net, which in- 
dicates that Singapore is interested in the 
best and brightest in every field. 

The brain drain to Singapore, some say, 
has already started; 5-600 applications for 
jobs with the republic's Mass Rapid 
Transit Provisional Authority, overseeing 
plans for an underground railway, have 
been received. As applications continue 
to pour in, two officials from the authority 
are now in Hongkong conducting inter- 
views. Sources say applicants are mostly 
civil and mechanical engineers. Successful 
candidates, a Singapore Commission 
spokesman said, are eligible for perma- 
nent residence and citizenship. 
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bjec 
run in September. Cheng was manane 
director of Hang Lung and Lee general 


nanager until they resigned. when the 


Credit problem blew up. Cheng | 
icceeded 


Бу of Ove Cheng (once de- 


“companies are uoder- 
me form of pre-emptive 


the | апр es shares which 


e related to Dollar | 


in difficulties. — 


^ may we ex 
million — 2595 of Dollar's end: 
taland reserves. 
Unsecured loans to compani 
viduals associated уш: directors 


the contribution of its 
"banking, division resulted in the consoli- 


has. been raised. to 


dated profit of Westpac on a Corp. year. 
fA 


) “The unimpressiv 
“with "all dis of other. 


that of the finance company subsi 


‘ose to A$80.7 million, up 14%, a 
contribution ofits non- banking ac ti 


сата có company: World-Wide Pro 


| erties Corp. has passed its interim di- 
| vidend after reporting an 89% plunge in 


net profits to HK3$23. 2 million (US$3.6 
| million): for the six months to Sept. 30 

with HK$215.4 million for the 
same period last ye 
first half fell from HK$1.2 billion to 


HK$35.4 million. 
* Directors said no intérim. ‘dividend 


would be paid to conserve liquid re- 
sources, making for а saving of about 


"Turnover for the 


тепсе, ы ; 


dropping to атои ! 


nnounce 
budget should vinim substitu 
locally: assem 


HKS318 million on the basis of the 1981 |. r 


| interim dividend of 10 HK cents. In the 


last annual report directors anticipated a 


| full-year payout of not less than 15 cents. . 


- No specific reason was given for the poor 


| first half except for areference to “politi- 
eal. uncertainty and worldwide reces- | 


|. sion." Brightening the otherwise gloomy 
| picture was an extraordinary gain of 
HK$74.9 million from the disposal of in- 


vestments in two associated companies. 


-= CHRISTOPHER WOOD ||. th 


| CCB defies trend - 


. Cycle and- Carriage Bintang X 


|| which imports, assembles and distri- 


butes = Ee vehicles 


vas M$48.6 million higher 


n, but failed to reach. the” 


down. Group revenue rose 
A$978.9 million. More sugar 
vested during the half than pri 


ich | and iron-ore prices rose. Howeve 
: | group is faced with a poor second hal 


г the recession takes its toll. Fh 
dividend was steady at 9 Ace 









.Easy ds they go 


A7 markets showed divergent trends 
in the period to Dec. 13, some con- 
tinuing to reflect Wall Street's move- 
ments, others influenced by local factors. 
Hongkong saw a welcome rally and Singa- 
pore was firm, but prices elsewhere gener- 
ally tended downwards. 


Tokyo | 


The market weakened in what is probably 
a consolidation stage. The decline on Wall 
Stteet, especially ofevideo-game shares, 
depressed similar Tokyo stocks. Phar- 
maceuticals — and blue chips generally — 
retreated. Foreign, buying interest de- 
clined. Analysts believe the market would 
be lucky to hold ground for the rest of the 
year. The Nikkei-Dow Jones Average 
closed at 7,885.57 poirits. Turnover was 
sluggish towards the end of the period. 


Hongkong 

Prices were lifted by both overseas and 
local buying largely bécause of growing 
sentiment that the market was oversold. 
But indications were that speculators 


looking for short-term gains were playing 
a major role and it would be premature to 
suggest that а genuine recovery was at 
hand. The Hang Seng Index improved by 
33.08 points during the period, closing at 
777.04. Blue chips were favourites, 
though lesser stocks also benefited. Daily 
turnover was relatively high for most of 
the period, but on the last day it dwindled 
to HK$130.5 million (US$19.9 million). 


The market continued to shadow Wall 
Street but took support also from some 
fairly bullish indicators for the local econ- 


оту. A report from the United States Em- 


bassy in Singapore suggested that the re- 
public's economy could continue to grow 
by 5-6% over the next two years even if 
world trade and demand remain flat..At 
the same time, official figures put con- 
sumer-price inflation for 1982 at only 4%. 
Such indicators, which look good by inter- 
national and regional standards, must 
augur well for the comparative perform- 
ance of the market. Fraser's Industrial 
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Index moved up 42.21 points over the 
period to 4,185.70 while the Straits Times 
Industrial Index closed the period 9.5 
points ahead at 746.74. The market seems 
likely to establish its*own (fairly firm) 
trend in coming weeks. 


Kuala Lumpur 


A modest six-day rally finally ran out of 
steam by mid-week, halted both by re- 
verses on Wall Street and the urfiettling 
disclosure here that the government had 
suspended the licences of three leading 
brokers for malpractices. Fraser's Indus- 
trial Index dropped nearly 50 points from 
its Dec. 8 high to close the period just 7.01 
points ahead at 2,530.02. Turngyer re- 
covered 1.8 million units to total 20.5 mil- 
lion, with overall values M$7.2 million 
(US$3.1 million) higher at M$57 million. 
Volume leader with 1.4 million units 
traded was Malayan United Industries, 
which announced that it was selling its 
23% stake in Southern Banking for M$41 
million in cash. However, lower-liners 
continued to attract strong interest. 


Australia 


Australian prices lost ground steadily oyer 
the period with the Australian All-Or- 
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dinaries Index finishing on Dec. 13 at 
473.5, down 15.7 points. There has been 
overseas selling, principally from Europe. 
All sectors eased — mining, industrial and 
oil-and-gas share$. BHP skidded to its 
lowest level in a number of years. With 
gloomy economic forecasts and little im- 
provement in the domestic economy ex- 
pected for some time, share prices are ex- 
pected to remain on the skids. 

° 
New Zealand 
The market drifted quietly upwards 
though price variations were minor and 
this trend looks likely to continue until 
after Christmas. Legislation, foreshadow- 
ed in ёе budget, which will tax institu- 
tions on realised capital profits, has set 
Dec. 31 as the base date. It is therefore in 
the institutions' interest to see prices hold- 
ing up now, and this has produced a gen- 
eral reticence among sellers. This will not 
necessarily extend far into 1983. 


Seoul 


Prices advanced broadly for the second 
period in a row with the composite share- 
price index gaining three points to close at 
177.4. The Dec. 13 close was the market's 
highest since mid-March. Volume swelled 
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to an average daily turnover of 14.2 mil- 
lion shares as institutional investors joined 
individuals to buy shares paying year-end 
dividends. Automotive shares advanced 
strongly, led by Dong-A Motors. Cement 
issues also finished strong. 


Bangkok 


There was no relief from the bear trend in 
a four-day week, shortened by the Con- 
stitution Day holiday on Dec. 10. Trading 
was selective and daily volume was low as 
most investors adopted a wait-and-see at- 
titude. But some, disheartened by the 
continuing slide, liquidated portfolios. 
The continued weakness of commodity 
trader Mah Boonkrong triggered a sell-off 
at other boards, including cements, hotels 
and finances. The Book Club Index fell 
0.65 of a point to close at 105.85. 


2) 
Manila | 
The trading pace was a bit livelier but only 
because of unloading of low-priced oil 
stocks and some unusual activity in high- 
priced bank stocks. Turnover reached 477 
million shares worth P 18.2 million (US$2 
million). Most active among mines was 
Philex, which has yet to announce its 
third-quarter results. There was no trad- 
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ing in CDCP Mining which slowed opera; — | 
tions to half capacity owing to power-supr 
ply problems. Investors ignored the spud- 
ding of the Matinloc-4 development well — 1 
and bought oil shares only at marked- — 
down prices. 


Taipei ng 
The market continued its prolonged slide — 
as the average wgishted price index i 
ped six points to close at 446.53. The aver- и 

age volume traded declined slightly (© — 
NT$407 million (US$10.17 million).  — 
Analysts detected more capitalleavingthe — 
market as Chinese New Year approaches, ^ui 
but held out hong tht the central bank | 
may issue a substantial amount of new _ 

money during the period. They also said 
that the recent visit to China of the Saudi — ^: 
Arabian foreign minister was a blow toin- — 
vestors' confidence. Saudi Arabia is one 
of a handful of important countries with — 
which Taipei still has diplomatic rela- 3 
tions. : 
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n most weekdays at lunchtime, а 

blue flatbed truck bedecked with 
banners and the Japanese, American 
and Taiwan flags pulls up to the kerb 
near the expressway that separates 
Tokyo's Ginza from Yurakucho. To the 
accompaniment of martial music that 
booms out of the truck's loudspeakers, 
Bin Akao climbs on top of the truck and 
sits in an upholstered chair. The blaring 
music stops. Akao picks up а micro- 
phone. For the next two hours, he will 
denounce the Soviet Union, China and 
Japanese communists, and call for a new 
order in Japan based on the emperor and 
£ new constitution. 

Although occasionally someone will 
stop to listen fòr a few minutes and 
perhaps buy a newspaper from Akao's 
assistant, most estrians will walk 
briskly by without even bothering to get 
a good look, at the: grand old man of 
Japan's rightwing extremists, a man who 
once called himself the Hitler 
of Japan. h 

Akao's Dai Nihon 

Aikokuto (Great Japan Pat- 
riotic Party) is probably the 
best known of. the approxi- 
mately 700 rightwing groups 
in Japan. Most are very small. 
While all are united by a 
burning hatred of both 
domestic and foreign com- 
munists and an insistence that 
Japan spend more on defence 
and drop from its constitution 
the article renouncing war, 
they differ widely in terms of 
their activities and their views 
on other matters. 

The rightists, also referred 
to as ultra-nationalists, range 
from conservatives who meet 
for study sessions and quietly advocate 
greater military outlays to groups which 
periodically engage in small-scale ter- 
rorism and front organisations for 
pereo. Experts agree that these 

ies do not attract much of a follow- 
ing. But they certainly have a capacity 
for mischief. 

Like many rightists, Akao denounces 
many members of Japan's ruling estab- 
lishment as dishonest. In August 1981, 
an ultra-nationalist tried to assassinate 
former prime minister Kakuei Tanaka, 
now under indictment for taking bribes 
as part of the Lockheed scandal. Akao 
hates Tanaka, whom he accuses of spy- 
ing for the Soviet Union and China as 
well as lining his pockets. “Не is the 
worst man in Japan. If there is a Jesus 
Christ in Japan, he'll put Tanaka on the 
cross," he says. But Akao is friendly with 
another key figure in the Lockheed af- 
fair, Yoshio Kodama, a former 
kingmaker of the ruling Liberal Demo- 
cratic Party who has close links with 
gangsters and rightists. 

Akao wholeheartedly shares the 


Right’s hatred of Nikkyoso, the Left- 
leaning teachers’ union, “Nikkyoso has 
to be destroyed. The heads of Nikkyoso 
have to be sent to prison. Japan's educa- 
tion was corrupted by Nikkyoso,” he de- 
clares. Ultra-nationalists frequently 
make Nikkyoso a target. This year, a 
rightist tried to murder the union’s presi- 
dent. Rightists descend on Nikkyoso 
meetings in droves, blasting military 
songs through the speakers of their 
trucks and entering the meeting hall to 
protest and ignite smoke bombs. 
Rightists also harass gatherings and 
members of the Japan Communist Party 
(JCP). Three years ago, one rightist 
tried to murder its chairman, Kenji 
Miyamoto. Akao denies that the 


Aikokuto disrupts communist meetings. 
But the group has a history of violence. 
In the 1960s, a 17-year-old Aikokuto 
member, Otoya Yamaguchi, stabbed 
Japan. Socialist Party leader Inejiro 


Asanuma to death. Akao approves of 
this assassination. "Tanaka and [Prime 
Minister Yasuhiro] Nakasone should be 
killed like him," he declares. Akao also 
praises another Aikokuto member, 
Fudeyasu, who spent two years in prison 
for attacking Takeo Miki when he was 
premier. 


ince the ultra-nationalists have poten- 
tial for trouble, and because they are 
sometimes caught breaking the law, the 
police monitor them closely. The older 
rightists tried to maintain friendly rela- 
tions with the police, but the more recent 
pours collectively termed the New 
ight, are hostile. Policemen are said to 
infiltrate groups, read their newspapers, 
open their mail and tap their telephones. 
At the same time, police often cooperate 
with rightists. A member of the Kokusai 
Shokyorengo (International Federation 
for Victory over Communism) says that 
his group exchanges information about 
the JCP with the police, though police 
deny it. 
The Right warrants surveillance by 


the police for another reason apart ffm 
politics: it is closely linked with Japanese 
gangsters and sokaiya, the groups of 
toughs who extract cash from Japanese 
corporations in return for promises not 
to disrupt shareholders' meetings. Many 
gangsters and sokaiya in fact set up right- 
wing groups simply as fronts for collect- 
ing money. 

A key figure on the right is Ryoichi 
Sasagawa, whom Akao calls a friend. A 
pre-war MP and leader of fascists, 
Sasagawa spent three years in prison 

under the American Occupa- 
tion. He heads more than 30 
Organisations and runs the 
monopoly of gambling on 
motorboat racing in Japan. 
Sasagawa, who once de- 
scribed himself as “the 
world's wealthiest fascist,” 
has disbursed millions of dol- 
lars ered by betting on 
the t races to various 
charities he controls and to 
United Nations bodies. Like 
many rightists, he vigorously 
promotes the martial arts. 
In 1968, together with the 
Rev. Sun Myung Moon апа 
some prominent rightists, 
Sasagawa founded the 
Kokusai Shokyorengo, a 
group boasting 400,000 mem- 
bers, most of whom are members of 
Moon's Unification Church. The 
Mainichi Shimbun ranked it 11th among 
all Japanese groups in terms of budget, 
with yearly outlays of ¥461 million 
(US$1.7 million). One JCP member 
singles out the Kokusai Shokyorengo as 
being particularly active in harassing the 
communists. The group imported several 
hundred air-rifles and shotguns from 
Moon's South Korean arms factory. 
The key question is whether the Right 
a threat to Japan's democracy and 
stability. Experts agree that the rightists 
do not attract much of a following. 
Police estimate the membership of well- 


organised activist. groups at no more 
than 21,000. But Right-watchers warn of 
an increasing interest in the movement 
on the part of the young. Most university 
students are disenchanted with the far 
Left. Some join ultra-nationalist groups 
in order to find the correct way to live. 
Kor Ruso e р перет 
pensity to engage in terrorism, Japan's 
extreme Right cannot be ignored. 

— JAMES ALTSCHUL 
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Making a livelihood 


I wish Guy Sacerdoti had had the opportu- 
nity to confer with the Philippine 
Chamber of Cottage Industries before 
writing his article about the Kilusang 
Kabuhayan at Kaunlaran (KKK) 
[REview, Oct. 29]. 
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Only seven countries in the world today are capable of 

unching spacecraft on their own, and of these three 
are Asian. But though the three — China, Japan (blast- 
ing off, right) and India — are now in the s race, 
their achievements to date have been overshadowed by 
those of the superpowers. Are their efforts worthwhile 
— and what are their chances of catching up? The 
REVIEW gives an independent assessment of their pro- 

rammes, and риме а survey of what the space age 
as meant for Asia generally. Separate reports are pro- 

















vided on Indonesia and Australia, two states willing to 
foot a heavy bill for a domestic 


volutionise their telecommunications systems. Pages 38-46. 


Page 10 

South Korea adopts the Aquino 
formula to deal with dissident 
leader Kim Dae См һу ергена 
to send him to the United States 
foy medical treatment. 


Page 12 

Cambodia's Prince Norodom 
Sihanouk once again sows con- 
fusion and doubt among friends 
and enemies alike. 


Page 12 

China leads India a diplomatic 
dance over the disputed state of 
Arunachal Pradesh. 
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Pages 18-21 

The death of Leonid Brezhnev 
and the arrival of his successor, 
Yuri Andropov is unlikely to lead 
to an early solution of the Af- 
ghanistan problem. Meanwhile, 
the resistance fights on despite 
setbacks — and the countryebe- 
comes economically in thrall to 
the Soviet Union. 


24-28 
Bangladesh's 
martial-law re- 
gime is military 
rule without the 
iron fist. Martial- 
law administrator 
Lieut-Gen. H. M. 


satellite network to re- 





Page 30 

Singapore takes tough action 
against foreign and local banks 
which it says have played fast 
and loose by ‘round-tripping’ 
money between the island repub- 
lic and Hongkong to avoid local 
reserve requirements. 


Pages 31-32 
Malaysia pushes ahead with a na- 
tional car pro a joint venture 
with Japan's Mitsubishi, despite 
worries that the domestic market 
is not big enough to support a 
home-grown motor industry. The 
lan also causes worries Їп the 

ilippines. 


Page 13 Ershad talks to 
The big debating point in Japan at | the Review about Page 48 
resent is: will Prime Minister | his hopes апа Much-needed reforms of the Thai 
asuhiro Nakasone revise the plans for the fu- stockmarket are reportedly being 
constitution? ture. delayed. 
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Cambodian summit seat 
to remain empty 
Vietnamese Foreign Minister 
Nguyen Co Thach endorsed 
India’s decision to leave Cam- 
bodia’s seat vacant when the 
seventh non-aligned summit 
meets in New Delhi in March. 
After talks with his Indian 
counterpart, P. V. Narasimha 
Rao, Thach said any move to 
alter the decision Id cause 
chaos and “finish the non- 
aligned movement." 

Although Indig recognised 
the Heng Samrin government 
in July 1980, it announced a 
few days before Thach visited 
New Delhi on December 16-19 
that the Cambodian seat could 
be filled only after a consensus 
is reached on who should rep- 
resent the country. India's an- 
nouncement complies with an 
earlier decision not to fill Cam- 
bodia's seat taken at the sixth 
non-aligned summit in 
Havana. — MOHAN RAM 


Philippine church leaders 
debate a confession 
High-ranking church officials 
in the Philippines are trying to 
determine whether disclosures 
by Fr Edgardo Kangleon that 
he participated in communist 
propaganda activities were au- 
thentic or were dictated to him 
by the military. Kangleon, à 
former social worker in Cat- 
balogan, Western Samar, re- 
vealed in a nine-page docu- 
ment recently that he had 
diverted about P60,000 
(US$6,666) to fund projects for 
the underground communist 
movement. 

He also said that he was re- 
cruited in 1979 by another 
priest, Fr Orlando Tizon, and 
felt at the time that he was re- 
sponding to the needs of the 
people by helping the com- 
munists. In addition, Kangleon 
named several Samar priests as 
sympathisers of the under- 
ground movement. 

— SHEILAH OCAMPO 


An agreement on an additional 
weekly flight to Paris by the 
Malaysian Airline System 
(MAS) was announced during 
the three-day visit to Malaysia 
by French Prime Minister 
Pierre Mauroy which began on 
December 12. France's unwill- 


ingness to give MAS additional 
landing rights was understoo 
to be one of the reasons why 
French contractors failed to get 
the contract for the Penang 
bridge (REVIEW Nov. 27, '81). 

During the visit a protocol 
on à soft loan from France was 
signed and Paris agreed to 
study the Malaysian school cer- 
tificate with a view to recognis- 
ing it asa qualification for entry 
to French tertiary institutions. 
The REVIEW understands that 
agreement was reached during 
Mauroy's visit on giving the 
French a contract to build a big 
power station on the East 
Coast. —K. DAS 


New Zealand 
party leader resigns 
New Zealand's opposition 
Labour Party leader, Bill 
Rowling, will stand down on 
February 3 next year. Rowling, 
party leader since 1974, an- 
nounced his resignation on De- 
cember 17, reversing a decision 
in October to stay on and con- 
test a party leadership election 
scheduled for February 3. 
Rowling had intended to 
step down after losing the gen- 
eral election on November 28, 
1981 — his third election loss. 
But early uncertainty over 
exact election results, the nar- 


Rowling: decision reversed. 





rowness of the ruling National 
Party’s eventual victory and 
pressure from within the 
Labour Barty encouraged him 
to remain party leader. 

Party support has been 
gafhering for deputy leader 
David Lange, 40, to take over 
Rowling's post. Lange's 
strongest potential opponent is 
Colin Moyle, a friend of Rowl- 
ing and a former agriculture 
minister, who resigned from 
parliament in 1977. 


A — COLIN JAMES 


1| BUSINESS 


xpected, the Central Bank 
of the Philippines will have to 
pay more for its 1983 syndi- 
cated borrowing of US$300 
million (REVIEW, Dec. 17). 
The 15 banks in the “club loan" 
(an arrangement which avoids 
the need to sell down the facil- 
ity) have negotiated a deal 
whereby 60% of the loan will 
be at a spread of 0.5 of a per- 
centage point above the United 
States prime rate, which is 
about 1.5 percentage points 
above the London inter-bank 
offered rate (Libor), the more 
common base for Asian lend- 
ing. The remaining 40% of the 
loan is based on Libor at a 
spread of 0.875 of a point. The 
term of the facility is also down 
— to eight years. In 1981 the 
Central Bank borrowed 
US$325 million for 10 years, 
the first three at 0.625 over 
Libor with the remaining seven 
at 0.75 of a point over Libor. 

— GUY SACERDOTI 
Taipower in new 
uranium deal 
The state-owned Taiwan 
Power Co. (Taipower) has 
signed a 15-year contract with 
Rio Tinto Zinc Corp. of Britain 
to purchase 4,000 tonnes of 
uranium to fuel three nuclear 
power plants (six reactors). 
The contract, worth about 
US$300 million, is part of 
Taipower's efforts to diversify 
its sources of uranium away 
from the United States and 
South Africa. Rio Tinto will 
begin delivery of the fuel by 
1990. Taipower has finished 
construction of two nuclear 
power plants and a third is 
scheduled to be completed by 
1985. 


A sweet deal for Thai 


sugar 

The Thai Cane and Sugar 
Corp. Ltd — a recently estab- 
lished national sugar-trading 
company with the Thai Gov- 
ernment, sugar millers and 
sugar-cane planters as equal 
shareholders — has signed 
agreements with three interna- 
tional trading firms to export 
600,000 tonnes of raw sugar an- 
nually for five years from 1982- 
83. The contracts with London- 
based Tate and Lyle Interna- 
tional and E. D. and F. Man 


(Sugar) Ltd, plus Hongkong- 
based Kerry Trading, are part 
of a new government policy to 





— ANDREW TANZER 









stabilise Thailand's sugar pro- 
duction and exports in the 
short- and medium-term fu- 
ture. The new policy envisages 
planters and millers sharing re- 
venue from exports of raw 
sugar as well as domestic sales 
of white sugar at a 7830 ratio , 
respectively (REVIEW, Nov. 5). 


— PAISAL SRICHARATCHANYA 
Japanese car 
exports decline . 


Nissan Motor Co., Japan's sec- 
ond-largest vehicle-maker, 
sold 1.11 million vehicles in 
Japan in 1982, down 2.6% 
from the preceding year, and 
exported 1.35 million units, a 
6.4% decline. The Japanese 
vehicle industry as a whole sold 
5.23 million units in 1982 in 
Japan, up 2.2% from 1981. The 
domestic sales include mini- 
vehicles of 550cc. or less. In- 
dustry-wide exports regched 
5.6 million, a 7.5% drop from a 
year earlier. Nissan said volun- 
tary restraint of Japanese vehi- 
cles combined with rising pro- 
tectionist sentiment in overseas 
markets to hold down. ship- 
ments abroad. Nissan e 

slightly higher domestic de- 
mand next year, to 5.34 million 
units, a 1.9% increase. Nis- 
san's own domestic passenger 
car sales is expected to total 
882,000, up 7.8% over this 
year’s level. ` — MIKE THARP 


A gesture towards 
protectionism 


The United States House of 
Representatives has passed the 
Domestic Content Bil — 
aimed at limiting Japanese car 
imports — by 215-188, but only 
after it was weakened by an 
amendment stipulating that 
nothing in the legislation could 
violate any treaty, interna- 
tional convention or. tariff 
agreement to which the US is 


party. 

However, the bill appears to 
have scant support in the se- 
naté and is thought unlikely to 
be taken up by the full senate in 
the immediate future. The ad- 
ministration of President 
Ronald Reagan remains 
strongly opposed to the bill, 
which would require foreign 
car-makers to use a slidi 
scale of percentages of US 
parts and labour on cars sold in 
the US (REVIEW, Dec. 17). 

— ROBERT MANNING 
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g 
calmly to a spy scandal which is said 
to infolve an Indonesian intelligence 
ареп and Prime Minister Michael 
Somare is apparently content to 
allow the law to take its course. The 
case arose after the Indonesian 

` military attache's driver was stabbed 
to death by an Irianese dissident who 
claims he had been recruited by the 
driver to spy on fellow dissidents. 
An inquest is to be held soon, 
followed by the trial of the alleged 
iller. 


LOYAL ROYALS 
Foreign diplomats have been 
impressed with the calibre of a 
considerable number of former 
. Royal Lao Government officials 
who have been installed at vice- 
ministerial level in a reorganisation 
of Vientiane's communist 
administration. They also say there 
is am improved atmosphere in the 
Lao capital and that the mid-city 
morning market now boasts a much 
wider and larger range of consumer 


CHINA 

Premier Zhao Ziyang and Foreign Minister 
Wu Xueqian left for a 10-nation African 
tour. Zhao arrived in Egypt (Dec. 20). Ten- 
sion along the Sino-Soviet border has eased 
.. following Moscow's calls for detente, accord- 
ing to an official account available jn Peking 
(Рес. 21). ` : 


INDIA ns 

Eleven people died in three days of Hindu- 
Muslim violence in Baroda, the United News 
of India said (Dec. 15). Vietnamese Foreign 
Minister Nguyen Co Thach arrived on an offi- 
cial visit. Unknown assailants bombed the 
house of a Congress party state legislator in 
Punjab, press reports said (Dec. 16). Several 
hundred members of the so-called Front for 
the Liberation of Jammu and Kashmir dem- 
onstrated in Paris for self-determination 
(Dec. 19). 


INDONESIA 
Turkish President Kenan Evren met Presi- 
dent Suharto (Dec. 18). Son Sann, the prime 
minister of the Cambodian coalition, met 
, Suharto (Dec. 21). 


goods than previously. Most of the 
newly appointed technocrats are in 
their early 40s, and there is a feeling 
in diplomatic circles that they have 
been brought back into government 
— presumably after a period of re- 
education — to rejuvenate the 
bureaucracy. 


THE PRICE OF PEACE 


Japanese sources believe that 
Chinese officials made a deal with 
North Korean President Kim Il Sung 
when he visited Peking in 
September. They suggest that, in 
return for Peking's recognition of 
Kim Jong Il as his father's successor, 
North Korea agreed not to attack 
the South. 


In a move which could lead to 
Thailand liberating its rice export 
trade from the grip of commodity 
brokers, two international banks 
have offered to act as financial 
guarantors for Thai rice exporters if 
they wish to export direct to 


JAPAN 

The Soviet air force has deployed new 
fighter aircraft on an island jest off the north 
Japanese coast in an apparent response to 
American plans to strengthen the United 
States Air Force in northern Japan, military 
sources in Tokyo said (Dec. 16). 


MALAYSIA 

Three drug traffickers were hanged (Dec. 
15). Ten people were killed by floods in the 
East Coast states of Kelantan, Trengganu and 
Pahang, relief officials said (Dec. 18). 


PAKISTAN 

About 500 lawyers defied an official ban’ 
and held an outdoor convention in Karachi at 
which they demanded a general election and 
an end to martial law. Pathan leader Khan 
Abdul Ghaffar Khan, 96, was arrested near 
Peshawar for political activities violating mar- 
tial-law regulations, officials said (Dec. 18). 


SINGAPORE · 

Financial authorities called in police to in- 
vestipate evidence of corruption among 
major international banks operating in the re- 


overseas buyers. The scheme 
currently under negotiation would. . 
give exporters some leverage on the ` 
supply-demand situation, and even ~ 
on prices, in the world markets. 
About two-thirds of Thailand’s rice 
exports (expected to top 3.5 million 
tonnes in 1982) are shipped by 
pare exporters, the bulk being 
andled by foreign brokers. The 
remainder is sold under 
government-to-government 
contracts. є” 


PLAYING IT COOL 

Despite growing signs that 
protectionist legislation will be 
passed by the United States 


Congress, the Japanese 
Government has not begun to 
prepare any retaliatory measures. 
“There is no such doomsda 
scenario in this administration,” 
said one government official. 


SOLDIER, GO HOME 


The new Soviet leadership is 
thinking of a token troop pullout 
from Afghanistan on the eve of the 
March 1583 non-aligned summit in 
New Delhi. The move would be 
aimed at blunting any strongly 
worded condemnation of the Soviet 
Union for its military activities in 
Afghanistan by some member 
countries. Several non-aligned 
countries have been trying to 
ascertain from India whether it 
knows of a token withdrawal plan. 


public, The Straits Times said. The prime 
minister of the Cambodian coalition govern- 
ment, Son Sann, arrived for talkson the Cam- 
bodian situation (Dec. 18). 


SOUTH KOREA 

Leading dissident Kim Dae Jung was re- 
leased from prison and will be allowed to go to 
the United States for medical treatment (Dec. 
16). Turkish President 'Kenan Evren arrived 
on an official visit. Two of President Chun 
Doo Hwan's closest aides, Ho Hwa Pyong 
and Ho Sam Su, resigned from Chun's advis- 
огу group, a presidential spokesman said 
(Dec. 20). 


THAILAND 

A former defence aide to Prime Minister 
Prem  Tinsulanond, Maj.-Gen. Sawong 
Ріпуо. was charged in a military court with il- 
legal purchase of -US$2.2 million worth of 
military equipment from the United States for 
resale to Indonesia, a court official said. Six 
guerillas, including a senior member of the 
Communist Party of Malaya, surrendered to 


e Thai authorities near the Malaysian border, 


Thai security sources said (Dec. 15). 
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y been removed from prison but would 

be allowed, “in accordance with his own 

and his family's wishes,” to go to the. Unit- 
d States for medical treatment. 

im is suffering from chronic neuralgia 

resulting from injuries suffered in an al- 


eged assassination attempt more than à 
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was.there t| 


offer if the government showed le- | in 
су to seven prisoners convicted with | K 


him, including the Rev. Moon Ik Hwan, 


South Korea’s best-known Presbyterian | litical: 


T theologian. The announcement seemed to 
| confirm as much when it said that the gov- | 


ernment was seriously studying the re- 
lease of others, including people con- 
victed for their part in the May 1980 insur- 
rection in Kwangju. It was expected that 


about 20 political prisoners of the 420 in 


detention could be freed. 

Chun's image needed burnishin g in 
what has been'a particularly difficult year. 
It opened: with the government accused of 
corruption in rice-import deals with the 


US; continued with a country policeman 


killing 56 people during a drunken ram- 
pe and then moved on to the massive 
erb-market financial scandal. 
Diplomats in Seoul agree that Kim's re- 
lease has improved South Korea's image. 
In. Washington, a State Department 
spokesman twice lauded Chun for con- 
tributing to national reconciliation. In 
Tokyo; Prime Minister Yasuhiro Naka- 
sone said it was. а desirable gesture of 
humanitarian consideration. The. news 
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H: Sam Su had been masterminding the 
numerous anti-corruption campaigns | 
in which thousands.of civil ѕегуап and 
politicians have been ousted or driven. 
from positions of influence. Both these 
aides are seen as having been at the. 
centre of the government's harsh reform - 
movement. Some senior general iC 
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influence be reduced. 
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апу way related to Kim's release was no 
immediately clear, but, of late, € | 
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| Seoul: Kim Dae Jung's bitter ойну of 


dissidence, which has spanned а dozen 


: years and led to several spells in prison, a 


| harrowing kidnapping episode, an appa- | 
rent assassination: attempt, a death sen- 
tence and long periods of harassment, | 
| took another dramatic turn on December 

-16 when he was released from jail for |. 


ugh * medical treatment in the United States. 
^ |. Kim, 57, is the son of a mode: shipping | tivitie 
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| operator in the southwestern 


Mokpo during the Korean 
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€ | jailed. him, alleging - 


“in: my youth, 1 dabbled i in leftist pats ? 
politics but quit immediately after 1 found | 
| out what it was,” he recalled later, reject- 

ing the accusation that he was а a | 
munist sympathiser. — : 

By his mid-30s he had already mos 
the political centre in Seoul and was noted 
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speculation that they might have objected 
to the exiling of Kim in the US. Some ob- 
servers interpreted their dismissal as a vir- 
tual declaration of ipdependence by Chun 
from Young Turks in the military estab- 
lishment whose shadow has long lingered 
over the president. The release indicated 
that Chun, whose leadership has some- 
times been erratic, now has more confi- 
dence. Y 

Kim's®xile was expected to demoralise 
the anti-government movement, for over 
the past 12 years he has cast himself as a 
democratic David battling a dictatorial 
Goliath, His d “will neutralise 
our acti¥ities in future,” a dissident leader 
told theeREvIEW. Others suggested that 
developments coyd turn student activists 
against Kim, who would be pictured as a 
deserter, With the conversion by Chun of 
another symbol of dissidence, 85-year-old 
former president Yun Po Sun, the applica- 
tion of the so-called * Aquino formula" — 
named after Filipino dissident Benigno 
Aquino, also now in the US — to Kim 
leaves Kim Young Sam as the only opposi- 
tion figure of note. 

But with his middle-class background 
and glmost no charisma or aura of martyr- 
dom, Kim Young Sam is generally treated 
as one of 560 old-time politicians now ban- 
ned from engaging in political activity. 
Most observers agree, however, that 
South Korea's dissident movement has 
put down deep roots and neither Park nor 
Chun has been able to control it. It 
has been noted, for example, that the Ko- 
rean National Council of Churches had by 
December 22 failed to publish a statement 
formally thanking the government for 
Kim's release. 

Perhaps more ominous is that relations 






Kim: out in the cold. 


between the Roman Catholic Church and 
Chun have worsened following the sen- 
tencing of Fr. Choe Ki Shik to three years’ 
imprisonment for sheltering two univer- 
sity students who set fire to the American 
Cultural Centre in Pusan early this year. 
Both students are now appealing against 
their death sentences in the Supreme 
Court. 

Giving the Roman Catholic Church's 
first reaction to Kim's release, Cardinal 
Stephen Kim, told the REVIEW: "It was a 
magnificent decision and a very fortunate 
development, but, in 1983, I hope that an 
even bolder decision will be made to ac- 
commodate all forms of political dissent." 
Although cheered by the mercy shown to 
Kim — who is himself a Roman Catholic 
— the prelate nevertheless said it was in- 
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sufficient to win his support of the govern- 
ment. Concern over the fate of the two 
condemned youths was as great, or indeed 
greater, than relief over Kim's release, 
he said. i yi 

To small, committed groups, Chun's 
move thus appeared to be no final solütion 
to his domestic troubles. Indeed, 
rumours circulated that Kim was forced to 
accept exile, some religious leaders said 
they feared that resentment of the Ameri 
can administration could  re-emerge 
among students who regard US President 
Ronald Reagan as the main prop of the 
Chun government y agreeing to th® 
deal, the US seems fo have received a new 
basket of problems,” said the Rev. Kim 
Kwan Suk, former head of the National 
Council of Churches and now president of 
the Christian Broadcasting System in 
Seoul. oi 

With that prospect in view, American 
officials in Seoul were wondering whether 
they should intervene in some way to pre- 
vent the execution of the two students, 
who, if they die, are almost certain to be- 
come martyrs on the country’s campuses. 
With US Secretary. of State George Shultz 
scheduled to arrive in Seoul in February 
and Chun hoping that Reagan will make a 
state visit in 1983, a renewed outbreak of 
anti-American feeling would be particu- 
larly embarrassing. 

Last but not least, Kim's:own plans in 
the US may affect South Korea's future 
course. Will he, like Aquino, take on a 
more lowly stature, waging a lonely exile’s 
fight from across the seas? Chun's move 
indicated that he is confident that he can 
deal with a Kim Dae Jung outside the 
country's borders. Otherwise, Chun would 
not have taken the decision he did. 


ي 


At the 1970 convention of the Korean 
Democratic Party, Kim, stunned the 
party’s elders by seizing its presidential 
candidacy without their blessing. Cam- 
paigning painstakingly among grassroots 
convention delegates, he overturned the 
party elders’ choice of Kim Young Sam. 
His move earned him the reputation of 
being a dangerous political rebel, an 

, iconoclast in a country known for its politi- 


cal patronage and back-scratching. 
n the 1971 election campaign against 
then president Park, Kim's caa at- 


tack on government corruption and what 
he saw as Park's ambition to remain presi- 
dent for life earned him wide popular sup- 
port. He drew hundreds of thousands of 
people to his rallies. He lost by less than a 
million votes out of about 12 million cast 
in the election, 

During the campaign, the car in which 
Kim. was trave was hit by a truck. 
Kim's injuries left with a permanent 
limp and caused chronic neuralgia in the 
right hip. “It was a clear assassination at- 
tempt," he later charged. 
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This crash was his first brush with death. 
In August 1973, he was kidnapped from a 
Tokyo hotel room by a group of men who 
appeared to be agents of South Korea's 
Central Intelligence Agency. He said 
that his abductors had cháined his body 
to a huge boulder and were prepar- 
ing to drop him into the Tsushima Strait 
when an aircraft flew overhead dropping 
flares. Three days later, Kim, blindfolded, 
turned up at his house in Seoul. 

The kidnap episode, which nearly 
caused a rupture of Japan's relations with 
South Korea, thrust Kim into the interna- 
tional spotlight. He was regarded as South 
Korea's principal dissident. Between 
March 1976 and December 1978, he 
served part of'a five-year sentence im- 
posed after he demanded that Park step 
down and restore d > 

Park’s assassination in October 1979 
left Kim one of the strongest contenders 
for the presidency, but luck deserted him 
as he became identified with radical 
church and student dissidents. He moved 
away from the conservative New Demo- 


cratic Party, charging that it served only as 


window-dressing for an authoritarian re- 
gime. Businessmen were scared by his 
radical tendencies and the military estab- 
lishment publicly stated it would not have 
a man with communist sympathies run- 
ning South Korea. 

It was against this background that 
Chun Doo Hwan — then a paratroop gen- 
eral — came to power. Kim and liis sup- 
porters were arrested in May 1980 and 


subsequently faced far-reaching charges - 


— including sedition and an attempt to 
overthrow the government by encourag- 
ing the May 1980 Kwangju uprising. That 
Kim was in detention when the и 
erupted was discounted. On September 
19, 1980, he was sentenced to death by a 
general court martial. 

Op January 23, 1981, after securing an 
invitation to visit Washington from the 
then newly elected President Ronald 
Reagan, Chun commuted Kim’s sentence 
to life imprisonment. In March his term 
was trimmed to 20 years. Now, nine 
months later, Kim gets yet another lease 
of life, albeit as an exile in the US. 

— SHIM JAE HOON 
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Bangkok: Prince Norodom 
it-again, sowing confusion 
mong friends and enemies 
igh the prince said in his 
int on the state of ће 


une and were, 
ut now the | 
urned up. Ina confidential note in French 
r his visit to Peking in “November, 
k came very close to a direct 
t to leave the coalition, — 


those of the extreme Left, the 

, and those whom he de- 

: e extreme Right, such as Son 

well as their foreign backers. 
the leader of the Khmer People’s - 

onal Liberation Front (KPNLF). 

ertain governments,” he writes, 
either of the Khmer Rouge or of 
seek ardently to use me for 
interests," while at the same, 


New Delhi: | Peking s recent tiff with New 
Delhi: over two dances sponsored by India 
| e closing ceremonies О 

ames (REVIEW, Dec. 17) gave 


r- | ambassador said the Xinhua commentary 


ce July 


| the ооа пе 


S. шой, fed ses an tl ie 
gn supporters “do not have a realistic 
of the Kampuchea problem." _ 
"The prince writes: "I will prefer to re- 


„sign rather than follow a line which goes 
| against the real interests of my country 
‘Here the prince might be | 
hiding partly behind a subtlety. of the 
“French language — the use of the future 
tense to express a possible action rather 


and people." 


than one that is certain to take place. But 
Sihanouk hinted at what he considers a 
more realistic course by praising Roma- 
nian Preside 
propesing a solution that is “far more rea- 
sonable and in conformity ‘with the reali in- 
terests of Cambodia. ^ 

*When I am no longer. 'president of 


Democratic Kampuchea,’ T will speak of | 


the Ceausescu solution in detail," he 
added. ее essence of the Ceausescu solu- 


Nicolae Ceausescu for | 


July], he would never ave. | 
а Sihanouk т 


tion: “the future belongs to hi 

ervers dismiss. t 
tacts as “very i 
there is one sigi 


“just тесе 
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е i Raj 
akerof the ‘Arunachal aden 


Sino-Indian border negotiations two years | i 


ago. Adding to India’s consternation was: 
the reaction “of China’s ambassador to. 


New: Delhi. Summoned to explain, the. E 


conformed to China's stand that India had 


tried to absorb disputed areas illegally by | 
setting up the state of Arunachal Pradesh: | 
in 1972. Prior to 1972, Arunachal Pradesh 


-| was known by India as the Northeas 


Frontier Agency and was a 
ew Delhi directly. 
ia followed up a strong pr 
ie ancellation ors an official del 
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had died under atrocious conditions at the | made this statement, but AF No 
hands of Khmer Rouge executioners. Al- ry. The SPK statement | 


though refugees are constantly slippin 
out of Cambodia, the ч le best 
positioned to provide such co tion 
would be the Vietnamese or their Cambo- 
dian allies. 

By. either coigcidence or: design the 
Vietnamese themselves referred to the 
death of Sihanouk's children in an edito- 
rial in the party daily Nhan Dan on De- 
cember 4. This said that Sihanouk would 
have suffered the same fate at the hands of 
the “Pol Pot executioners if Heng Samrin 
be Vietnamese forces had not saved 

Recent Vietnamese declarations con- 
cerning Sihanouk have, however, been 
decidedly contradictory. The day before 
the Ahan Dan editorial, Vietnamese 
Foreigg Minister Nguyen Co Thach gave 
an interview Agence France-Presse 
(AFP) in which he drew attention to a 
statement by his Cambodian counterpart, 
Hun Sen, some three months earlier. On 
September 19 Sen told the government 
newsagency SPK in Phnom Penh that col- 
laborators of the "Pol Pot-leng Sary- 
Khieu Samphan clique" who are sincere in 
abandoning them could enjoy their rights 
as citizens to stand for and vote in elec- 
tions. 

Foreign observers would be allowed to 
observe the general election, Sen added, 
but without giving any date for it. AFP 
quotes Thach as describing the September 
19 statement as a very important gesture. 
"Nothing is preventing Sihanouk, if he 
breaks with Pol Pot, from coming back to 
Cambodia and participating in elections." 
Two weeks later Thach denied having 


story. 

printed in the December м of Hanoi's 
Vietnam Courier under the heading: "An 
important announcement.” -` ` ~ 

The fact that Hanoi had to go back to 
September for a statement by the govern- 
ment in Phnom Penh that hinted at a role 
for the prince suggests that such declara- 
tions are few and far between. While Viet- 
namese officials have usually refused to 
exclude a role for Sihanouk in Cambodia's 
future — and quite often express personal 
gratitude for the sanctuary he gave Viet- 
namese troops in the 1960s — the attitude 
of their Cambodian allies has generally 
been much tougher. хү 

The former Khmer Rouge leaders who 
make up the top echelon of government 
remember the prince as the man who, with 
some efficiency and considerable ferocity, 
hunted down their colleagues throughout 
the 1960s. They are joined in their hatred 
of the prince by many of the middle-class 
survivors of the Pol Pot era who now form 
the backbone of the Phnom Penh adminis- 
tration. Members of this group frequently 
remark that the prince “opened the door 
to the Khmer Rouge” in 1975. If the 
prince had not headed the government, 
many of them say, they would not have 
trusted the Khmer Rouge. 

Western diplomats in Bangkok, how- 
ever, doubt that Vietnam really wants to 
include Sihanouk in any Phnom Penh gov- 
ernment, at least for the presenf. “Viet- 
nam will use Sihanouk only asa last resort, 
that is, if the present hard line clearly has 
failed, or if [Hanoi is] in immediate danger 
of being dropped by the Soviets,” one dip- 
lomat said. a 


To revise, - 
ornot..? 


Nakasone's election sparks . 
speculation that Japan may - 
revise its constitution — 


By Mike Tharp | 
Tokyo: To judge from some of the reac- 
tion following Prime Minister Yasuhiro - 
Nakasone's election last month, the revi- _ 
sion of the Japaggse Constitution is iflmi- _ 
nent. Japanese" and foreign. observers _ 
alike have seized on the premier's previ- 
ous statements опу sd 
changes in the 1947 basic law. Several — 
commentators have suggested that con- - 
stitutional revision will be one of the new  - 
administration's main priorities. e. 
Mitsuo Tomizuka, secretary-general of — 
the General Council of Trade Unions of 
Japan, which represents 4.55 million 
people, said іп a speech that he was con- — 
cerned that Nakasone would seek to — 
amend the war-renouncing constitution 4 
and accelerate Japan's defence build-up. — 
Opposition party leaders voiced similar _ | 
worries, and several foreign news ac- 
counts indicated that constitutional revi- _ 
sion was likely under Japan's new leader. 
Their concern is premature. Few know- 
ledgeable analysts doubt that Nakasone's —— 
personal beliefs favour a revision of the — 
post-war document. But these analysts — 
also doubt whether the constitution will be — 
changed any time soon — within five or 10 ` { 
years, for example. What is more likely to 
happen is that the Nakasone administra- 
tion will lay some of the psychological 
groundwork for a revision, and the. prime — — 
minister's own outspoken advocacy will _ 
| be toned down to prevent a political and 
social backlash. i M 
Nakasone's record is explicit about the 
constitution. In his 86-page, English-lan- — . 
guage essay called My Life in Politics, he - 1 
states his views several times. “Іп (ће case — 
of the constitution, the Japanese were | 
handed a fait accompli," he writes. "The — 
[post-World War H]. Occupation áu- ' 
orities had drafted it virtually without — 
consultation with the Japanese." In the | 
late 1940s, he саМей for an immediate re- — 
vision of the constitution and for the es- 
tablishment of an independent defence _ 
system under total civilian control. "Even . 
today, I think my proposal was eminently — 
reasonable," he writes. “However, it led — | 
many Americans to regard me ааа | 
danperous individual, steeped in rabid — 
mhtionalism." пд 
The prime minister continues to hold 
strong views. "I believe that true indepen- 
dence is impossible as long as a nation 
chooses to depend in large measure оп the — | 
military power of another country for its — 
own territorial security," he reasons. "I 
have long contended that a constitution — 
that leaves room for doubt about the pos- | 
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tions they had occupied before the fight- 
ing began. An uneasy truce has been in ef- 
fect ever since. - ` 

China was satisfied with its position 
after the war, having secured on the 
ground a border acceptable to it in both 
the eastern and western sectors. It had 
secured its claim in the west, and in the east 
it had, by advancing to its claimed bound- 
ary and later pulling back unilaterally, in- 
dicated to India that it was flexible about 
its territorial claims there. 

Talks on the border dispute were 
reopened two years ago. China has been 
hinting at a package deal on the basis of 
present realities. Effectively, China's 
proposal would be a land swap. India 
the border between Tibet and Kashmir in | would recognise the disputed territory in 
the west, and the territory between Tibet | the west as China’s and, in return, China 
and Arunachal Pradesh. In 1962, India’s | would drop its claims to disputed territory 
then prime minister, Jawaharlal Nehru, | in the east. This is not likely to be accepted 
demanded that the Chinese withdraw | by India. Б 
from Ladakh, where they had built a high- On the surface, the outburst over 
way connecting Xinjiang with Tibet. | Arunachal Pradesh might suggest a hard- 
China offered to relinquish its claims in | ened Chinese position on the eastern bor- 
the eastern sector in return for 12,000 sq. | der following the appointment іп 
miles in Ladakh, but India refused. Fight- | November of Foreign Minister Wu Xuen- 
ing broke out in both sectors in October | quian. However, analysts suggest that 
and November. The Chinese pushed the ina is merely emphasising its position 
Indians back in both the east and the west | that a solution to the border dispute can 
to the borders Peking claims are correct, | only be worked out as a package deal, not 
but then voluntarily withdrew to the posi- | in bits and pieces. Ы 
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f'of one's own self-d 
ity must be revised. | 
For Nakasone and many other conser- 
vatives in Japan, the revision issue is 
"linked directly to Japan's military capabil- 
чїу, or lack of it. Some Japanese and 
others also want to change the US-Japan 
security treaty so that Japan would shoul- 
der a larger share of its own defence 
Cgil Mar. 26). The conservatives 
осиѕ criticism on the constitution's 
Article 9: “Aspiring sincerely to an inter- 
national peace based on justice and order, 
the Japanese people forever renounce war 
as a sovereign right of the nation and the 
threat or use of force as means of settling 
_ international disputes. In order to ac- 
 complish the aim of the preceding para- 
graph, land, sea and 29 orci. as Vel as 
_ other war potential, will never be main- 
tained. The right of ery of the 
state will not be recognised.” 
— Although Nakasone has assumed the 
_ highest profile among Japanese politicians 
on the issue, many other Japanese have 
- questioned the way in which Japan's pre- 
sent constitution was drawn up. A com- 
— mission on the constitution, established in 
| 1956, examined the constitution’s history 
| Over a seven-year period, and Nakasone 
| was a member of that commission. A 
| majority of the commissioners supported 
| the revision of Article 9, according to John 
М. Maki, author of Japan's Commission 
en the Constitution. 
_ The final form of Japan's present con- 
| Stitution emerged only after several drafts 
| submitted by various Japanese scholars 
. and officials had been rejected by Allied 
i Commander Gen. Douglas 
. MacArthur. He considered that several of 
‚ the drafts were too conservative and did 
E: reflect sufficiently Japanese public 





opinion. In February 1946 he ordered the 
‘speedy preparation of the so-called 
| MacArthur Draft and its submission to the 
Ja Government. One American 
от itary officer told the Japanese that if 
. the MacArthur Draft was not accepted 
_ the Allied Command could not guarantee 
_ the emperor's safety. The meaning of this 
. remark has been debated ever since. 
|... Whatever the meaning, the Japanese 
. side and the Allied Command worked 
` feverishly to pre a draft acceptable to 
MacArthur and they finished one in 





k March 1946. The first cabinet of Shigeru ` 


` Yoshida, who served as prime minister for 
. most of the period 1946-54, presented the 
draft to the Diet in June*1946. After some 
debate, the constitution was promulgated 
_ in November that year to take effect in 
May 1947. 
Both the initial American recommen- 
. dations and the Japanese Constitutional 
Commission agreed to stress three basic 
principles, according to the Maki book: 
popular sovereignty, pacifism (or the re- 
nunciation of war) and the guarantee of 
fundamental human rights. None of the 
responsible efforts to revise the constitu- 
tion, including those of Nakasone, has 
questioned these principles. 
However, residual resentment has re- 


mained over the way in which the constitu- - 


tion was written. Nakasone, for instance, 
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anxiety to gain independence from foreign 
military powers as soon as possible." At 
the other end of the political spectrum, the 
Japan Communist Party and the Left win 
of the Japan Socialist Party have also call- 
ed for constitutional revision, not only 
because they view the original document 
as having been imposed by a wartime con- 
queror, Ыы also because they want to in- 
clude their own political, economic and 
social philosophies in a new charter. 


po are two primary obstacles to any 
constitutional revision. One is the con- 
stitutional provision that requires a two- 
thirds vote by both lower and и 

houses of the Diet to amend the constitu- 
tion, Although the ruling Liberal Demo- 
cratic Party (LDP) has clear majorities in 
both houses, it has never had enough 
votes of its own to support a revision. 


Some sort of coalition with one of the op- 





position parties would be necessary to se- 
cure the two-thirds needed. 

The second obstacle has been popular 
sentiment, whiclf historically has sup- 
ported the current constitution. Annual 
surveys show that 70-80% of Japanese 
continue to favour the present constitu- 
tion. Any major change in popular feeling 
would occur only gradually ovet many 
years, Japanese political scientists say. 

“1 am totally opposed to а revision be- 
cause if it is done, it can be changed only 
for the worse," said Rinjiro Sodei, a pro- 
fessor at Hosei University. Rei Shiratori, 
pfesident of the Institute for Political 
Studies in Japan, also opposes any revi- 
sion. “Many people might say that a re- 
nunciation of the у is utopian, but it is 
useful to put an idealistic goal as a poli- 
em symbol in this complex world," he 
said. 

Even within the LDP itself, there is 
wide divergence of opinion. Only a few 
months ago, pro- and anti-revision politi- 
cfans nearly engaged in fisticuffs in a Diet 
meeting-room over the issue. “We cannot 












lure are m do ish people in 
the LDP. We need more time.” 

Moreover, some analysts do not believe 
the constitution needs to be revised in 
order to upgrade Japan's military capabil- 
ity. Many of those who favour revision do 
so because they claim Japan's present 
land, sea and air self-defence forces vio- 
late the specific provisions of Article 9. 
The self-defence forces were allowed and 
encouraged by American Occupation au- 
thorities after the Korean War broke out 
in 1950, and they have been bolstered 
since. Today Japan's military budget 
ranks around the eighth largest in the 
world. However, the military establish- 
ment scrupulously calls itself the Japan 
Defence Agency, and all геѓегепсеѕФо up- 
grading Japan's military capabil*y are 
made solely within the comtext of defend- 
ing the Japanese home islands. Ў 

Masataka Kosaka, professor of law at 
Kyoto University, argues that neither the 
constitution nor the US-Japan security 
treaty need to be revised in order for 
Japan to cooperate with the US in 
strengthening its military capability. *I am 
not completely against revision or modifi- 
cation [of the constitution or the security 
treaty] in 10 or 20 years, for example, but 
we can now manoeuvre within the presant 
framework, building up little by little and 
un CREARE the substance very slowly," he 
sai 4 


Most analysts agree that Nakasone and 
others who favour constitutional revision 
must work slowly in order to accumulate 
public support for their intent. “Не per- 
sonally wants to make this [revision] an 
issue of political debate," said Yoichi 
Masazoe, a professor at Tokyo Univer- 
sity, “Би! there are so many other issues, 
trade friction, and so on. So, for the mo- 
ment I don't think he'll be able to revise 
any article, especially Article 9, because 
of pressure, not only from the opposition 
parties, but from the press and public 
opinion." 

It is clear, however, that there is grow- 
ing grassroots sentiment for re-examining 
the constitution. When the prime minister 
mentioned constitutional revision in the 
Diet recently, there was a predictable re- 
sponse from traditional opponents of revi- 
sion. But there was much less public reac- 
tion than in the past. Some rightwing re- 
ligious groups have been lobbying their 
members for revision and a few local as- 
semblies have passed resolutions in favour 
of legitimising the self-defence forces, 
which is seen as a step towards constitu- 
tional revision. 2 

Isaac Shapiro, an American lawyer who 
was born in Japan before World War II 
and who is a former president of the Japan 
Society, suggests that the Japanese people 
themselves “must decide, free from the 
constraints of the Occupation atmos- 
phere, whether this is the kind of constitu- 
tion they want. We gave them Article 9 
and they say they love it, but there has 
never been a referendum on it. Who 
knows what the Japanese people would 
say?" ron 0 
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Honda places high value 
on international cooperation. 


Good customers often make good partners. 
Honda operates on this rather unique philosophy. 
That is why thousands of people in 29 countries 
today make a diverse array of Honda products in 44 
local plants. 

Cooperation forms the basis for these facilities. 
Honda works closely with local communities to 
assure success. Extensive technology transfers main- 
tain high Honda quality standards while providing 
employees with new technical skills. All employees work happily as full members of 
the global family. The harmonious Honda approach stimulates local economies with 


new jobs and parts purchases. This friendly international 
cooperation provides customers enhanced total service. 
Who promotes international harmony as a way of life? 
God 
s LI . | у * 
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Household appliances is written with a “Z” 


Every single working day 16,000 domestic appliances roll off 
our production lines. 
Bound for kitchens anywhere in 111 countries. 
Because we are Europe's biggest manufacturer of domestic 
appliances ...and,its most innovative. 
Constantly finding new and better ways to wash and dry the laundry, 
do the dishes, keep your food fresh, cook your meals. 
То bring you technology you can really feel at home with. 
Because Z is for Zanussi. 


аў 
people working for people 


* Industrie Zanussi spa 


Р.О. Box n. 218 - 33170 Pordenone (Italy) 
Те]. (0434) 3961 - Telex 450363 - Cables: Zanussi spa Pordenone 


Lt Pean-soundi 


u- | nancial: 
: applauding 


|. versa, succeeding in irritating both. But 
j| one must have. some sympathy forthe- 
^ poor Gaimusho man: the Argentinian 


ambassador's name is the rather Euro- 

James Whamond, while 

mbassador sports the very 
Latinate name, Hugh Cortazzi. 

.@ VARIOUS conversations taking 

' between Chinese officials and visi- 

Hongkong over the territory’s 

asionally fallen below 

dards. Recently а 

ip representing the Hongkong Fac- 

wners Association went to China, 


¢ app ently the authorities had got | 
mixed up with another | 


Chinese Manufac- 
(the Chinese charac- 
. very. similar). 

ok. dt and 


then denounced the chatterers: 


ions on л IR UNES s future Бе, 


` Some obscure reason this assurance by 


Zhao, which I reckon should have made 


front-page banner headlines, was given 


treatment by. the c Hong 


conomic кр ап pami re- 


ally,’ thé Indonesian ne p 


reported. His trial wen 


cord ina rather unfortunately mis- | $ 


< headline in Japan's Daily | 


uri of December. 1, spotted 
r Hisamichi Kano: · DT 


Unvails China's 6th Five-Year Plon - 


DIPLOMACY is not the strong point | 


of certain Hongkong officials either. Fi- 
‘Secretary John  Bremridge, 


but do much" in maintaining the stabil- 
ity of the financial system, and those, like 
the stock exchanges, who had preserved 
*good order" and resisted panic selling, 
“Te is 

my observation that the. less people 


-| know, the more they talk. Anf God 


knows how some talk now at the slightest 


ity." 
Well, granted there have been some 
ill-considered pronunciamentos, many 


Бу local academics, which reflected Шоп 
| their authors’ knowledge and judgment, 


but does Bremridge seriously expect 


people not to chatter when others — 


who.seem equally ill-informed about 
what they want or think — are deciding 


| their futures? It is easy enough for Brem- 


ridge to call for stiff upper lips all round 
and an end to speculation. His future is 
not being bandied about by diplomats in 
Peking. 


1e NATURALLY, this column has never 
| implied that hilarious bleopers are con- 


fined to this region. Take this advertise- 


E | on December $ 


eb ту i; 
| things got that bad China would 
take Hongkong over! : 
. Which is why, perhaps, Ch 
ments on the subject in rec 
; have been much mote restrained. and | 


уеге ignty over _ dome 
‚1997, an; it 
by Chines 


| the responsible role of those, | 
| like Hongkong’ s banks, who “talk little 


invitation — and are given wide public- 
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rant with the Governor's Award": 





SMALL, INTIMATE and COZY .... 


à place to relax and: eri for yo 
your friend and family ... d 


A соок WITH RECIPE атн ти. ; 


ment, spotted by Ken Baxter, which ap- || ~ 
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Andropov; Soviet troops in Kabul: no sign of a softening. 
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Too much at stake to quit 


The Soviets know that if they pull out of Afghanistan a regime 
hostile to Moscow could replace Karmal's government 


By John Fullerton 


he death of Soviet president Leonid 

Brezhnev and the rise of the former 
KGB boss, Yuri Andropov, as his succes- 
sor have unleashed a wave of speculation 
that a resolution of the three-year-old 
crisis in Afghanistan might at last be some- 
thing the Soviets would consider seri- 
ously. 

The resumption of talks between China 
and the Soviet Union, and official Mos- 
cow statements to the effect that detente 
with the West would not be allowed to 
wither away reinforced the sense of op- 
timism, both in the countries most directly 
affected by the war and in the corridors of 
the United Nations. Expectations were 
sharpened by the reported remarks of a 
KGB major, Vladimir Kuzichkin, who de- 
fected to Britain from Iran in June. 
Kuzichkin reported that the KGB was not 
happy with Soviet policy towards Af- 
ghanistan and he suggested that the bur- 
den of responsibility for Soviet interven- 
tionist policies towards Kabul lay squarely 
on the shoulders of Brezhnev. 

To a lesser extent this was backed úp ру 
press interviews with a retired “Afghan 


army general who reportedly ran the АЁ” 


ghan secret-police training academy until 
his defection to Pakistan. He said on De- 
cember 15 that. Brezhnev had wanted to 
annex parts of northern Afghanistan. 
The Soviet Unior invaded Afghanistan 
on December 27, 1979 — just three years 
ago — primarily to prevent the collapse of 


1а 


the Marxist regime and the probable end 
of Soviet influence. This would have been 
an unacceptable blow to Soviet prestige 
and strategic interests which the Kremlin 
could not afford to be seen to tolerate. 
The invasion represented an extension of 
the so-called Brezhnev doctrine outside 
the area of the Warsaw Pact for the first 
time. Soviet spokesmen have explicitly 
linked Afghanistan with the Czechos- 
lovakia of 1968. Afghanistan's position on 
the Soviet Union's sensitive southern bor- 
der and the alreatly considerable political, 
economic and military investment in it 
complemented the ideological motive of 
preserving its gains. 

There are no signs that Moscow intends 
withdrawing its forces in the foreseeable 
future, despite the talks on the issue be- 
tween Andropov and Pakistani President 
Zia-ul Haq on the occasion of Brezhnev's 
funeral in Moscow last month. The col- 
lapse of the communist regime in Kabul 
Would cause unacceptable damage to 
Moscow's prestige. And the Soviet 
Union's prestige as a superpower would 
also suffer if its forces withdrew without 
having defeated a divided and ill-or- 
ganised guerilla movement; such à pullout 
could conceivably have repercussions 
among Muslim groups in the Soviet 
Union. 

Finally, and possibly most important of 
Il, the nature of any successor regime in 
Kabul, in the event, of a Soviet with- 


drawal, and the demise of the current re- 
gime led by Babrak Karmal, would be 
quite unpredictable. Moscow is not pre- 
pared, according to Kremlinologists in 
North America and Western Europe, to 
take the risk of seeing an unstable and pos- 
sibly hostile regime on its southern bor- 
der. Diplomatic observers conclude from 
this that the Soviets are not yet prepared 
to abandon their objective of establishing 
a stable, pro-Soviet communist govern- 
ment in Afghanistan and are therefore 
ready to continue the war at its present 
level for the foreseeable future. 


ronically, the unwillingness of the 

Soviets to contemplate a withdrawal is 
hinged primarily on their failure to over- 
come the very problems which brought 
them into the country three years ago: a 
regime notorious for violent feuding and 
one which lacks anything resembling 
popular support, even among the tiny but 
influential urban elite. 

The military costs are certainly toler- 
able in relation to the overall Soviet mili- 
tary effort. The political costs in terms of 
international condemnation, especially by 
non-aligned countries, are probably of the 
greatest concern. But observers believe 
that the Kremlin is prepared to sit it out, 
counting on the passage of time and the 
distraction of other crises to erode inter- 
national interest in the area. 

The Soviets do have plans for the coun- 
try. Attempts are being made to expel ex- 
tremists from both Parcham (Flag) and 
the rival Khalq (Masses) factions of the 
ruling People's Democratic Party. At- 
tempts have been made to widen the base 
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Karmal; guerilla briefing in the hills: the rebels fight on despite the setbacks. 


of support for the government through the 
creation of the National Fatherland Front 
(R&viEW, July 31, '81) and, in the longer 
term, to develop a loyal cadre of young- 
sters who, at the age of 12-16, аге being re- 
cruited in Afghanistan for training in the 
Soviet Union. 

The. Soviets also have long-range ad- 
ministrative changes in mind. They plan to 
control the Pakhtoon tribal belt by chang- 
ing the traditional tribal jirga (assembly) 
into small administrative units and by the 
provision of semi-autonomous self-gov- 
ernment to the regionally distinct ethnic 
groups of the northern areas. 

Religious affairs, tribal matters, educa- 
tion and economic development are all 
closely coordinated through the Khad, the 
security and intelligence service which is 
also charged with the recruitment of col- 
laborators, informers and militiamen on a 
large scale in order to wear down the 
armed resistance. Results are mixed, 
largely because of the popularity of the re- 
sistance and the inability of the regime to 
maintain effective administration in all 
but a few major cities. 

In regional terms the Soviets are an- 
xious to improve relations with Pakistan 


and Iran. For Pakistan, the presence of: 


nearly 3 million Afghan refugees is an in- 
creasing political and economic burden, 
and Moscow is obviously anxious to limit 
the new relationship between Islamabad 
and Washington. But for all concerned — 
and for the UN in particular — the 
paradox is simply that there is no leader- 
ship or group available which can provide 
the bridge between the resistance move- 
ment and refugees on one side of the fence 
and Moscow's own interests on the other, 
The early months of the new Soviet ad- 
ministration will certainly be marked by 
continued diplomatic activity on the Af- 
ghan front, but the war, it seems, must go 
on. t 
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А short, dangerous 
walk in the Soviet Kush 


Kandahar: To the sound of small-arms 
and artillery fire, the night around this an- 
cient city is illuminated by security forces" 
flares and the delicate but deadly streams 
of green tracer bullets. This is the home of 
the Durrani tribes which ruled Afghanis- 
tan for 200 years until the People's Demo- 
cratic Party took power by force nearly 
five years ago. The city is strategically lo- 
cated near the Pakistani border. It is an 
important area for fruit- and wheat-grow- 
ing, and it is clear from this correspon- 
dent's three-week visit to the area that 
economic activity has been badly hit as a 
result of the war. 

The resistance has suffered a setback in 
the area. The terrain is béreft of cover and 
guerilla operations here are vulnerable to 
air strikes mounted from a nearby airbase, 
the second or third most important in the 
country. The guerillas also suffer from an 
intrinsic inability to organise anything 
more than highly localised operations. 
Military leadership is poor and the tribal 
nature of the resistance inhibits the deve- 
lopment of experienced, well-trained 
cadres capable of carrying out strategic 
policies. 

Last winter, the guerillas had estab- 
lished themselves in the city centre in 
strength but théy withdrew on January 27 
after civilians — intimidated by artillery 
fire directed at the city — asked them to 
leave. Ambushes were then mounted 
along the Kabul-Kandahar highway but, 
during the sixth of these, the security 
forces reacted quickly, catching the gueril, 
las unprepared and inflicting what were 
for them severe casualties. 


Guerilla attacks then followed on the 
highway leading westward from the city to 
Geresk, Farah and Herat. Several villages 
were emptied as a result of reprisal bomb- 
ing raids, and the production of dried fruit 
was affected when at least 35 of the fruit- 
drying sheds — each capable of producing 
up to five tons of raisins a season — were 
destroyed by the security forces. 

Fighting continues, but the security 
forces are vigilant and have to some extent 
stabilised the situation by establishing 
some 60 or more posts in and around the 
city itself. Three Soviet-Afghan bases 
have been set up-across the guerillas’ main 
supply route in the area known as Arghas- 


tan. These have a twofold function: to in- . 


terrupt guerilla communications and, 
more important, to draw the guerillas 
away from lucrative targets into fruitless 
skirmishes in the scrub — well away from 
roads and population centres. With rare 
exceptions, guerillas control only those 
areas that the security forces choose not to 
occupy. 


N: one region is like any other in Af- 
ghanistan, but the situationin Kandahar 
province does hold important lessons for 
thé war as a whole. Despite the marked in- 
crease in the availability of weapons, the 
resistance has by and large shown itself 
unable to develop the war beyond instinc- 
tive and local reaction to a security-force 
presence. Guerilla operations are by no 
means decisive aftér тоге than three 
years of irregular warfare. 

Current Soviet military strength is esti- 
matgd by diplomatic sources at 100,000 
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troops actual inside Afghan 
ing the past year the Soviets ha - 
forced their presence by about 10,000 
combat troops. A further 30,000 are held 
in reserve in neighbouring Soviet military 
* districts. Forcible conscription and exten- 
sions to Afghan military service have in- 
creased the numerical strength — but not 
"the effectiveness — of the Afghan army. 
` From a pre-1978 figure of about 85,000, 
„army strength had dropped to about 
30,000. but is now thought to be about 
- 50,000; including border guards who were 
not part of the army establishment in 
+1978. 
. The security forces are reinforced by a 
‘number of often untrained and unreliable 
. pagamilitary forces ing so-called de- 
` fence-of-the-revolutiOW battalions, local 
. militia and bands of party activists. These 
. ло some extent compensate fer the loss of 
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Pakistan sees sign 
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The bulk of he Afghan security forces аге 
believed to be unreliable to say the least 
and would certainly collapse rapidly with- 
out direct Soviet support and control. 
Soviet casualties are put at 12-15,000 
killed and wounded since the invasion 
three years ago. Six times that number are 
believed to have been in hospital as a re- 
sult of disease due to inadequate prepara- 
tions to cope with climatic and hygienic 
difficulties. For the Soviets, the enemy is 
as much hepatitis as it is the guerillas. 
Morale is a problem for the Soviets. The 
country is remote, inhospitable and ex- 
treme in both terrain and climate. The 
conflict is.nerve-wracking — a war of am- 
bushes, assassinations and hit-and-run at- 
tacks by elusive and ubiquitous enemies. 


Despite the work of the International Red 


` Moscow's funeral diplomacy 


s of Soviet flexibility on 


Afghanistan, but Washington remains sceptical 


— By Richard Nations 
Washington: The superpower deadlock 

over Afghanistan appears unbroken in the 

. —wake of Pakistani President Zia-ul Haq's 

` state visit to the United States earlier this 
month. Zia —'the first head of state to 

meet the leaders of both the US and the 
Soviet Union since the change of leader- 
ship in Moscow — hoped to find some 
clues pointing to a breakthrough in the 
three-year-old confrontation over the 
Soviet occupation of Pakistan's neigh- 
bour. 

These hopes, however, seem for the 
most part to have been dashed, since both 
the US and Moscow have recently reas- 
serted their hardline positions over the 
terms for a settlement їп Afghanistan. 
Both powers appear anxious to calm 
speculation over the prospects for a signi- 
ficant shift which might lead to an early 
withdrawal of Soviet forces. 

Zia's hopes were raised by an interview 

- with the new Soviet Communist Party 
general secretary, Yuri Andropov, in 
Moscow which the Pakistani president 
later said revealed *a new freshness and 
flexibility" in the Soviet position. 
Authoritative Pakistagi sources said that 
Andropov told Zia during their 40-minute 
meeting following the funeral of president 
Leonid Brezhnev: *You want us to leave 
Afghanistan, we want to leave Afghanis- 
tan — so cease your interference. You 
want us to leave Afghanistan quickly, we 
want to leave Afghanistan quickly ,— so 
cease your interference quickly." . 

The administration, of US. President 
Ronald Reagan, however, remains wary 
of much of the funeral diplomacy con- 
ducted over Afghanistan, particularly the 
flattery afforded to Zia and Andropov's 
carefully nuanced words. There is no firm 
evidence, officials say, that Moscow has 
changed its basic policy of building a per- 
manent military presence in Afghanistan. 


20 کے‎ = 2 TT 


On the contrary, US intelligence points 
to the Soviet military continuing the con- 
struction of airfields and military installa- 
tions. Shese extend Moscow’s capabilities 
well beyond counter-insurgency needs to 
a distinctly offensive posture which brings 
Soviet aircraft 600 miles closer to the Gulf. 
A change in this activity, officials here say, 
would be a far more convincing indication 
of a change of heart in Moscow. 

US officials believe Moscow's Af- 
ghanistan venture is designed to put pres- 
sure on Iran in the long run, in the hope of 
tilting the balance in the Gulf in Moscow's 
favour. Moscow is apparently concerned 
about any appearance of softening its 
stand on Afghanistan. In an authoritative 
3,000-word article, the communist party 
newspaper Pravda, reasserted Moscow's 
long-standing policy on Afghanistan with 
an asperity rare even in Moscow's harsh- 
est ideological hroadsides. 


I; the first major Soviet statement on 
Afghanistan in a year, Pravda reaffirmed 
the conditions for a troop withdrawal: 
"Effective discontinuation of the inter- 
vention from without through . . . agree- 
ments between the government of Af- 
ghanistan and those of its neighbours." 
The article once again contended that the 
"people's revolution in Afghanistan . . . is 
érreversible" — an apparent attempt to 
correct the record of Pravda's own editor, 
Viktor Afanasyev, who earlier told Japan- 
ese journalists that Mosców was “not de- 
termined to impose a Soviet-style regime 
in Afghanistan." The article also strongly 
reasserted the link between Moscow's in- 
tervention in Afghanistan and US-backed 
interference which, it said, followed the 
fall of the shah of Iran. 
e Washington analysts point to the 
Pravda article to justify their own scepti- 
cism about Moscow looking for a quick 
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Symptoms of low morale and break- 
downs of discipline are reported fairly fre- 
quently, mainly from Kabul itself. Soviet 
soldiers sell stores — petrol, oil, vehicle 
spares and even weapons for hashish and 
imported Western gooés. Looting, casual 
mistreatment of the locals and heavy 
drinking and drug-taking are com- 
monplace. There have been several re- 
ports of Soviet soldiers from Central Asia 
collaborating with the guerillas or, in 
some cases, defecting to the resistance. 

Fighting has continued at a moderately 
high level throughout the past year. The 
security forces control Kabul and most of 
the main cities, and have a degree of con- 
trol over the main roads. However, in- 
creasing attacks in the capital and fhe abi- 
lity of the guerillas to mount full-s€ale op- 
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Zia: hopes were raised. 





way out of Afghanistan. Nonetheless, 
United Nations officials think the Soviet 
position holds open what they call a win- 
dow for diplomacy, since Moscow's condi- 
tions for a withdrawal are linked to actions 
by Pakistan and Iran. This gives Is- 
lamabad a card to play. The UN official 
handling the Afghanistan issue, Diego 
Cordovez, is eager to exploit this window 
in his proximity talks involving Kabul and 
Islamabad. 

The US formally endorses the Cor- 
dovez talks, but, privately, officials see 
them as another Soviet stratagem to draw 
Pakistan into recognition of the Kabul re- 
gime. Indeed one of the most noted recent 
changes in Moscow is an interest in hurry- 
ing along the UN initiative. Cordovez is 
due to go to the region in January. The 





Pravda article blamed Pakistan for hold- : 


ing up the negotiations in order to extract 
more military aid from the US Con- 
gress. ш 
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| nation, training, leadership and a cohe- 
| tent strategy. On the other hand the se- 
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this correspondent's three. visits to Af 


| ghanistan, is as determined as ever to re- 


sist — JOHN FULLERTON 


in embattled economy 
_ The war has seriously disrupted agricultural production but _ 
: the output of natural gas, the main export, is to expand 


-By John Fullerton y 
4l bad: The virtual cessation of West- 
Ver Islamic states’ aid to Afghanistan 
the Soviet invasion three years 
inevitably meant that the country 
come heavily dependent on. the 
t Union. It is reported that Soviet 
non-military aid rose sharply from US$34 
million in 1979 to USS284 million last 


About 86%. of Soviet economic aid to 
developing countries is devoted to four 
‘st ub 'tnam, Mongolia and Af- 

stantial proportion of the 
sential commodity 
ch items as wheat, 


ude the maintenance à 
€ trunk-road system, 


omy and its integration with th 

bloc is demonstrated by the fact th 
cording to official figures, the country is 
now dependent on the Soviet Union for 
„849 of its machinery and transport equi 
ment imports, 65% of cotton fa 

96% of refine: 
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82 — an increase of 25% over the previous 
yeat. $ 

Economic planning. is largely under 
Soviet control and this is reflected in its 
priorities. Although agriculture employs 
more than 70% of the working popula- 
tion, the 1982-83 development plan, for 


example, gives priority to mining, industry’ 


and power in the allocation of resources 
(37.676). Transport gets 27.4% апа only 


10.476 goes to agriculture. Afghanistan 


is primarily an. agricultural country, 
but the war has seriously disrupted ag- 
ricultural production. This in turn has 
meant a marked rise in food imports 
from the Soviet Union. Of the original 
1,200 agricultural cooperatives organised 
by 1978, barely 100 remain this year on 
paper, 

Іта statement on October 15, President 


| Babrak Karmal said that current annual 


food imports were 150-200,000 tonnes of 
wheat, 30,000 tonnes of rice, 17.000 ton- 
nes of edible oils and thousands of tonnes 


„of dairy products. Actual figures may be 


higher: wheat imports are reliably be- 
lieved to have increased from 100,000 ton- 


-nes in 1978-79 to 240,000 tonnes іп 1980- 
81. he official newsagency, Bakhtar, re- 
ed ín May that sugar imports this year | 


would be 158,000 tonnes, up by 61% on 
1981. Afghan sugar-beet production for 


-1981 was planned for 34,000 tonnes, con® 


. Inthe first 10. 
prices are estim 
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‚| either the political or the military policies | DE N DI NG 
necessary to seize the advantage from an 
enemy which is to be found in every ham- 
let, town and city, and which, to judge by - 
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-was available for 
four hours every evening only, while in 
т the supply was almost non-exis- 

ent. 

Textile factories as well as cement 
works were either closed altogether or 
working well under capacity. Certain key 
industries manage to function because 
they are easily and well defended. Others 
are scattered and easily damaged or iso- 
lated. The exodus of skilled labour has not 
helped. 


i Mx than 70% of the country's trade is 
^ now with countries in.the Soviet-led 


: 
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| 


uping, Comecon, compared 


ta Aper 
with 39.5% in 1978. ТУ Soviet share of 


` this has gone up from 38% to nearly 56% 
апа Soviet-Af, 


an trade is expected to 
treble between 1981 and 1985. During the 
current year some 62% of Afghan exports 


der barter arrangements with Soviet- 
countries. i 


of average world 


lieved to be about 
per 1,000 
cu. ms — low b 
world standards 
and less than the 
rm charged by - 
Moscow for Sibe- 


Western Europe. 
In any case the earnings from the gas ex- 
ports are notional in the sense that they 
are not Ed for in cash, as the value-of the 
t against Afghanistan's debt for 

imports and loans from the Soviet Union, 
now estimated at around US$3 billion. 
According to Abdul Latif Aurah, former 
head of the gas and petroleum department 


- of the Ministry of Miges and Industry, 
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Afghans cannot verify the amount of gas 
pumped because the meters are on the 
Soviet side of the border. Official figures 
suggest gas production for 1981-82 was 2.7 
'billion cu. ms, but production is planned 
to rise in 1983-84 by a further 3 billion cu. 
ms. Most of the high-quality urea fertWiser 
from the Mazar-i-Sharif petrochemiael 
plant goes to the Soviet Union, as does the 
output from cement plants built by 
Czechoslovakia. 

An economist who worked until re- 
cently in the Planning Ministry in Kabul 
has reported that іп, deals in which the 
country bought sugar in return for ce- 

. ment, the Afghans were losing US$97 per 
tonne of sugar compared to world prices. 
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ed by the Soviets on favourable terms 
are then resold at a profit in. Eastern 
Europe. 

Afghanistan is short of the foreign ex- 
change needed to buy goods on the world 
market. While official figures claim a 
surplus of US$50 million in 1981-82, the 
country's foreign-exchange reserves are 
falling: from US$375 million in March 
1980 to US$238 million at the end of 1981. 
Kabul is compelled to ask the Soviet 
Union to buy goods from third countries 
on its behalf. The value of the convertible 
currency involved is then debited against 
natural-gas exports. Recent examples 
have been the purchases of soap from 
South Korea and cooking oil from 
Malaysia. A surplus of several hundred 
million rupees, which Moscow has ac- 
cumulated in its trade with India, is to be 
used to buy a wide range of consumer 
goods for Kabul. J 

Moscow is also. clearly interested in 
exploiting Afghanistan’s considerable 
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Afghan cotton harvest: en route to the Soviet Union? 


Hajigak in Bamyan province are put at 1.7 
billion tons of high-quality ore. The huge 
copper deposits gt Ainak south of Kabul 
are also of high quality. High-grade 
chrome ore has attracted Soviet interest, 
while Soviet geologists working in Af- 
ghanistan have mapped out finds of 
uranium, beryl, barite, lead, zinc, 
fluorspar, bauxite, lithium, tantalum and 
emeralds. — 5 
No precise figures are available jfor 
Soviet military aid, but the cost of direct 
military aid in 1981 has been assessed 
8. diplomatic sources at more than 
$$2 billion. Surprisingly perhaps, Af- 
ghanistan does not receive free military 
equipment as do Cuba and Vietnam. 
Values are comparable with these two 
countries, but the quality of the equip- 
ment is unequal. The Afghan client state is 
not trusted with the more modern equip- 
ment supplied to the two other Soviet al- 
lies, presumably because of the obvious 
danger of it passing rapidly into the 
hands of the ubiquitous resistance move- 
ment. u 
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the bowl — 


UN officials say that relief 
operations should continue to 
prevent child retardation 


By Ted Morello е 
New York: With time running out, а com- 
prehensive field report prepared for the 
United Nations Food and Agriculture Or- 
ganisation (FAO) appeals to donor coun- 
tries not to close down the UN reliePoper- 
ation inside Cambodia on Decemb& 31 — 
an action recommended by the major con- 
tributors. The 130-page study, the most 
detailed yet presented to donors, argues 
for the maintenance of the FAO's pre- 
sence in Phnom Penh because Cambodia 
“needs further international help in the 
food and agricultural sector to reduce the 
risk of deterioration in the food supply 
situation." 

It contradicts the contention — as ex- 
prend at the December 15 donors' meet- 
ing here by Thai Ambassador Birab- 
hongse Kasemsri.— that “an emergency 
situation no longer exists and the spectre 
of widespread famine has now at long last 
receded.” Kasemsri's view is shared by the 
American and European Economic Com- 
munity delegates and other donors, who 
cite earlier FAO reports to substantiate 
their position, 

The report was among field assessments 
circulated at the donors’ meeting presided 
over by Sir Robert Jackson, Secret- 
ary-General Javier Perez de Cuellar's re- 

resentative оп all Cambodia-related 

umanitarian activities. In the past, 
Jackson himself has cautioned against a 
precipitate mandatory shutdown of inter- 
nal assistance to Cambodia, arguing that 
the country's tenuous gains in food pro- 
duction could be reversed almost over- 
night by unfavourable monsoon condi- 
tions (REVIEW Aug. 20). 

The new study was prepared by a four- 
man team headed by Dr G. V. K. Rao, a 
former member of the Planning Commis- 
sion of India who led two earlier FAO as- 
sessment missions and an Indian program- 
ming, mission to Cambodia, Privately, 
some of the donors are questioning Rao's 
impartiality because of his involvement in 
the mission earlier this year to assess Cam- 
bodia's needs for Indian development as- 
sistance. They point out that India, virtu- 
ally the only non-communist government 
to recognise the Phnom Penh govern- 
ment, would have a natural interest in 
helping to consolidate its grip via national 
development assistance, whether from 
India or the UN. 

Alluding to development aid, Singa- 
pore Ambassador Tommy Koh charged 
that in the past two years attempts have 
been made to modify the UN emergency 
humanitarian mandate by helping Cam- 
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у apologies for а ӨР 7 
rambling offering this week. My old 
mate and colleague, David Bonavia, in 
his characteristically witty review of the | 3285,000, a qe sum 
biography recently written about me | charge against Occüpation tenants.) 
T оу. 26), innocently believed | · I once had to sack two eee 
been "banned" | е риа whom T discov 


genemally recognised, С ‘ould be | 1 A y 
Дей in a vacuum if U e with- refoo eporting — mostly in the F 
| ко ist- ave been lucky enough, sofar, 
pe that fate anywhere. > m 
. What happened in Tokyo was that in | - 
| 1947 [had a row with mythen newspaper | 
ss in Sydney, who angrily demanded 
| that I return, after a lengthy absence, to | 1 
an executive post which I would not have col 
enjoyed. 1 cabled my resignation be- | ga 
, cause I wanted to stay in Tokyo, where I 
had first worked in 1940 and to which I 
| ric . had hastily returned after my limping re- 
T risen sig | | treat to Sydney from the 8th Army warin | ^ Anyway my term ended i in date 19 
` of a favourable monsoon season and the | | North Africa. after Thad ie did to stow aboard 
i ed availability of fertilisers pro- 1 managed to- wangle stringer tie-ups . "E 
_ vided through international channels. — || in Tokyo with substitute Aussie papers - 
y j here was a 97,300-tonne | | plus The Wall Street Journal and the Fi- | sacked by the executive committe 
nancial: Times ої London. And then 1 i ш 1 was on a 
FCC members at the original five-storey 
dormitory premises in No. 1 Shimbun 
Alley. suddenly. decided that % news- | re 
ould be appointed club | and the club was split for a yea: 
theory that a fellow-re- | Then we were happily reunited 
nderstand and anticipate | okyo FCC has since made th 
desires and problems, | 
soothe professional 
isputes, would have а 
pot and two jeeps in the 
себу press member in 
ld ensure a supply of ac- 
n and rationed liquor, 
would make water run uphill, would | 
|| start a:club library and would even im- | 
prove the club menu. 
And so, in a crowded, noisy but party 
| sober special meeting, 1. found myself 
nominated — known to be out of a full- 
| time job and on my arse. (Weekly wage, 
1 US$80; plus free board and half-price 
drinks.) 
The eccentric experiment lasted for al- 
d | | most two years, under three different . 
executive committees and three presi- | 
| | dents — because I had the assistance of 
the best Japanese manager in Tok 
i Kawana, now boss of the 
, the; best e b 


ds emergency О 
‚000 tonnes as sufficient T ‘friendly ed 
basic six- -month requirements ne || correspondents © ‘would discharge their 
ble pos in food-short prom How- [4| pistols in their rooms to hasten service, 
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і 40 пея rable a 0 ce of UN i 
. aid officials, the Phnom Penh regime has 


- inadvertently been lending weight to that 
-eargument by ill-timed, politically moti- 
vated pronouncements. For example, the 
- UN officials were caught off-balance by 
widely publicised reports that Phnom 
Penh had shipped thousands of tonnes of 
rice as a donation to Vietnamese victims 
of Typhoon Nancy. And, shortly after the 
"September 16 UN pledging session to as- 
+ sist Cambodia, Hanoi's UN mission issued 
| а press release quoting Cambodian 
— Foreign Minister Hun Sen as saying that 
|. due to a better distribution of rain, crop 
| yields were expected to be better this year. 
| “Ir®spite of جیا‎ М facing Kam- 
X puchea. hunger or starvation no longer 
ose any threat to our people," he said. 
The total number of displaced Cambo- 
L dians served by the UN Border Relief Op- 
_ eration (Unbro) and the office of the UN 
High Commissioner for Refugees 
_ (UNHCR) stands at 317,000, The new 
‘count fixes the number of those under 
X. Unbro's mandate in border enc: mpments 
at 240,000, including a significant increase 
















| Jackson: support from the FAO. 
|. in the central sector from 140.000 during 
- the last tally in July to the current 154,000. 
| The UNHCR is looking after 77,000 Cam- 
` bodians in Thailand. Most of the new arri- 
| vals cite lack of food in Cambodia as their 
| main reason for migrating to the border. 
In addition, Unbro continues to provide 
- basic food assistance to 80,000 Thai villa- 
_ gers displaced or otherwise affected by the 
massive influx of refugees. 

The UN agencies' field assessment also 
reports that tension at the border is again 
increasing. Recent serious incidents in- 

. cluded the shelling of the Phnom Chat and 

. Nong Chan encampments, which resulted 
in deaths and injuries. The report added 
that the evacuation of the injured from 
border areas increased substantially in 
November from the September-Octdber, 
one-a-day average. 

The UNHCR reports that by the end of 
this year, the agency will have assisted 
460,000 people who have spontaneously 
returned to Cambodia since September 
1980. Projecting a caseload of 100,000, 
UNHCR estimates it will need an addi- 
tional US$2 million to continue the inside- 
Cambodia programme in 1983. ^ [г] 
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Ershad has to convince the highly volatile Bangladeshi 
masses that his reforms will swiftly improve their las 


By Rodney Tasker 

Dhaka: A donating world wearies of the 
seemingly perpetual moral obligation to 
save Bangladesh from going.under. But 
while the donor countries may have 
reason to congratulate themselves for 
keeping this country afloat economically, 
they may miss an important point: 
Bangladesh is desperately trying to save it- 
self from itself. And, at the moment, that 
task has been vested in the hands of the 
military. 

Martial law is a dirty phrase in most 
Western countries. It smacks of'a heavy, 
visible military authority and people 
forced into compliance by the threat of 
arbitrary arrest and harsh penalties. Mili- 


tary leaders in Bangladesh have opted for . 


martial law to enable them to run the 
country. But, as is the wont of idealistic 
military officers, they see themselves in 
the role of saviours of their tormented, 
hopelessly poor country rather than its op- 
pressors. 

Apart from a 1-4 a.m. curfew, a visitor 
to Bangladesh sees few indications that a 
martial-law regime is in, power. Most 
Bangladeshis themselves would probably 
agree that the military takeover on March 
24 has hardly restricted their lives — and 
few complain about the arrest, and heavy 
sentencing in some cases, of former minis- 
ters, other politicians, bureaucrats and 


some ‘businessmen for corruption in a 


country where massive corruption: has 
been endemic. d : 
When army chief of staff Lieut-Gen. H. 
M. Ershad declared martial law and ap- 
pointed himself chief martial-law adminis- 
trator, he cast himself as a reluctant 
strongman, forced by a deteriorating poli- 
tical situation, a stagnant economy and 


rampant corruption at the top of the civi-. 


lian government fo step in to prevent the 
country from destroying itself. It was a 
familiar theme for a developing country 
such as Bangladesh, and political obser- 
vers in Dhaka are almost unanimous in the 
belief that the vast majority of the people 
— apart from the dispossessed politicians 
and many bureaucrats — were prepared 
to give Ershad and his fellow officers the 
benefit of the doubt. 

More than eight months have passed 
afid fewer people are prepared to extend 
this confidence. While Ershad does not 
give the impression of being a leader with 
political ambitions, he and the small group 
of senior and middle-ranking army offic- 
ers who are thought to constitute his 
think-tank have drawn up bold, sweeping 
new policies which they believe will bring 
about a recovery. 

: Rather surprisingly for a martial-law re- 
gfme, the cornerstone of the government's 
programme is decentralisation, giving a 





great deal more power to local councils at 
the thana (police station) levél; it is plan- 
ned to have non-party elections to these 
councils in late 1983. The judiciary%is also 
being decentralised, with three divisional 
benches of the high court being set up in 
three district centres, Comilla, Jessore 
and Rangpur. 

On the economic front, foreign fnvest- 
ment is being encouraged, food déstribu- 
tion to the rural areas, wgere nine out of 
10 people live, is being speeded up and the 
government is rapidly disinvesting in pub- 
lic corporations, particularly in the jute 
and cotton industries. A new education 
policy, which will bring in four-tier educa- 
tion and theoretically ensure free bigher 
education on the basis of merit, has been 
announced, j К 

Yet however laudable the new policies 
тау appear to be, the people expect quick 
improvements to their lot. They realised 
that under the old cumbersome раг- 
liamentary system, with а myriad of par- 
ties — there were 75 altogether, squabbl- 
ing among themselves — any progress 
would be slow. A new military govern- 
ment, comprising an army which heroi- 
cally helped to drive the Pakistanis out in 
1971 and establish a new independent na- 
tion, is.expected to cut through time-con- 
suming democratic procedures and swiftly 
give the masses an improved standard of 
living, mere jobs and more of a say in their 
country's destiny. 


T new government cannot yet point to 
substantial improvements on any front, 
apart from law and order. So its honey- 
moon period is over. As far as the econ- 
omy is concerned, gloom still prevails in 
Dhaka. The country remains heavily de- 
pendent on foreign aid. The amount com- 
mitted during fiscal 1982, which ended in 
June, was a massive US$2.01 billion and 
for fiscal 1983 it has risen to US$2.31 bil- 
lion. Foreign aid constitutes 78% of the 
annual development programme. The 
country's food shortfall last year was 1.5 
million tonnes, and this year it is expected 
to increase to more than 2 million tonnes. 
The country experienced zero growth last 
year and there is little optimism about any 
improvement this year. 

Dismal terms of trade still depress ex- 
port revenue. Last year export prices were 
estimated to have slumped by 17%, while 
import prices rose 7%. Worth noting is 
that the top foreign-exchange source is re- 
mittances from Bangladeshis workin 
abroad, mainly in the Middle East. A tota 
of 65,000 are expected to have been em- 
ployed abroad this year. 

It is yery difficult to impress Dhaka's 
small, highly politicised elite community. 


[DECEMBER 24, 1982 e FAR EASTERN ECONOMIC REVIEW | 


mte ж al 


Bangladeshi troops; Dhaka street scene: military rule without the repression. 


In the Dhaka Chub, the crumbling British 
Raj watering hole which constitutes an un- 
official debating club for politicians, law- 
yers, businessmen and others, criticism of 
the Ershad regime flows endlessly over 
the drinks, despite martial-law penalties 
for criticising the government. 

Ershad says he does not worry about 
criticism from such quarters, which he 
prefers to label vested interests. He says 
he is more concerned about the rural 
mifses. He wants to give Bengalis back 


their traditional pride and take away their. 


begging bowls. But pride appears to be 
still a luxury which only the Dhaka and 
Chittagong elite can afford. 

As they weighed the pros and cons of 
martial law in the brief period of civilian 
rule which followed the killing of presi- 
dent Ziaur Rahman in May 1981, Ershad 
and his fellow officers were exasperated 
by what they saw as the inefficient, cor- 
rupt way in which civilian politicians had 
run the country. They even criticised Zia 
for becoming too immersed in his ruling 
political party, the Bangladesh Nationalist 
Party (BNP), while at the same time re- 
maining ап army general. 

Zia, himself an honest man, had also 
condoned corruption to à certain extent as 
being an inevitable part of Bangladesh's 
political system, When Ershad seized 
power, many observers in Dhaka thought 
he would follow Zia's model but, as Local 
Government, Rural Development and 
Cooperatives Minister ` Mahbubur 
Rahman, a lawyer who is one of Ershad's 
most loyal supporters, told the REVIEW: 
“In my opinion Gen. Ershad has rio inten- 
tion or desire to follow Zia's politics, 
policies or path." 

Clearly, Ershad feels that the armed 
forces have a right to a role in administer- 
ing the country, whether a civilian govern- 
ment is in power or not. In an interview 
with the REVIEW (page 28) he said this 
would be formalised in an amended con- 
stitution when martial law is lifted. That 
may be inevitable, but for the moment cri- 
tics point out that Ershad's military re- 
gime is instituting some policies in an arbi- 
trary, military fashion without consulting 
civilian bureaucrats or interested groups. 
*Youcan'tsimply giveanordertotheecon- 
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оту to improve," observed one lawyer. 

Dhaka-based lawyers have been par- 
ticularly upset by the regime's decision, 
taken without consulting the Supreme 
Court Bar Association or any other law- 
yers outside the government, to decen- 


_tralise the High Court. Lawyers of the Bar 


association, which had tried in vain to ar- 
range a meeting with Ershad on the issue, 
staged a protest boycott of the High Court 
in early October. The military authorities 
arrested 13 of the lawyers (REVIEW, Nov. 
5), who were held for 11 days before Er- 
shad ordered their release. Ther@is now 
an uneasy truce between the lawyers and 
the regime. 


imilarly, some potential foreign inves- 

tors were reportedly concerned about 
a recent decision by the government to cut 
back the number of pharmaceutical 
brands allowed to be retailed in 
Bangladesh. Foreign pharmaceutical 
companies are among the biggest inves- 
tors in the country and the decision, criti- 
cised because of the government's appa- 
rent lack of forethought and because it 
had been possibly influenced by certain 
local vested interests, alarmed not only 
those foreign companies involved in the 
industry, but others who feared that simi- 
lar policies might be intgoduced in other 
sectors. Bankers report that in any case 
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there is not very much interest in Bangla- 
desh among foreign investors at the 
moment, 

The government's new education policy 
has drawn a great deal of criticism, includ- 
ing some from university students, not so 
much because of its content but because of 
the arbitrary way it was announced. The 
government has subsequently distributed 
questionnaires to homes to test public 
reaction to the policy, which was to have 
been introduced in January but may now 
be delayed. 

Ershad and his military advisers appear 
to be in a hurry to usher in à new 
Bangladesh, instituting reforms and push- 
ing them through in an authoritarian man- 
ner in the hope that they will remain per- 
manent features. No one doubts that the 
general wants to restore a form of demo- 
cracy eventually, but if he has his way it^ 
will bear little resemblance to the old 
party system. He barely disguises his dis- 
gust for the existing parties, all banned 
from political activity under martial law, 
and the main question for concerned 
donor countries, which are closely 
monitoring the situation, is whether new 
parties, or modified old ones, will present 
themselves to Ershad's satisfaction when 
he eventually decides it is time for a na- 
tional election. 

The BNP has virtually broken up fol- 
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Sanar. That oe Awami 
the strongest, best-organised party in the 
country. Its leaders are smarting under 
martial law, and it is thought that the mili- 
ary will never allow it to return to power 

in its present form. “We are in suspended 
animation,” Awami League leader Kamal 
Hossain told Review. He was also 
critical of the military government's pro- 
gramme. “If ‘you want to tackle the 
economic situation, you can only do it 
within a democratic framework," he said. 
The military obviously feels it knows 
what is best for the country, considering it- 
self to have been midwife at its birth. Sev- 
eral young, highly intelligent officers in 

` thegirmy's middle ranks are known to be 
. among the more influc@tial of Ershad's 
advisers. "He is a consensus leader, not à 


| lomat. But Ershad's task is to convince 


highly volatile Bangladeshi masses that his 
regime's reforms will benefit them and 
provide a glimmer of hope in their 
economic and social misery. 

Some Bangladeshis ask whether there is 
any need for an army, given the fact that 
the only lé land invasion of the 
country could come from either India or 


Burma, both friendly neighbours. They , 


argue that no foreign power would want to 
occupy a desperately poor country like 
Bangladesh. If one of the superpowers in- 
vaded, the Bangladeshi armed forces 
would be no match for the opposing 
forces. Popular feelings about the army 
could sour if it fails to bring progress and is 
accused of clinging to power for the sake 
of it. a 





Power to the people 


` Martial-law leader Ershad is moving fast to decentralise 
power before vested interests can thwart his plans 


_ By S. Kamaluddin 
Dhaka: Bangladesh is busy implementing 
а massive administrative decentralisation 
programme which will make thana head- 
_ quarters — the local police stations — the 
hub of all government activities and bring 
the administration to the doorsteps of the 
people. The move is to fulfil a promise 
made by the country's military ruler, 
` Lieut-Gen. Н. M. Ershad, that “we have 
_ to improve the living conditions in the vil- 
| lages and stop the exodus of rural popula- 
| tion to the urban areas . . . if the village 
- survives, Bangladesh survives too." 
— The thana administration system, as en- 
- visioned by Ershad, will be presided over 
by a democratically elected thana 
| parishad (council) chairman who will be 
_ assisted by the thana commissioner, the 
| chief executive officer of the parishad. 
_ The thana parishad will have the power to 
| levy taxes and tolls to generate funds 
_ needed to run the administration and for 
| use in various development programmes. 
| - However. the central government in 
ү haka — or Dacca, as it was previously 
lled — will try to provide adequate 
E funds for development programmes from 
` its annual budget allocations, 
. , The thana commissioner, in addition to 
assisting the thana parishad chairman in 


supervising all thana-level activities, pre- - 


paring and executing coordinated 'deve- 
lopment plans and overseeing the ac- 
tivities of other departmental officials, 
will also have authority over a senior 
magistrate to maintain law and order in 
the area. The commissioner, however, 
will have no jurisdiction over other jude 
cial officials in his thana; thus the judiciary 
will have been made independent of the 
executive branch of the thana administra- 
tion. The thana police chief will be respon- 
sible to the thana commissioner. 

In order to make thana parishad chair- 
men more effective and powerful, and 
also to provide checks and balances, the 


26 
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chairmen have been given authority to go 
through confidential reports which thana 
commissioners will write about subordi- 
nates for higher authorities, and authority 
to countersign them. About 14 thana-level 
officialse along with their assistants, will 
form a mini-secretariat representing all 
major government departments. As thana 
parishad chairmen will regularly supervise 
the activities of these officials, they are ex- 
pected to be more cautious and active in 
their jobs. 

While formally opening the first train- 
ing course for the first group of thana of- 
ficers on October 24, Ershad said: “1 be- 
lieve the administrative reorganisation, 
with the thana as the basic unit, is a step 
forward towards democratisation «which 
will lay a strong foundation for a rural- 
based democratic system. The century-old 
colonial legacy of the administration will 







The administrative rganisatión com- 
mittee, headed by Rear-Adm, M. A. 
Khan, chief of naval staff and deputy chief 
martial-law administrator, has suggested 
in a report that the committee will need 
about US$1.23 billior to develop the 
infrastructure necessary at the thana level 
to introduce the new administrative. de- 
centralisation EN uio 
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A frame of ‘five years is given for 
the system's gradual implementntion. 
However, the time frame is not being fol- 
lowed. Ershad has committed himself to 
holding union parishad. and thana 
parishad elections towards the end of fext 
year so that he can meet his ogiginal 
schedule for returning the сошугу to 
democratic rule in about two years from 
the date he seized powe® Ershad told a 
number of correspondents four days after 
martial law was proclaimed that he would 
like to complete certain basic reforms be- 
fore returning the country to civilian rule. 

Ershad has already started implement- 
ing the administrative decentralisation 
programme in phases. In the first phase, 
55 thana administrations began operating 
on November 7. Another 45 began 
operating on December 16. Minister for 
Local Government, Rural Development 
and Cooperatives Mahbubur Rahman 
told the REVIEW that а further 50 adminis- 
trations are expected to begin operations 
by March 25. 

The government has allocated a sum of 
Taka 1.5 billion (US$60 million) in the 
current fiscal year to build thana system 
complexes. All thana administrations are 
to be operating before the union parishad 
and thana parishad elections take place. 
The union parishad and thana parishad 
elections must be held before district 
parishad and national parliamentary elec- 
tions are held. 

Ershad appears to be in a hurry to im- 
plement his administrative reforms before 
his two-year extension of service as army 
chief. of staff is to expire in December 
1984. The 05 in-the government's ap- 
proach t plement its reforms appa- 
rently one е government's suspicion of 
what it vested interest group. A 
















highly placed d source said that the military 
governmenthas to implement the reforms 
as quickly 3% possible to prevent the so- 
"called vested group from fighting back. 
“They аге very powerful," the source said, 


referring to the group, and added: “If they 
are allowed time, they are capable of frus- 
trating any attempt to introduce any re- 
form by any governmentat any time if that 
hurts their interest.” 

The decentralisation move appears to 
have been well received by various donor 
countries as, well as by the. World Bank 
and the 'Asian' Development Bank. 
Bangladesh was coming under increasing 
criticism from certain major donor coun- 
tries for undertaking development pro- 
jects which benefited the country's urban 

| elite and bypassed rural- areas where 


"| nearly-90% of thé people live: Wr. ШШ 
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Focussing on China’s economic performance in 
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speaks out on the future 


€ is an unlikely strongman. 

Soft-spoken, almost shy, 
Lieut-Gen. H. M. Ershad lacks 
the charisma of Gen. Ziaur 
Rahman, who was assassinated 
by a rival general in Chittagong 
in an attempted coup in May 
1981. Ershad, then Zia’s chief 
ef staff, quickly рш down that 
coup and nearly a Fear later 
seized power himself, launch- 
ing angladesh's second 
period of military*rule. 

Ershad says he intends to re- 
store a democracy, "reflecting 
the hopes and aspirations of 
the people," within about two 
years. During that time he and 
his fellow officers plan to 
change the face of Bangladesh 
politically, economically and 


socially. The 52-year-old gen- 
eral spoke recently to REVIEW 
, chief correspondent Rodney 


Tasker and Dacca correspon- 
dent S. Kamaluddin about his 
reasons for staging the military 
takeover and his plans for the 
country's future. i 


It is generally tħought that you 
were rather reluctant to impose 
martial law and take power for 
the military. Is this true? 

I was very reluctant. This 
country has such multifarious 
problems — a country without 
resources, a country without 
any political institutions is not 
very easy to run. It is a country 
where democracy has not been 
given any trial. Manpower 
should be our resource, but in 
our case I think manpower has 


- been our burden. Naturally 


one has to hesitate to take over 
responsibility for such a coun- 


‘try. Since taking over, I do not 


remember a day when I did not 
have to work for 18 hours. 

Dealing with our economy, 
the World Bank and IMF [In- 
ternational Monetary Fund], 
conditions are very strict. They 
don't try to understand our dif- 
ficulties. They say withdraw 
subsidies, devalue the cur- 
rency, do this, do that, which, 
for a government like ours — 
ог any government — is very 
difficult. The governments 
over the past four years did not 
take any action. 

We are trying our best, and I 
have the satisfaction that what- 


ever has so far been done has 
just started going down to the 
people. Really, we are trying 
very hard to decentralise, tak- 
ing all these benefits to the 
people. The thana [police sta- 
tion] administration will have 
all this [authority]. It has al- 
ready gone down to the vil- 
lages. Every day we try to 
make sure that agricultural 
loans are going to the people. 
We are making sure that the 
farmer gets it. 


It does seem strange that a 
martial-law regime, such as 
yours, should be decentralising 
rather than centralising power, 
as one would normally expect. 

I belong to this country. I 
have to live in this country; my 
children have to live in this 
country. We have seen what 
has happened in the past. Be- 
cause of centfalisation, too 
much power һаз been concen- 
trated in certain hands. They 
[the bureaucrats] have so many 
things to do that ultimately 
they can't do anything. So let 
the people at the lower level do 
their chores, and let the sec- 
retaries sitting here in Dacca — 
the government machinery — 
do the planning. We arrange 
for the money, we do the 
budgeting, and let the people 
implement. 


Is it true that you are planning 
to hold local elections at the 
end of 1983 as the first stage in 
your political meg 

Yesterday I addressed a 
meeting at which I said that it 
may sound very unnatural, but 
you will get real democracy 
from a soldier such as me. So 
far in these past 12 years we 
could not build up any demo- 
cratic institution. What has 
happened has happened on a 
party basis. But proper demo- 
cratic inssitutions — in which 
any party may come and go but 
the institutions would remain 
— fat’s the kind of institution 
we are trying to build up. 

I am trying to give a grass- 
roots-level democratic institu- 
tion. We are going to have the 
union council elections and 


also thana parishad council 


chairmen who are really going 


to be the administrators of the 
thanas. They will be elected on 
a non-party basis. The party- 
based elections will be held at 
the national level — that is the 
parliamentary elections 
after that. 

You know, today we have 75 
parties in our country. I want to 
reduce them. So what I am 
going to do is to lay down that 
any political parties getting less 
than a certain number of votes 
will not be considered a politi- 
cal party. We can always do 
that by seeing the last election 
result. All the parties came 
out, and most of them did not 


Ershad: '| was very reluctant." 


get even one seat. So if we lay 
down that this will be the crite- 


rion for ipe d political: 


party, then I think [the number 
of parties] will come down to 
four or five, not more than 
that. 

What will happen then is that 
we will have a very strong ор. 
position in parliament. With- 
out a strong opposition you 
can't have democracy. 


Do you foresee a whole new 
political-party situation after 
martial law is lifted, with new 
parties emerging to take over 
from the exi ones? 

I don’t know how it’s going 
to shape . . . of the existing poli- 
tical parties, the Awami 
League is still factionalised. 
One group is extremely leftist, 
another is centrist, another is 


BNP [Ba 
Party], as a whole is a right-of- 










jah |. Nationalist 





centre party, Actually the BNP 
was a conglomeration of vari- 
ous parties, and Gen? Zia was 
the father of the party. In the 
absence f Gen. Zia the party ` 
has broken into pieces. In our 
country, no political party on a 
religious basis can do much. 


How about the Jamaat Islami, 
a party based on religion which 
appears to have support, par- 
in the rural areas? 

Jamaat Islami is definitely a 
radical religious part} — I 
should say fundamengalist, But 
in our society, fundagnentalism 
is not very well accepted. We 
are a very religious-minded 
people, but if you say that to- 
morrow we will introduce Is- 
lamic law, where you cut off 
people's hands, it will just not 
be accepted. [Concerning the] 





Jamaat Islami [and] their 
philosophy or ideology, I have 
my own doubts. But they do 
have very devoted cadres who 
can also create some problems 


for this country. 


You have said you do not want 
to be a politician in uniform. 
Does this mean you do not 
want to have your own party 
eventually, and was this re- 
mark an indirect criticism of 
Zia, who had his own party 
while remaining an army gen- 
eral? 

Gen. Zia at the time did 


.what he thought right. You 


must understand that in a de- 
veloping nation. like. ours the 
army is a very big force. So if 
you have to have.the support of 
the army, you will probably 
have to be in uniform, and 
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probably he tried to do that and 
he was successful, He was with 
the army. He had our full sup- 
port. And then gradually he 
went into politics. That sort of 
thing f don't want to do. When 
I declared martial law, people 
thought I was going to do 
exactly what he did. I don't 
want to do that, because our 
people are a little different. 

If I think I should come to 
politics because of what I have 
done -9 if I want to see that it 
bears fruit — then probably I 
will have to be in power to see it 
through. How can I do it? [can 
do if Gen. Zia's way, by re- 
maining in the army and gradu- 
ally goigg into politics and ulti- 


down from it. My interest is 
quite clear: I want to keep a 
new system where the govern- 
ment machinery is effective, 
corruption is less and poor 
people do not suffer much. If I 
can achieve that, and if we are 
assured the future political pro- 
cess will support my policies, 
then I will be a very happy per- 
son to go out and lead a retired 
life. You know, we have been 
brought up in a different way as 
soldiers. 

It is a difficult job to run a 
country. It is a thankless job, 
and especially so in Bangladesh 
where whatever you do you 
will be criticised, good or bad. 
That is the worst part of it. The 


mately I will put in a good chief | people are very simple; they 


of staff who will also support 
me, and the army will support 
me. And also I [would] become 
the president or prime minis- 
ter. 

Another way is that after 


doing all this I retire from the 
army and I say: “OK, I will go 
for an election." And it will 
again be decided whether the 
presidential election: will be 
outside the parties, or whether 
the president has to have a 
party — something like that. 
Or I say I retire from the politi- 
cal scene and 1 have nothing to` 
do with it. There are the three 
courses open to me. Certainly I 
am not going to remain in the 
army and go into politics. The 
other two courses? ] have not 
yet decided. 


To use a cliche, isn't there a 
danger here that you will find 
yourself riding a tiger, and that 
you will not be able to get off 
whether you want to or not? 
You are very right. It is 
easier to ride a tiger than to get 


look for a chief to do something 
for them. If I can do something 
for them, that will be the great- 
est reward probably I think I 
will have. But whatever I do for 
the townspeople in this country 


a 
Zia; Bangladeshi villagers: a new bid to take democracy to the people. 





I don't think I will ever get a 
word of thanks. 


You have said that the army 
must be guaranteed a role in 
administering the country. 
What sort of role do you envis- 
age in the future? 

I have seen the ups and 
downs in this army. I have seen 
the mutinies, I have seen the 
killings. After 1 took over I 
said: “I assure you there will 
not Бе' апу mutiny.” How could 
I tell that? Because I wanted 
the army to feel that they are 
also part of the nation. If you 
can give the army the feeling 
that they are part of the whole 
thing, then there won't be any 
mutiny. All the time they have 
felt frustrated because they 
have been given the wrong 
treatment. They have been 


FAR EASTERN ECONOMIC REVIEW e DECEMBER 24, 1982 


told: "It's not your role; you 
stay in the barracks." 

In the British days, it was a 
colonial army. Nowadays it is 
part of society. You can't just 
tell them to stay in the barracks 
and forget about the whole 
country and let others do what 
they like. The army is the result 
of a political ideology. The 
army fought in 1971 for a politi- 
cal purpose, to bring [into exist- 
ence] a new country, Ban- 
gladesh, and, after fulfilling 
that, they say: *You just go 
back to the barracks and leave 
everything to us." It just 
cannot happen. 

That's why during these 12 
years there has been so much 
upheaval, so many people kill- 
ed and so many mutinies taking 
place, so many people hanged . 
. . [thought I would involve the 
army in a way that if something 
goes wrong in the country they 
will feel: “We supported it, we 


tried our best." And, if some- 
thing good happens, then they 
will feel happy, and there won't 
be any upheaval. 

All the time I say: “Help me 
to have a peaceful transfer of 
power.” If you cannot do it, 
you can never stop this happen- 
ing again and again. So far in 
our history there has been no 
peaceful transfer of power, I 
want to ensure a peaceful 
transfer of power to political 
parties, or [to] a pdfitical sys- 
tem. 

. 

One criticism of your regime is 
that you do not consult enough 
interested groups outside the 
army, or bureaucrats, before 
making decisions, some of 
which appear very arbitrary. 
Would you comment? 

The moment уой consult 


these people they know their 
vested interests are being 
harmed. They will never allow 
you to do it. So discussing these 
problems with them won't get 
you anywhere. Maybe I have 
taken some decisions arbitrar- 
ily, but not all of them. I have 
discussed with my colleagues, I 
have discussed with the people. 
Then you come to a decision. It 
may look arbitrary from the 
outside, because some people 
are disappointed [because] it is 
harming their interests. 

For example this [previous] 
policy of.nationalfsing indus- 
tries allge time when theres 
no management service, no 
skilled management. This has 
ruined the gountry’s economy. 
Even today the public sector is 
eating up all our resources 


What sort of political system do 
you plan to introduce when you 
lift martial law: a unicameral or 
bicameral parliament, a presi- 
dential or full parliamentary 
system? 

That I would like to ask the 
people. They should decide. I 
can give my own opinion, bute 
not a decision. I have seen 
Gen. Zia. During his five 
years, the country made a lot of 
progress because he had a dic- 
tatorial sort of power. Al- 
though there was a parliament, 
he had certain powers which no 
president in this country had 
before. Because of that he 
could really bulldoze things 
through, and the country made 
some progress. 

But at the same time, demo- 
cracy was not there in the true 
sense. Parliament did not have 
much power. In a way this is 
good for a developing nation; 
in a Way it is against democratic 
principles, So we might have to 
have some compromise, so the 
»resident has power but parlia- 
ment also has power. Parlia- 
ment is not a cipher. If we are 
to respect democracy, parlia- 
ment must have some power. 

Another way is that you just 
discard the presidential form of 
government and have a par- 
liamentary form of govern- 
ment. That, the people will de- 
cide. I feel that most Ban- 
gladeshis probably feel that 
way. But that will bring insta- 
bility in the government, and a 
developing nation like ours 
cannot afford instability. 
Therefore, the presidential 
form of government, with 
more power to parliament, is 
probably the answer at the mo- 
ment. 





Singapore gets tough with banks that skirt the rules 


The round-trip wire · 


By Anthony Rowley 
. Si re: The Monetary Authority of 
Singapore (MAS) has acted with remark- 
able toughness against a score of foreign 
and local banks accused of infringing 
bank-reserve, requirements and in effect 
shi&ing local currency outside the control 
оѓ the Singapore mony authorities, 
Around 20 banks have been “fined” 
| sums of up to S$1.2 million (US$558,139) 
` and a number of oth€rs have been sharply 
reprimanded. One French bank chief exe- 
cutive has been recalled to his head office 


` while a United States bank chief executive 


has reportedly been reassigned by his 


—head office. Meanwhile, the Corrupt 


-Practices Investigation Bureau (CPIB) 
has been asked by the MAS to look at al- 
- leged (but unspecified) corrupt practices 
involved. 
What the offending banks are accused 
of is a breach of MAS regulations or 
\ pee (rather than the Banking Act) 
y "round-tripping" Singapore-dollar de- 
posits in order to avoid local reserve re- 
uirements. By booking local-currency 
- deposits with their Hongkong branches, 
which then redeposit the money as an 
inter-bank deposit in Singapore, some 
banks are said to have been avoiding offi- 
cial reserve requirements on a major 


— scale. This increases the profitability of 


the transaction for the lending bank and 
allows it to offer more attractive rates to 
depositors. 

Ede foreign bankers in Singapore 
‘challenge the validity of the MAS action, 
claiming that it has failed to understand 
the true nature, of the transactions in- 
volved — or chooses not to do so. Re- 


` 


peated efforts by the. REVIEW to contact 


responsible officials at the MAS for clarifi- 
cation of the position met with a negative 
response. Involved bankers feel equally 
vexed at the failure of the MAS to clarify 
its position and suggest that its action will 
damage Singapore's reputation as an in- 
ternational banking centre. It remains un- 
clear, meanwhile, how much the MAS ac- 
tion is designed to cover a real abuse and 
stem the creeping internationalisation of 
the Singapore dollar or to shelter local 
banks from undue competition from 
foreign banks. 

The affair surfaced earlier this menth 
when it was reported in the local press that 
the French bank, Banque Nationale de 
Paris (BNP), was among a dozen foreign 
banks fined by the MAS for circumventing 
reserve requirements. The bank's manag- 
ing director in Singapore, Claude 
Blangero, who has been with the bank 
here for a number of years, was formerly 
on the Board of Commissioners of Cur- 


rency and is a permanent resident of Sin- 
gapore, has been recalled to BNP's Paris 
head office. A week or so later, the goy- 
ernment-guided newspaper, The Straits 
Times, published a front-page story claim- 
ing that around 20 banks had been fined 
and that “indications of graft in the form 
of kick-backs on financial deals” involving 
major banks in Singapore were being in- 
vestigated by the CPIB. It did not elabo- 
rate and the REVIEW could get no official 
confirmation of this claim or the nature of 
the alleged offences. 

The Straits Times, which clearly did 
have access to the MAS side of the story, 
said thdt the average fine imposed on 
banks was around $$500,000, with 
Citibank suffering the maximum penalty 
of S$1.2 million. The paper also implied 
that Citibank local chief executive Tom 





Singapore's banking area: too much innovation? 


Dunton’s reassignment to attend a man- 
agement development programme in the 
US shortly was cennected with the round- 
tripping affair. The REVIEW understands 
that Dunton will be back at his post in Sin- 
gapore within a few months, however. 
According to local reports, the MAS 
has repeatedly warned banks about cir- 
cumventing reserve requirements — the 
most recent warning coming in September 
this year. The authority has also written to 
certain foreign banks’ head offices com- 
plaining about alleged misbehaviour of 
their branch officers in Singapore. The al- 
legations appear to boil down to a charge 
of over-aggressiveness by certain banks in 
attracting local-dollar deposits. By defini- 
tion the majority of these are foreign 
banks, especially the more recent arrivals. 
They do not enjoy the relatively cheap ac- 
cess to local-currency deposits which local 


_banks with branch networks have. Such 


banks would normally be largely depen- 
dent on the inter-bank market — a thorn 
in the flesh of US banks in Hongkong, too. 





Just as foreign banks in Hongkong have 
used deposits from their parentebanks 
offshore to avoid local liquidity require- 
ments, banks in Singapore are alleged to 
have used an offshore device to boost their 
own local lending. By booking Singapore- 
dollar deposits to Hongkong — the natu- 
ral major booking centre of the region — 
the offending banks were able to re- 
deposit them in Singapor® without incur- 
ring the 26% reserve requirement which 
normally applies to non-bank onshore de- 
posits in Singapore. These reserves have 
to be lodged with the MAS in a range of 
securities, yielding on average below what 
the bank could expect if it on-lent the 
money to customers. 

The round-tripping exercise, which en- 
ables banks to re-lend 100% of a deposit, 

зав is obviously more ét 


tractive to the bank and enables it to com- 
pete more strongly against established local 
banks through the interest offered on round- 
tripped deposits. This practice became 
more prevalent after Singapore abolished 
exchange controls in 1978 and has become 
even more attractive since Hongkong 
abolished its withholding tax on foreign- 
currency deposits earlier this year. 


ingapore depositors have apparently 

been willing beneficiaries of such exer- 
cises and, according to local press reports, 
statutory boards and government com- 
panies in Singapore have been among 
those depositing Singapore dollars in 
banks' overseas branches. The Ministry of 
Finance has reportedly been asked to con- 
tact such "offenders" and instruct them to 
hold only those funds they need for essen- 
tials in overseas deposits. 

Official statistics do support the sugges- 
tion of a huge increase in round-tripping 
since exchange controls were relaxed. 
Local-dollar deposits booked in Hong- 
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kong and then returned would appear as a 
borrowing from Hongkong, and amounts 
due tó banks outside Singapore from local 
licensed banks rose from.S$3.77 billion to 
more than S$11 billion between 1977 and 
1981, with a huge surge towards the end of 
last year. This includes Singapore banks' 
local-dollar transactions through their 
Asian Currency Units (ACUs) — offshore 
departments — and is distinct from the 
US-doflar business that dominates ACU 
transactions. Banks' deposits from other 
banks in Singapore have meanwhile 
grown more modestly to around S$4 bil- 
lion "indicating limited dependence on the 
local mter-bank market. Balances held 
with tke MAS have grown even more 
modestly — to S$1.43 billion. 

~' Some foreign banks at the centre of the 
current dispute’ reject the idea that they 
‘have been exploiting the law or even MAS 
regulations. Likewise, they do not accept 
the charge that their actions are leading to 
an internationalisation of the Singapore 
dollar against the express wishes of the 
Singapore Government, which likes to 
keep a tight control over local money sup- 
ply and interest rates. Their argument is 
thay "external" Singapore dollars exist 
anyway through trade-related and invest- 
ment transactions and that the MAS has 
confused these with Singapore dollars de- 
posited offshore without an underlying 
commercial transaction. It has also failed 
to recognise the “fungibility of money,” as 
one banker put it — meaning that no 
single offshore deposit can necessarily be 
identified with a particular depositor. 
What counts is the totality of deposits held 
by one individual or concern. The MAS 
appears unimpressed by such argu- 
ments. 

Another concern. of the MAS, appa- 
rently, is the possibility of Singapore dol- 
lars booked offshore being on-lent to bor- 
rowers outside the republic. There has 
been a real incentive for regional borrow- 
ers — especially those in Australia where 
interest rates are at record high levels — to 
borrow in relatively low-interest ‘curren- 
cies such as the Singapore dollar and cover 
themselves forward on the exchange risk. 
Malaysia clamped down strongly last year 
against the attempts of banks to undertake 
syndicated lending in the Malaysian dollar 
for similar reasons. A 

At the same time as the MAS has been 
cracking down on foreign banks in one di- 
rection, it has been liberalising in another. 
It has been granting numerous new mer- 
chant-bank licences. The total is now near 
50. With these licences, foreign banks can 
lend unlimited amounts of Singapore dol- 
lars and use their ACUs (which Сап lend 
only up to S$30 million locally) as a rela- 
tively cheap source of inter-bank funding. 
Local banks do not like this, but itappears 
to be designed to spur greater competition. 
. “The MAS likes banks to be innovative," 
said one banker of this move. “But not too 
innovative," he added in a reference to 
round-tripping. | 
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INDUSTRY 


Ambition on wheel 


Whether the Malaysian market is big enough for a local 
car is unclear, but the government is push 


By Jeffrey Segal 

Kuala Lumpur: A favourite eame played 
here over the past couple of months has 
been trying to guess the likely name of the 
new made-in-Malaysia car. Animaf names 
are the most popular choices — names 
such as harimau (tiger), which suggests 
speed and power, or kancil (mouse-deer) 
for grace and responsiveness. Detractors, 
though, plump for less flattering alterna- 
tives such as kerbau — water buffalo. That 
hints at a solid but ponderous creature, 
functional but primitive-looking. 

No one yet has been unkind enough to 
suggest gajah puteh (white elephant) — 
but then no one outside a small circle in 
Malaysia and Japan is equipped with 
enough knowledge of the “national car" 

roject to make a judgment on its viabil- 
ity. Strict secrecy has cloaked the plan 
from the outset. Deputy Prime Minister 
Datuk Musa Hitam made the first official 
disclosure only at the end of October, 
after eight months of negotiations, but 
gave little away. Even the December 3 
signing here of the letter of intent between 
the state-owned Heavy Industries Corp. 
of Malaysia (Hicom) and Japan's Mit- 
subishi Group produced only the scantiest 
of details. 

The project involves a joint venture be- 
tween Hicom, Mitsubishi Corp. and Mit- 
subishi Motor Corp., with the initial 
M$180-million (US$76.3 million) paid-up* 
capital split 70% for the Malaysians and 
15% each for the Japanese partnérs. Total 
cost would be M$560 million, the balance 
of M$380 million coming from the Export- 
Import Bank of Japan and various com- 
mercial banks. The centrepiece of the 
scheme would be a body-stamping plant, 
the first in the country, to be situated at 
Shah Alam, an industrial zone west of 
Kuala Lumpur, A modern paint shop and* 
test track would also be built. 


4 i M" c е 
Malaysian саг азегфу: the game of the name. 


ng ahead 


Mitsubishi would provide technical as- 
sistance and, at least for the first few 
years, items such as engines and transmis- 
sions. Steel for the body plant would also 
be imported at first, though it could later 


be bought from Hicom's planned cold- 


rolling mill in Trengganu. Hicom chair- 
man Tan Sri Jamil Jan said recently that а 
feasibility study on the proposed 600,000- 
tonnes-a-year mill should be completed 


soon. А six-member Japanese consortium 
headed by Mitsui and Co. signed a letter 


of intent to construct the steel mill in 
November last year. 

Production of the Malaysian car itself 
should start in early 1986, according to 
Jamil. Plant capacity would be 80,000 


units a year in the first year, rising to 
120,000 by 1989. Actual output, however, 


would be kept to 20,000 cars in 1986 and a 
maximum $80,000 in the second phase. 
Two models would be produced — a four- 
door saloon in the first year, and a hatch- 
back version starting in 1988. Both would 
be front-wheel drive, and both would be 
powered by 1,300-cc. or 1,500-cc. engines. 
The project as à whole would employ 
some 3,000 people 

The announcement that Malaysia was 
to build its own car gained public acclaim 
here — particularly since it was made clear 
early on that Prime Minister Datuk Seri 
Mahathir Mohamad had been personally 
involved. Privately, though, individuals 
=~, ¢Specially Western businessmen and 
trade Officials — expressed doubts. Most 
of the doubts centre on whether the 
Malaysian market is big enough to support 
a home-grown motor industry. Car as- 
semblers here said that traditionally the 
minimum output level for a single-model 


plant with full local sourcing of compo- 


nénts was 200.000 units a year — the 
"golden 200." But Malaysian annual de- 
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mand comes ta barefy half that. New car 
registrations in Peninsular Malaysia in 
1981 reached a record 88,000, with à 
further 10,000 in the state of Sabah and a 
similar amount in Sarawak. 


ince both Hicom and the prime minis- 

ter have virtually ruled out exports, the 
viability of the car must depend on the 
growth of local demand between now and 
the late 1980s. Forecasts of growth rates 
vary. Hicom itself is banking on 8% a year 
over the next decade, while Malaysian 
components manufacturers are looking 
for an average 7% annually between now 
and 1987. Trade sources are less optimis- 
tic. Demand has dipped this year for the 
first time since 1975 and many dealers 
foresee a further drop in 1983. 

But the standard yardstick for measur- 
ing viability may not apply to the Malay- 
sian car. According to Jamil, the value of 
locally produced components in the first 
phase of production will be only 36% of 
the total. The body design, drawn up by a 
joint Japanese-Malaysian team, might be 
unique, but the car as a whole still will ef- 
fectively be a locally assembled version of 
a foreign make. “One day we will produce 
a totally Malaysian car," said Mahathir in 
an interview with Kuala Lumpur's Busi- 
ness Times, "but that is a long way off." 

The cost penalty of making even the 
body shells locally will be high. “It is not 
economically viable," Mahathir went on, 
"if we are looking for a cheaper domestic 
car or one which is comparable in price to 
imports." Governmert officials con- 
firmed that the project would need tariff 
barriers on rival makes to be at all com- 
petitive. The 15% duty on imported com- 
pletely knocked-down (CKD) packs for 
local assembly, imposed in the October 22 
budget, was "the beginning of the cost" 
that the nation had to bear, said Mahathir. 
Observers expect a year-by-year increase 
in the duty rate in successive budgets. 

The Malaysian Automotive Compo- 

nent Parts Manufacturers Association, in 
an unpublished paper which it plans to 
present to the government, suggests other 
protectionist measures which the au- 
thorities might adopt. Competing as- 
semblers might have to wait a minimum 





qualifying period before being allowed to 
change models, says the association, since 
the Hicom car will not be switching as 
rapidly as existing makes. Other manufac- 
turers might be required to source some 
components from Hicom, or рау duties on 
the equivalent imported parts to bring 
them up to the same cost. Mandatory 
local-content programmes might also be 
introduced to match the local content of 
the Malaysian car. 

But if Malaysians generally will have to 
pay more for less choice, Mitsubishi at 

. 





. First, it completes what one 
trade source called Mitsubishi's “strategic 
plan" for Asean. Mitsubishi already 
makes transmissions in the Philippines — 
some of which are used in CKD kits im- 
ported into Malaysia from Japan — plus 
wheel drums in Thailané and commercial- 
vehicle bodies in Indonesia. 

Secondly, for a capital outlay of only 
M$54 million, Mitsubishi will be grabbing 
a huge slice of a market where its share of 
sales is currently on the decline. At pre- 
sent, Mitsubishi cars are distribute! here 
by two outlets: United Cycle, which sells 
imported models such as the Colt, the 
Lancer F and the Galant 2000, and Cycle 
and Carriage (Malaysia), which sells the 
locally made Lancer, Galant 1600 and 
Tredia. These are assembled under con- 
tract at the Johor Baru plant of Kelang 
Pembena Kereta-Keretae which put to- 
gether 11,000 Mitsubishis in both 1980 and 
1981. 

Jamil says the Hicom-Mitsubishi car 
should take 60% of the Malaysian passen- 
ger-car market by 1990. In the past two 
years, by contrast, Mitsubishi has fallen 
from third place in the best-selling list to 
fifth with just 8% of the market. Mit- 
subishi has lost ground in particular to 
Toyota, the only one of the big names to 
have increased its sales this year. Toy®ta 


. has taken the top spot ahead of Nissan- 


Putting a spoke in 


Malaysia’s car-making plans could upset Asean’s 
complementation scheme and damage the industry regionwide 


By Guy Sacerdoti 

Manila: When the members of the Asean 
Chambers of Commerce and Industry 
(CCI) committee arrive in Manila on 
January 13 to discuss car complementa- 
tion, they will be anxious to hear from the 
Malaysians just what Prime Minister 
Datuk Seri Mahathir Mohamad's Malay- 
sian car is all abput. There is a very good 
chance that Kuala Lumpur's plans could 
sabotage efforts by Asean to institute its 
long-planned. complementation scheme. 
And in Manila, there are fears that 
Mahathir may have inadvertently played 
into the hands of the Japanese car manu- 
facturers, who have so far only reluctantly 
accepted the idea of complementation. 

If the Malaysian plan does stymie these 
hard-fought Asean agreements, it will be 
$xtremely difficult for Asean component 
producers to reach the economies of scale 
needed to compete with the Japanese im- 
ports. For the Philippines, with its own 
domestic-content programme well ad- 
Vanced, it is important to build markets 
beyond local demand. 

The key to Asean's complementation 
scheme for cars is the ability of an assem- 
bler to count an Asean-produced compo- 
деп! against the local-content require- 
ments laid down by the home govern- 


ment. For example, if a Manila assembler 
imports brake drums or fuel tanks from, 
say, Thailand, those parts can be calcu- 
lated as part of the 45% of the car's total 
value required to be sourced locally. The 
Asean agreement also calls for a reduction 
of 50% on import tariffs for parts purch- 
ased from other Asean countries. 

The worry is whether Kuala. Lumpur 
will allow its vehicle to be part of Asean's 
complementation scheme and whether its 
unique specification would automatically 
rule out imports of parts from other Asean 
manufacturers. “If the car uses transmis- 
sions, axles, engines and other materials 
used in other Mitsubishi cars in the region, 
then there will be no problem [with com- 
plementation]," said one local industry 
leader. “But if it is unique to Malaysia, 
then complementation becomes meaning- 
less." 

Government and industry leaders here 
see two major problems over the Malay- 
sian car. “The body is the very last item of 
à car to be made locally," said a corporate 
president. “You need high volume to 
amortise the dies, and Malaysia simply 
does not have the market for that . . . un- 
less they keep the model for 10 years." 
There is also protectionism. If the Malay- 
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Datsun in five of the 10 months covere 
sales reports so far. : 


The attitude to the Project of the other - 
Japanese car-makers themselves is seen as’ 


crucial. Observers draw a parallel with 
Hicomp’s plan to build motorcycle engines 
locally (REVIEW, June 4). Hicom origi- 
nally signed a lettgr.of intent with Yamaha 
in November last^year that would have 
given the Japanese company a monopoly 
position in the motorcyle-engine market 
in Malaysia. The proposal drew such 
strong criticism from rival manufacturers 
y that Hicom decided instead to negotiate 
separe agreements for separate. plants 
with «three different companies — 
Yamaha, Honda and Suzuki. Signific- 
апу, perhaps, Mahathir told parliament 
last month that Hicom’s 70% equity stake 
in the @ar project could possibly change. 


. 

A Nissan spokesman in Tokyo told the 
REVIEW that his company s first prior- 

ity was "to study what's really in the agree- 


ment” between Hicom and Mitsubishi. “If. 


the agreement stipulates that other mak- 
ers are excluded," he said, "it's of very 
great concern for us." Toyota had no com- 
ment to make, while Honda said it was 
also seeking “detailed information on the 
proposal." 

Car assembly here first got off the 
grind in 1967, when it was seen as a po- 
tential catalyst for spin-off industries, 
mainly components but also engineering 

















the “original-equipment market.” 


equipment from domestic suppliers. 


ported CKD packs. 


ing parts. 
nt magket. Assem- 
bly operations offered them an outlet for 





For the first couple of years, the govern- 
ment operated a mandatory local-content 
programme for the car industry, which 
made assemblers buy a gradually increas- 
ing percentage by weight of their original 


The local-content prográmme was soon 
overturned. though, mainly because of a 
feeling that the cost penalty was too high, 
and instead the authorities introduced a 
CKD deletion system. That way, опе ог 
more manufacturers would bé licensed to 
produce a particular component for the 
original-equipment market, and that com- 
ponent would then be deleted from im- 










The government also decided that no 
additional assembly plants would be set up 
over and above those already approved, 
and that only replacement models would 
be allowed. New makes and models would 
no longer be sanctioned. But the process 
of fragmentation in the assembly sector is 
already well advanced. There are eight 
existing passenger car plants — three in 
Shah Alam, two each in the Kuala Lum- 
pur arca and Johor Baru, and one in 
Kuching, Sarawak — and two more have 
been approved. The eight produce al- 
together 20 different makes, $9 basic 


































онан ПО "The 
future depends largely оп whether the 
Hicom car will use new or existing plants. 


The components industry, meanwhile, 
has beeh slow to develop. By 1979, only 





four items had been deleted from CKDe 


packs, representing only 10% of the aver- 
age car's value. Three years later, the total 
has reached 11%, but these still make up 
only 18% by cost. The agreement between 
Mitsubishi and Hicom is seen by observers 
as One aspect of a rigorous new policy on 
the motor industry. In addition to impos- 
ing import duties on CKD kits, the gov- 
ernment has sharply increased road tax for 


cars with bigger engine capacities, raised ' 


import duties on completely built-up 


units, quadrupled road tax “ог company _ 


cars and doubleépmiles tax. The govern- 


ment is also freezing import permits for - 


completely built-up cars. 


patience with Asean economic schemes in 
general, ministers here argue that the 
Malaysian car project could still operate 
within the guidelines of regional com- 


between the project and Asean's compo- 
nents-exchange scheme. Mahathir says 
the Hicom-Mitsubishi plan opens up the 
"possibility of complementation" with 
other Asean countries. "We are not ex- 
pecting to produce all the parts-for the 
Malaysian car: if possible, we would like 





"C " 


DMG production line before the switch: a threat from within Asean. 





sian Government is going to absorb 60% 
of the peninsular market, sufficient com- 
ponent imports will have to be taxed at 
such a rate as to make the Malaysian vehi- 
cle competitive. 

One theory, proffered here is that 
Mahathir is taking his Look-East policy. 
too literally. Although the Japanese are 


the ones involved in'the state-owned. 


Heavy Industries Corp. of Malaysia's ven- 
ture, it may be the South Koreans (who 
are launching a locally produced small car 
on the world market) whom the Malaysian 
leader is trying to emulate. 

A few years back Asean initiated dis- 
cussions on the construction of an “Asean 
car" but a sober analysis of that made it a 
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non-starter. Sources say the Japanese Au- 
tomotive Federation was staunchly 
against helping Asean put its own car to- 
gether. But Philippine negotiators within 
the Asean forum say the main idea was to 


scare the Japanese into agreeing to brand 


complementation. This has more rele- 
vance to Asean and entails component 
production for Japanese brands divided 
among Asean countries. 

This, already accepted among a number 
of producers, has led to some local specu- 
lation that the Malaysian car body, which 
was shown to Mahathir under extremely 
tight security, is actually a Mitsubishi 
model which will enter the market anyway 


‘in 1986. If that is the case, then transmis- 


sions produced in Manila or engines (in 
train) in Indonesia could complement the 
Malaysian-built body. If not, Malaysia 
could be left behind on Asean’s com- 
plementation programme. 


hilippine vehicle assemblers are more 

concerned about the Malaysian car than 
most because of their own local-content 
and complementation scheme, which dur- 
ing the past nine years has brought the in- 
dustry ahead of its Asean compatriots. 
Called the Progressive Car Manufacturing 
Programming (PCMP), it has sharply cut 
back the number of licensed assemblers 
from more than 30 to five and has, since 
coming into force in 1973, boosted compo- 
nent manufactures to a point at which they 
now account for nearly 45% of the value 
of the vehicle. (The local-content require- 
ment is scheduled to increase to 55% next 
year and 60% in 1984.) 

The top four local producers all have 
major production facilities. Canlubang 
Automotive Resources Corp. (Carco), as- 
sembling Mitsubishi and currently the in- 
dustry leader, makes transmissions for its 
cars and light commercial vehicles. Finan- 
cially beleaguered Delta Motor Corp., the 
Toyota assembler which has just com- 
pleted an equity restructing, has an engine 
plant. Ford Philippines Inc., Ford's local 
wholly owned subsidiary, operates а 
stamping facility, while General Motors 
Philipinas Inc., a wholly foreign joint ven- 
ture between General Motors of the Unit- 


ed States and Isuzu Motors Ltd of Japan, , 


also produces transmissions. The fifth 
PCMP member, DMG Inc., has recently 
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While Malaysia has made clear its im- _ 
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creasing, with October's figures (down an 
estimated 7-8% in real terms) particularly 

gloomy. An official survey in October 
showed that manufacturers in general ex- 
pected? a stagnant final quarter. Mean- 
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It would be a great pity if the Asean con- | 


sensus so admirably achieved in the politi- 
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. cord that is bound to arise on economic i 


sues. It would be a great pity if these coun- 
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nence by their rapid economic develop- 
ment and successful export expansion pur- 
suing outward-oriented, economically ra- 
tional trading strategies. should now turn 
their backs on that formula and become 
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If this is the wrong path to economic co- 
operation in Asean, is there a right one? 
There аге certainly better ones; though it 
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that interest-group pressures will succeed 
in egtending the lifetime of preferential 
protection. The sequenced global liberali- 
sation of the agross-the-board formula 
provides the assurancé needed by produc- 
ers of continued preferential access, but 
reduces the risk of indefinite “temporary” 
protection, prodding local producers to 
become gradually more competitive vis a 
vis outside sources. 

Pefhaps most useful in this formula is 
the link between the sequenced global 
liberalisation, and reduction in non-tariff 
bagriers of industrial countries, in particu- 
lar the MFA. As much as possible, Asean 
shoul use its potential opening up to ex- 
portees of industrial (and other) countries 
as a bargaining chip to receive quid pro 
quo reductions in the most egregious pro- 
tection barriers of industrial countries. 
This should not be done at the expense of 
other developing countries. Ideally such a 
negotiating counter would be greater the 
larger the grouping, but a 
cohesive developing 
countries’ bloc is de- 
cidedly not on for the 
foreseeable (and per- 
haps even the unseeable) 
future. 

In contrast, Asean is 
cohesive, is recognised as 
a bloc, and can build 
upon the diplomatic re- 
spectability it has at- 
tained to exercise its 
strengths on such an 
economic issue. Paren- 
thetically, it is worth not- 
ing that an expanded 
Asean, along the lines of 
the Pacific Community 
concept, would of course 
enhance the productivity 
of successful negotiation 
against the MFA. But 
serving the broader com- 
munity of developing 
countries as front-line combatants against 
MFA-like barriers should not be the prin- 
cipal reason for Asean to pursue eventual 
global liberalisation. Its own interests are 
also well served by this quid pro quo, on 
the one hand providing stimulus to local ef- 
ficiency through gradually increased com- 
petition from outside, and on the other giv- 
ing expanded opportunities for exports of 
traditional standardised manufactured 
g00ds to industrial-country markets. That 
this would have the greatest impact for the 
least advanced members, particularly In- 
donesia, is all to the good, as across-the- 
board preferential liberalisation is likely to 
be viewed with greatest doubt by the less 
advanced parts of Asean. For them, com- 
plementation has the (mercantilist) appeal 
of assuring some portion of the new pro- 
duction; the alternative gives no such 
black-and-white assurance no matter the 
truth of the dictum “everyone by definition 
has a comparative advantage in some- 
thing.” That subsequent phases of the 
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programme can lead to opening of indus- 
trial-country markets should go some way 
to raising the political appeal of the across- 
the-board formula, 

Is such a phased liberalisation politi- 
cally feasible given the diverse economic 
conditions of the member countries? This 
really depends on the interest of Singa- 
pore, and the willingness of Indonesia to 
go along. Indonesia, as the weakest link in 
the Asean economy, is least likely to see 
immediate benefits from such liberalisa- 
tion, though it is by no means inevitable 
that Indonesia will have no increases in ex- 
ports and “suffer” only increased imports. 


he first consideration is to continue 

insisting that gains from trade are not to 
be measured in such a mercantilist equa- 
tion. Indeed, discussions of details should 
not go ahead until a basic consensus is 
achieved that the efficiency-competitive- 
ness benefits of trade liberalisation are 





paramount, and that these cannot be mea- 
sured in advance and*allocated among 
members even with the best econometric 
model. 

In the worst case, some concessions 
may need to be made, but even then these 
should be for short periods and the con- 
cessions should not be in the form of as- 
sured production of any product. Rather, 
the concessions might be in delayed reduc- 
tions of Indonesian tariffs, or extra prefer- 
ences for Indonesian exports. But these 
sorts of concessions should be considerfd 
only as a last resort, because even moder- 
ate concessions risk debasing the-prefe- 
rential liberalisation to a game of “who 
gets how much," and then of course the 
next member in line (the Philippines?) is 
likely to demand some degree of special 
treatment, and then the next, in no way 
different from the faulted economic co- 
operation procedure now being pursued. 

Singapore's advanced status and its &- 
sentially free-trade policy makes its posi- 


tion something of a problem. Singapore 
would certainly gain by having preferome 
tial access to the rest of Asean, but can no 
longer offer reciprocity. What it can offer 
instead is leadership, expertise. and 
perhaps the bulk of financing in organising 
an Asean export promotion “infrastruc- 
ture,” consisting of financial institutions, 
trade representative offices, export mar- 
keting firms, associations, journals, etc. 
Beyond this, Singapore's particular quid 
pro quo to Asean might be to provide the 
weaker partners with the concessions they 
may require to carry them through the 
early phases of gee process. ? 

If it becomes impossible to convince 
weaker members, and Indonesia espe- 
cially, that a liberalised trading agreement 
is a positive sum game, the across-the- 
board approach may not be feasible. The 
best alternative then would be for the indi- 
vidual countries to undertake some 
liberalisation separately, more rapidly for 
the more advanced members. It would be 
a mistake to argue that since agreement 
cannot be reached across the board, 
Asean should at least try some coopera- 
tion where agreement is possible, such as 
the current motor-vehicles complementa- 
tion scheme. It is already evident that the 
complementation approach is not likely to 
be more widely adopted, and thank good- 
ness too, for this is a very costly and ineffi- 
cient method of regional integration. 

As between the across-the-board for- 
mula and individual liberalisation, the 
choice should be in favour of the former if 
it can be implemented without undue con- 
cessions to short-term mercantilist de- 
mands. Its advantages are: 

» Individual liberalisation may weaken 
the cohesiveness of Asean as a political 
bloc, though the apparent non sequitur of 
Singapore's free-trade regime belies this. 

» Some individual members may be 
more willing to start the global liberalisa- 
tion process only under the cover of pre- 
ceding Asean preferences. 

» The strength of the global liberalisa- 
tion bargaining counter against the MFA 
is, of course, stronger for Asean as a group 
than for individual members. 

If, however, one cannot be assured that 
the across-the-board formula will be pur- 
sued resolutely and no watering down will 
occur, the recommendation should be to 
let Asean be only what it now is, a success- 
ful, useful political group, and leave the 
members to follow their own trade 
policies. 

To plagiarise a story of Singapore's UN 
Ambassador Tommy Koh, if we beseech 

. ^ 

egeavenly advice on whether such а for- 
mula for Asean will work, the answer 
from the mercantilist deity would be, cor- 
rectly: “Not in my time!" But past trade 
policy of individual Asean members has 
not, by developing country standards, 
tended to worship this god, rather a god of 
freer, more open economies. From this 
source, the response is more likely to be: 
“Туу it, but only if you do it right." 
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Asia's entry into the space age was 
with the first satellites going up after 
.mericans had already pulled off the 
ly more sophisticated feat of put- 
rst man on the moon (1969), and 
after the Soviets had astounded the 
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C M Japan, | 
Mohan Ram in New Delhi, 
— Manggi Habir in Jakarta 
and Brian Robins in Sydney 
seeing. independence in this field. as im- 
portant to the national interest. Neverthe- 
































| less, the promise of nationwide TV broad- 


casting has yet to be fulfilled, whereas In- 


“donesia, by buying an American system 


off the shelf, was able to get started in 
1976. . — 

Clearly, if it were a question. of im- 
‘mediate economic returns, Asia's leading: 
space programmes could be considered 
wastefiff. But there are wider motivations 


‘involved: In each case, strategic consider- 
“ations and national pride loom large. In- 
terestingly enough, even as India pushes | 


ahead with ambitious space Projects 


f hile Abia is still re- inventing basic 

space technology, the industrialised 
countries.are pushing ahead with a grow- 
ing harvest of. commercial and military 
benefits from space. The Americans have 


men and material into space with the space 
shuttle, a vehicle combining a rocket with 
.a:winged aircraft that can be. used re- 


on their way to developing a permanent 
space station in which men and equipment 


in: | still ahead of Asia in Several key areas, are 








; Pakistan has set up 
-with tentative plans fora ‘military-Sirveil- 















can be maintained for very long periodsin.| 
orbit. The Soviet Union is also thought to |. 
E ending more money on space than. 
any other state, though its technology gen-- 
„erally. lags behind that of. the United 
States. . 
‘Well behind the two supespowers, but. 








its own programmi, 








lance and communications satellite. >. 
Outside these nations are the majority: 
of Asian states with no space programmes 
of their. own. They have, by and large; 
piggy-backed into:the space age b$ mak. 
ing use of the. opportunities offased. by. 
Western and Soviet advqpces. Although. | 
Indonesia is exceptional i ingoingtotheexe 
tent of buying its own communications 
network, most other Asian states are plugs 
ged into global. systems of communica- 
tions, ..weather.and other satellites. In. 
today's world no.country can really afford. 
atellite communi; 
cations has taken over as the main avenue: 
through which. international telephone; 
telex and other messages are routed. <> 
Banks, big business and government Qê. 
pend on it to transfer funds and instruc- - 


































| tions. (А communications satellite, basi- ~ 


cally, is а station. in the sky which relays: 
signals back and forth from the earth. Its. 
long reach makes it “insensitive” to dis-: 
tance.) By. 1990, a. network of satellites: 
around. the; world could handle up.to. . 
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s the Ariane Buher, built rough al: 


multinational cs and. а serious conten- |: 


130,000 керо" calls simultaneously. 
Manyeships find their positions with the 
help of satellites and, increasingly, de- 
pend on them, teo, for communications 
with the land. TV broadcasts via satellite 
have increasingly become a fact of life in 
Asia, as elsewhere in the world. 

Such services from satellites are gener- 
ally available to all at affordable prices. 
Just t every Asian state has been 
plugged into one or more network, though 
China, Japan and India clearly want to go 
beyond making use of someone else's 
hardware by making their own. And even 
the developing states have voiced increas- 
ing coftcern over their lack of technologi- 
calin ndence and the monopoly of the 
space, literally ever their heads, by the 
major powers. 


Ui its sixth five-year plan (1980-85), 
India is spending an average of US$70.3 
million а year on space. The sum is modest 
compared with Japanese Government 
spending in this field, which came to 
US$424 million in 1981. Chinese spending 
is thought to be at least as much, if not 
more. The Japanese and Chinese budgets 
arg, in fact, on a par with that of the lead- 
ing West European space power, France, 
which last year spent US$459 million on its 
space activities. But such expenditure still 
seems moderate compared to that of the 
US. In fiscal 1983, which began on Oc- 
tober 1, US Government spending on 
space activities, both for military and civi- 
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lian purposes, is projected to reach 
US$14.7 billion. 

It was not until February 1970 that the 
first Asian satellite was launched into 
orbit by the University of Tokyg. Two 
months later the Chinese followed with 
their first such launch. The first Indian 
satellite was lifted into orbit by a Soviet 
launcher in 1975 and last year, India made 
its first launching using a home-made roc- 
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ket. To those who argue that Asia is doing 
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nothing new in space, the standasd'* 


counter from supporters of the space ef- 
fort is that the learning experience cannot 
be quantified in terms of money. Such 
supporters also point out that, in fact, 
Asia has been able to get into space on the 
cheap, by acquiring at comparatively low 
cost basic technologies that took the space 


pioneers much effort and expense to deve- ` 


lop. 

The Japanese programme is à case in 
point. The country's N-series launchers 
are based on the Thor/Delta а workho 
rocket made by Donnell Douglas of 


the US. Assembly of the N-series laun- __ 
chers is carried out under technology- . 
transfer agreements,end with the help of — 


experts from the US company, and there 
has never been a rocket failure in the 
launch programme of Japan's National 
Space Development Agency. With the ex- 
pertise they have acquired, the Japanese 
are going on to develop а more powerful 
launcher of their own. Such comparatively 
cheap short-cuts to space are also a feature 
of the Indian programme, which has bene- 
fited from Soviet, as well as Western ex- 
perience. Among other things, the Soviets 
launched three Indian satellites — in 1975, 
1979 and 1981 — at no cost to New Delhi. 

Do-it-yourself efforts aside, Asian 
states have benefited from international 
programmes to tap the benefits of k ата 
technology. The most important of these 
is the Washington-based International 
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with a level of below US$3 billion just a 
decade ago. Typically the same manufac- 
turers make bóth military and civilian 
hardware, and the cross-fertilisation be- 
tween the two has benefited the American 
space effort as a whole. Indeed, Western 
Europeans have complained that Ame- 
rican. companies have an unfair edge 
because federal funds have made pos- 
sible their massive research program- 
mes. 

The Americans are behind state-of- 
the-art satellites. For example, Hughes 
Aircraft Co., the world leader in satellite 
building, is making a communications 
satellite, the US$100-million Intelsat VI, 
which can handle 37,000 telephone calls 
and four TV channels simultaneously. The 
satellite is powered by solar energy. cap- 
tured by its 19,000 solar cells and con- 
verted directly into electricity. 


he US$10 billion space-shuttle pro- 

gramme — the fleet could expand to 
five craft by the mid-1980s — is run in close 
coordination between the military and the 
National Aeronautics and Space Adminis- 
tration. The soldiers are pressing for a big- 
ger role. Indeed, the administration of US 
President Ronald Reagan has said that 
military payloads should get higher prior- 
ity on the shuttle than commercial ones — 
a policy that has sparked criticism from 
some quarters which feel that the em- 
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phasis should be on the commercial 
exploitation of space. 

Although the Soviet programme is veil- 
ed in secrecy, analysts in Washington be- 
lieve that Moscow is running up a bill of 
roughly US$18 billion annually. This com- 
pares with projected US. Government 
spending of US$14.7 billion in fiscal 1983, 
which began on October 1. In 1981, the 
Soviets launched 98 space missions, carry- 
ing 126 payloads (with some missions 
transporting more than оће payload). The 
Americans had 18 missions during the 
year. The Soviet satellites launched in 
1981 had uses ranging from earth-re- 
sources photography and weather fore- 
casting to military communications. 

According to sources in Washington. 
the Soviets are developing a monster roc- 
ket, capable of lifting a 485,000-Ib load 
into orbit. This booster, they say, may be 
used to launch a new heavy space station, 
in which 12-20 cosmonauts could be based? 
To ferry men and material from the space 
station, the Soviets are experimenting 
with their own version of a space shuttle, 
the.sources say. The most recent Soviet 
space station, Salyut 7, was home to two 
cosmonants who spent a record-breaking 
211 days in it before returning to earth on 
December 10. 

While the superpowers divide their 
energies between military and civiliaff 
goals, Western Europe has carved a niche 


for itself by pooling its efforts and concen- 
trating on key civilian areas. Of these, the 
most important is the business of tossing 
satellites aloft. More than 1,250 opera- 
tional satellites are now in orbit, and more 
than 200 commercial satellites — plus hun- 
dreds of military ones — are expected to 
join them in the next decade. Western 
Europe hopes to doa lot of the tossing with 
the Ariane, developed at a cost of US$1.6 
billion by the ll-member, Paris-based 
European Space Agency. 


Ariane is an example of the right pro- _ 


duct at the right time, but its development 
has been marred by launch failures which 
could frighten away customers. Although 
the space shuttle, a competitor. is a 
cheaper vehicle for the job, it is for all 
practicable purposes fully booked for 
some time ahead with military and civilian 
cargo. If the shuttle fleet expands, how- 
ever, the competition will hot up. Ariane's 
other rival in the non-communist world is 
the McDonnell Douglas Thor/Delta roc- 
t. 
ів? costs more, however. to use the 
Thor/Delta (about US$30 million to lift 
one satellite compared to Ariane's US$25 
million or so). But whercas the American 
launcher is a well-proven vehicle, its Euro- 
pean rival has had a troubled history: two 
out of five launchings so far have ended in 
failure, including the latest launching in 
September. — CHEAH CHENG HYE 
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eral. prospecting. Four Landsat 

es are in orbit, providing facilities 
led by any other system. For exam- 
iailand has used data from Landsat 
flooding patterns, 

ed it to complete a 


y. Such services. 
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- | frumpy substitutes for the titanium and 
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"ps Western-domi 


| bro e 
| ing from complex electronics and optic 


e | materials fabrication and тапарепї 


Not surprisingly, Third World coun 


along the equator are claiming the € SO 


above their territories. 

» Allocation of radio frequencies. Such 
frequencies are allocated on a first come, 
first served basis, and since the гайре suit- 
able. for satellite 
limited, Third World states feel the fre- 
quencies are another scarce resource 
monopolised by advanced countries. ; 

» Remote sensing. and uncontrolled 
TV broadcasting. Satellites such as Land- 
sat іспоге’ пайопа! boundaries as their 


; electrogjc eyes scan the earth, while the 


new generation of broadcast satellites can 


relay TV рор, шеш into homes | 


By Edith Terry — . 
New York: Unlike India; China has shun- 


пей foreign assistance in the more than 20 


years it has been patching together a space 
industry. China's home-made rocket en- 
gines use stainless steel and aluminium, 


more esoteric alloys that line the rocket 


| tubes of Westerif rockets. Rocket boost-: | 


transmission is 


~ massiv multi-faceted systems cre E 


space activities b 
nion each exceed 


there is continu 
coüntry can re 


consumer electronics. Seen in this light; 


| the leading Asian space programmes must 


be perceived for the big, risky enterprise 
they are — with the final balance-sh 
yet to be written: tesi 


za military goal - 


obj eative of a 24-hour flyover observation’ 


of the Soviet Union and other possible-ag- 
gressors and targets. 
The overwhelming military slant of 
1 pace effort has meant, indeed, an. 


e past few ul 


* | ers, satellites and control equipment are | i 


-| manually produced, rolling slowly off pro- 


or the Inmarsat system began 


vember Lin Singapore. Meanwhile, 


duction lines at the rate of one or two units 


That independence has created a d ag 


| on Chinese research and development in 


technology. But it has als 
the. discretion. to guid 





Centuries of tradition in art and technology 
left their mark on today's Italian products. 
Functional engineering, performance, safety 


and road holding are nicely blended with arti- 
stic styling to create the new concept of cars. 


Alfa Romeo continues in true Italian tradition. 
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SINGAPORE - Alfa Romeo Far East Representative Office 
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Winning technology. From the start. 











- In Singapore, 
the Way they were 





...Is the way we are. 
Century Park s 


Sh to Sheraton, you are constantly 
eraton reminded that the gracious 
living of the turn-of-the-century is never far away. 


You sense it everywhere. 


In the luxurious appointments, relaxed 
atmosphere of restaurants and bars . . . in the 
peaceful setting that makes you wonder if you 
are really in the shopping and entertainment 
heart of Singapore. You'l like the way we ere. 


Century Park Sheraton * 
Singapore 


Where style surrounds you. 
Nassim Hill, Singapore 1025, 

Tel: 7379677 

Télex: CPHSIN RS21817 & RS33545 
Operated by: 

ANA HOTELS INTERNATIONAL 


























WWF Kojo Tanaka BCL 


The 
Giant Panda 
needs your help , 
tO survive 


QNCE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money – your money 

Please send contributions to the WWF 
National Organisation tn your country or direct te 
WWE International, 1196 Gland, 


Pq Switzerland. 
е, 
WWF, 
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is in the first stages not only of deployin 
an operational force of ICBMs but also of 
mastering both solid-fuel and liquid-hy- 
drogen technology for rocket engines — 
and, with the 1980 [CBM launch, may 
have ¢ested the military version of a craft 
comparable with the European Space 
Agency's Arianeocket. 

China's most recent launch, in mid-Sep- 
tember, was among the longest — and 
most-publicised — military reconnais- 
sance missions undertaken by the 
Chinese. The chief engineer of China’s 
Minis@y of Space Industry, Sun Jiadong, 
noted that the recovery task — an ejected 
sex with photographic capsules was 

ught down five days after the launch on 
September 14 — was “much more dif- 
ficult” shan for the US and Soviet Union. 

Analysts believe that, in addition to the 
ICBM faunch in 1980, China may already 
have sent up or of its Ariane-type roc- 
kets, the Long March 3, with the multi- 
satellite launch in 1981. The Chinese boast 
that the Long March3, which has a liquid- 
hydrogen upper stage, gives them а 
technological edge over the Soviets — 
who tried and failed to develop liquid-hy- 
drogen technology 15 years ago. Ques- 
tions of the launch vehicle aside, the test 
flight demonstrated that China is well on 
the way to developing multiple-re-entry 
velficles — a tremendous asset to its small 
nuclear-missile force, which has been seri- 
ously limited by lack of táctical accuracy of 
the estimated 50 limited-range ICBMs 
which make up the larger part of the 
arsenal. 

Another breakthrough, this time in 
solid-fuel rocket technology, essential to 
the missile programme, came in early Oc- 
tober, as a Chinese Han-class nuclear sub- 
marine or one of its Golf-class Soviet-de- 
signed vessels (it is not clear which was 
used) launched a ballistic missile with 
proportions similar to those of the first 
stage of an American Minuteman missile. 
Analysts put its range at about 900 nauti- 
cal miles. That may herald the dawn of a 
submarine-launched nuclear-strike force 
that China has been experimenting with 
since 1964. China's military objectives 
have so dominated its space effort that one 
Washington analyst describes its civilian- 
use spin-offs in telecommunications and 
scientific research as “incidental.” 


Mies criteria have clearly taken pre- 
cedence in the development of launch 
vehicles and satellite deployment over the 
past 12 years — if not much longer. Seven 
centuries ago a Chinese treatise described 
an early rocket as the “thunder which 
shakes heaven.” That missile, an iron pot 
which sprayed fire over a half-acre, was a 
seta ancestor of China’s mainstay 
launch vehicle, the Titan 2-class Fengbo 
(Storm) 1, which has carried out as поди аѕ 
eight of China's 1O'experimental satellite 
launches to date. It doubles as the princi- 
pal weapon in China's nuclear arsenal, a 
surface-to-surface, — storable-propellant, 
full-range ICBM, with a range of 6-7,500 
miles. 

China's: first satellite, а battery-pow- 
ered craft, cheerfully tootled The East is 
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Red during its week in orbit in April 1970. 
It also carried the heaviest payload, at 173 
kgs, of any of the pioneeringSpace flights 
— and clearly served to test delivery 
capabilities of China's late-1960s basic 
ICBM model. Deficiencies in miniaturisa- 
tion technology affected China's warhead 
design as much as giving its satellites à 
touch of elephantiasis. Analyst Bohdan 
Szuprowicz notes that the first satellite 
was heavier than the combined payloads 
of first space satellites launched by the 
US, the Soviet Union, France and Japan. 

Developing the capability for military 
reconnaissance and observation has been 
another primary objective of China's 
satellite programme. Of the 12 satellites 
that China has orbited successfully, four 
have been recovered with photographic 
capsules, from flights in 1975, 1976, 1978 
and the 1982 mission. Orbital inclinations 
— the degree of slant to the plane of the 
equator — of the four recovered craft of 
between 57° and 63° are similar to those 
used by the US and Soviets for military re- 
connaissance. The pitch of the craft allows 
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Chinese engineers testing a satellite: a long, slow march. 


repeated fly-overs of narrow strips of ter- 
ritory. 

Now, according to Rand Corp.'s Pol- 
lack, China’s investment in terms of en- 
gineering manpower in strategic weapons 
and the allied — satellite-communica- 
tions programme is substantial. That 
was apparent during tours of Chinese 
space establishments by scientists from 
the West and Japan, who were invited to 
China in 1979 by the Chinese Academy of 
Sciences and Society of Astronautics. 
Among the groups making the trip was 
one from the American Institute of 
Aeronautics and Astronautics (AIAA ). 

"We were, in fact, surprised at the ad- 
vanced state of development in several 
technological areas based on work con- 
ducted in China in the past two or three 
years," the AIAA group concluded in its 
trip report. Observing that in microwave, 
solid-state , devices and techniques 
Chinese research was on a par with work 


е 
going on in the US, the report cherac- 
terised the general state ofe China's 
technology as “anything front zero to 15 
years" behind the state of the art in the* 
US, and even slightly ahead in some 1۲٥۹ھ‎ 


Ww: more funding, and perhaps better 
resource allocation and greater inter- 
change with their Western counterparts, 
the Chinese could probably move even 
faster. National Aeronautics and Space 
Administration (Nasa) expert Pete Smith, 
who toured Chinese space sites in 1979 
with a US Government team, finds 
China's rate of progress in launches and 
satellite tests at odds with its apparent re- 
search and productive capabilities. “We 
saw enough facilities for the construction 
and test design ӨТ satellites and launch 
vehicles to support considerably more ас- 
tivity than 12 satellites since 1970," Smith 


says. 

But the likelihood that China will invite 
foreign friends in to help with its space ef- 
fort the way it has with its offshore-oil 
programme is small. Three years ago, in 





the initial bloom of Sino-American rela- 
tions following diplomatic normalisation, 
Nasa signed an agreement with then vice- 
premier Fang Yi to sell а communications 
satellite and a ground station to process 
and map earth-resources data broadcast 
from the American Landsat satellite. The 
well-reported, US$200 million deal that 
mêlê be in the making sent major US 
aerospace companies including r 
Aircraft, RCA, General Electric Co. and 
Ford Aerospace into a competitive rush to 
Pekiag — until December 1980, when a 
tee Chinese cable informed Nasa ad- 
ministrator Robert Frosch that the deal 
was off until Peking solved its cash-flow 
problems. Two years later, Peking still has 
not made, up its mind about either the 
communications satellite — which the US 
insisted would be delivered in orbit — or 
the Landsat station, though of all com- 
mercial prospects the US$8-10 million 
earth station is the most likely to be 
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Pentago because of po- 
lications | when the 


de actively for 15-20 earth sta- 


. to. develop. a telecommuünications | 


stem for its offshore-oil bases, largely 

its own output of such. stations 
factories. in Nanjing an 

hough technically adequate, is t 


weet the need of companies th “he 


jut on. both satellite and Much dini, 
Chinese аге claarly intent on going 
ey are so confident that they can 
запаре an operational space programme 
hat, engineer Sun told fellow space 
*chnocrats at a United Nations confer- 
nce on space in early August that China 
uld be prepared to lend its Long March 
uncher services to other nations within 

w years. It seems almost certain that 

a will use one and probably both the 
gHz satellite-communications slots it 
led with the International Frequency 
oard for made-in-China craft, For all the 
епсіеѕ that continue to hamper their 
gramme, the Chinese can claim. to 
lifted themselves by their bootstraps 


ог source of na- 
aroused: con- 
g^ whether the 





ambitious goals of catching up with thee 


titors by the end of the century. But E 


tin the space race. Unless there is formed a 


much stronger national commitment to i 


ternational competitiveness — as wellasa | 
| political consensus on any expanded role |. 
for Japanese defence — Japan will con- 
| tinue to trail the West and the Soviet 


Union. 

More than any other industry, space isa 
mix of the primitive (huge engines 
generating. tonnes. of thrust) and. the 
sophisticated: (minuscule 
keeping а billion-dollar machine оп 
course). This marriage of the weightlifter 
and the ballerina has been consummated 
only by the Americans and the Soviets. 
Japan.is probably third behind them in 
satellite development апа technology 
generally, perhaps even ahead in some of 
the eléctronic innards for the artificial 
moons and in such subsystems as antennae 


{о track them. But between the latest 


bomb, was exploded in 1974), would turn 


India into a full-fledged nuclear power, al- 


beit à modest one. But indications are that 
India does not intend to introduce such 
weaponry into its arsenal, at least for now. 

In practice, India's efforts boil down to 


making use of satellite systems to improve. 


a- | and expand the country's communica- 


rely repeated tests pour out тшен 
earlier by more advanced countries. 
, But New Delhi cle 


efforts: it says its programme. has b 
geared towards. non- 


tions, weather forecasting and exploration 
of raw materials, as well as other areas in 
which space technology is superior to 
other methods. Progress has been fastest 
in learning how to build satellites. and the 
earth stations to relay sign: 


ge 
'17-tonne launc 


the American 


gyroscopes 


à Ere se 
| founded in 1 


nese compa 

. Industries 
arima Heavy Industries 
. Motor Co., now make 
d gear. (MHI has 60- 
70% of the. 1siness.) Although the trio 
has gained wide respect for its heavy 
equipment, ships and cars respectively, . 
even thei £ d 


since 1970 (the. 


гропей by a typh 


made rockets. Only one of 12 sate tes 
and launch vehicles between 197 

1981 had all-J apanese comp 

made components in the ot 

from 11-84%, Which b 


ASLV) wilt, be developed by 19 
launching 150-kg. satell 

Over 1974-79, spending 
тоште aime to Rs- 


Pind P ү 85). The 

garded by planners in New Delhi. 
ticularly high: for comparison, spending 
on education over 1980-85 is expected to 
come to Rs 25.2 billion, and o on ealth Rs 
18.2 billion. 








“Space industre to its Rubicon. The di- 
lemma is this: to reach across-the-board 
, competitiveness, the industry needs big- 
ger rockets, able to propel heavier, more 
sophisticated payloads and requiring 
more advanced auxiliary technology. But 
bigger rockets are intrinsically dual-pur- 

pose. The same vehicle that launches a 10- 

tonne space shuttle can be used to send up 

Something with a more clearly defined 

‘military application. (The distinction is 

becoming an increasingly fine one. The 

guidance system needed to put a satellite 
in orbit is the same for an intercontinental 
ballistic missile. One reason the Japanese 
want to put up their own mini-version of 
the space shuttle in the 1990s — a proposal 
ET SS SE SE 
made), including the Apple, an Indian- 
made experimental communications craft 
taken into space in 1981 by the European 
Ariane rocket. 

_. The failure has seriously set back the 
broadcasting and communications plans. 
India may have to turn to the multi-na- 
tional Intelsat network of communica- 
tions satellites to fill in gaps in its tele- 
phone system for the time being. It may 
also hurry the launching of the next Insat 
— the 1B — which, at present, is not sche- 
duled to go into orbit until July 1983. 
While Insat 1B and possibly a third craft 
will still be American-built, the Indians 
plan to make subsequent Insats. 

Already, they have made themselves 
the ground stations and associated gear 
needed to link up with such spacecraft. 
India is particularly anxious to pave the 
way for nationwide TV broadcasting. New 
Delhi sees TV as an especially effective 
medium for reaching out across the vast 
expanses of country, particularly since the 
literacy level is low. The system also pro- 
mises to improve the communications net- 
work and beam back useful meteorologi- 
cal information. For example, Insat 1A, 

` during its brief life, provided early warn- 
ing of a cyclone. 

An immediate beneficiary of the space 
programme has been the country's indus- 
trial complex. The technological spin-off 
is already evident in such areas as preci- 
sion engineering, materials fabrication, 
electronics and chemicals. 
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whose future is questionable because of 
costs — is because the administration of 
President Ronald Reagan seems bent on 
using the US space shuttle more and more 
for military purposes.) 

From its inception, Japan's space pro- 
gramme has been intended solely for civi- 
lian use, with both commercial and scien- 
tific applications. The Diet, or parlia- 
ment, passed in 1969 a space-policy 
guideline, still in effect; which forbids 
military applications. Now some members 
of the ruling Liberal Democratic Party 
(LDP) want to reviéw the guideline. 
"There is an allergy in Japan against the 
military use of satellites, but by gaining co- 
operation from the people we have a plan 
to launch an. information/intelligence 
satellite," says Asao Mihara, an LDP 
lower-house member: *Plans are proceed- 


ing for this satellite to conduct some self 


defence functions." 


piu Japanese are also developing the 
H-1 rocket, which will be a major im- 
provement on their present N-series laun- 
chers. H-1 prototypes should be ready for 
test missions from 1986. The three-stage 
launcher is designed to lift a geostationary 
satellite weighing about 550 kgs — à capa- 
city already described by critics as in- 
adequate, since the latest satellites tend to 
be much heavier. In any case, Japan is 
aiming for as much self-sufficiency as pos- 
sible, and it plans to spend most of the 
development funds for the rocket on 
homemade hardware: 

Currently, the Science and Technology 
Agency and a government advisory com- 
mittee on space development are reassess- 
ingJapan's long-term policies. Besides the 
issue of possible military use of space pro- 
duction, thev will wrestle with whether 
Japan should persist in its present self-suf- 
ficient approach to space development or 
whether more соорфа(їоп with overseas 
governments and enterprises is war- 
ranted. The advisory group estimated las? 
year that by the middle of the next decade, 
Japan's space industry will have a total 
turnover of US$4.5 billion, nearly 10 
times its present value. Government out- 
lays for space were ¥105 billion (US$424 
million) in 1981 and Y 108 billion this year, 
with roughly 15% of spending going for 


n 


wm 
scientific and academic ii e. 
the Institute of Space and Asironautical | 
Science. These include such projects as û | 
satellite to photograph Halley's Comet | 
when it next passes the earth in 1986. 
rest of the money goes for comme 
satellites in such fields as communications 
and broadcasting. 

Although some 70 companies make 
products related to space, six hog three- 
quarters of the market. Besides the three 
heavy-indüstrial companies engaged in 
rocket production, they include Mit- 
subishi Electric Corp., Nippon Electric 
Co. and Toshiba Corp. So fàr. the pr 
market has been small for the major firms 
involved with it. Less than 1% of Mit- 
subishi Electric's total sales comes from | 
space-related ducts. Of ТНГ total | 
sales of nearly ¥800 billion, only ¥15-20 
billion are accounted for by space, and of | 
Nissan's ¥3.2 trillion in revenues, ¥1.2 
billion, or 0.4%, are space-related. “We | 
would like to see the level go up to several ` 
percent of Nissan's sales," says Kazuo - 
Shibata, general manager of Nissan's 
aeronautical and space division. 


1 
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Т" comparatively small size of the gov- | 
ernment's space budget and the likeli- 
hood of only small annual increases in ap- | 
propriations have caused the space indus- | 
try to seek wider markets. Yoshihide | 
Hiraiwa, senior manager of Mitsubishi’ i 
Electric's space-electronics marketing di | 
vision, estimates total Japanese invest- : 
ment in space at only 4% that of the 
US National Aeronautics and Space Ad- | 
ministration, and 2%: if American mili- | 
tary investment is included. Like other 
space company-officials, he would like tò 
expand exports, but Hiraiwa points out. 
that “we are supplied technology from the 
US under the condition that we do not ex- 
port it to foreign countries [other than to | 
the US]." Japan does export space pro- 
ducts developed on its own, such as 
ground-station antennae. and transpon- 
ders for other nations' satellites. 

It is not vet clear whether Japanese 
companies will be able to export more 
space-related equipment any time soon. 
Part of the answer depends on whether 
they will renew licensed production con- 
tracts with US firms when they expire. 
Moreover, Tokyo pal 3 policy 
prohibits the export of any military equip- 
ment, though there are signs that the po- 
licy may someday be relaxed. Domesti- 
cally, the market is growing for communis 
cations and broadcasting satellites. The 
main factor is greater interest in satellites 
by Nippon Telephone and Telegraph Pub- 
lic Corp. (NTT), the public telephone 
company. Until early this year NTT refied 
on gatellites only in emergencies or for 


ewansmission to remote islands off Japan. 


Now the agency's emphasis has changed 
to more general use of satellites and one of 
its most important engineers has been as- 
signed tg a team to increase the capability 
of larger transmission satellites. 

That strategy is already the focus of de- 
bate among those who favour satellites 
and proponents of fibre-optics technol- 
ogy, which transmits messages with light 
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the Indonesian system 
a. A programme =+ was 
1976, it. was nevertheless a 


i. Crities said it would drasti- 


technology. and. was too costly: the two 


. satellites that were needed came at US$27 


° | million for the pair and a further US$26 


hnological factors. 


ed if Japan can catch up in space 


lopment with the US, the Soviet 
and Western Europe by the 21st 
ntury, Nissan's Shibata said: “As long as 
nese politicians have such intentions, 
not арар to make them come 


y: Plans for a domestic: communi- 
ns satellite system in Australia аге 


dio have company; Hughes. Air- 
has won the tender to build the satel- 


proposed. sy tem involves. three 
ellites — two. aloft, with the third à 


are to be kept on, the ground: until | 


eded. The cost of Fouling the satellites, 


million: was.required to launch them into 
geostationary orbit over . Indonesia. 
Ground stations also had to be built to 
relay signals to and from the satellites. 
Forty such stations were built, each cost- 
ing; roughly US$1. million, spread over 26 
provincial capitals and. 14 strategic points. 
In addition the satellites have to be re- 
placed. egy seven to eight years, and in- 


been mentioned. These could cost around 
A$1,000 each. 

Negotiations. are under way, with Mi- 
tsubishi Australia for the construction of 
the eight major ground stations. Both the 
stations and the satellites will be owned by 
Aussat Pty Ltd, а company which will be 
51% controlled by the federal government 
with the remaining equity held by private 


-corporations, insfitutions or. individuals. 


The governfnent hopes this company will 
ultimately be listed: 


A special government, task force studied 
the usefulness of a satellite system i in 1977- | 
78, and strongly endorsed its int oduction. . 

-A wide range. of uses, were, identified, . 


ranging.from communications and health 
science. and defene 

the bulk of its pop 
along the coastal frin 


tern region of the 


trillion for agric 


"PE d 
Ш. for two new ones 
e launched next 


d working, к 
са. Overnight, i 
irectly any jor 
coverage Went 
chnological al- | 


was superior, and it wasa 
sense that additional ground stations 
could be added. tọ areas that needed 10 
be. reached as: economic development 
gathered pace. Communications, which 
the satellite programme cores under, is a. 
priority sector.for 
expenditure for. the 41982-83 fiscal у 
(which started in April) i is Rps 1.3 trillion 
(US$1.9. billion) for: education, Rps: 
Ишге and Rps 1 trilion ` 
for communications out of a total d clop: 
ment expenditure of Rps 8.6 trillic 

The Palapa A system took two years to 
build. The. tw elites — one was a 
back-up — we y Hughes Aircraft 
Co. The ground stations were also Ameri- 
can-built. Each. of atellites is equip- 
ped with 12 transpo $— devices which. ` 
receive. incoming signals, ampli 
convert them о. һе: right fregi 
relay them to the ground via the: satellite's 
antenna. Each transponder can accommo- 


lang and Jakarta. 
But for tl 





akarta. Development . D 





Palapa B: Asean coverage 


е 
areas would highlight the difference be- 
tween city and rural life, thus accelerating 
migration to the cities. 
tarting in 1979, the Philippines, fol- 

lowed by Malaysia and Thailand, leased 
capacity on the back-up satellite for their 
domestic needs. Charges run at 
US$693,000 a transponder per year. The 
Philippines leased one-and-a-half trans- 
ponders, while the other two states took 
one each. Regional TV broadcasts have 
been limited to two sports tournaments 
because of standing agreements with In- 
telsat, which has a monopoly on interna- 
tional communications via satellite. But 
an Asean-wide telecommunications net- 
work is within the capacity of the Indone- 
sian system — and Intelsat approval may 
be forthcoming because it would not pose 
a serious threat to the Intelsat network. 

Indonesia is paying US$74.5 million for 
the pair of Palapa B satellites. This makes 
them considerably more expensive than 
the A version — but they are more sophis- 
ticated, have twice the number of trans- 
ponders each and a longer life (eight years 
as opposed to seven). But helping to cu- 
shion the expenses will be financing from 
the United States Exim Bank and the con- 
siderably reduced cost of sending them 
into orbit. Using the US space shuttle, the 
launch cost will come to US$18 million, 
USSS8 million less than Indonesia paid pre- 
viously. Being designed for repeated use, 
the space shuttle has cut down the per-unit 
cost of launching satellites considerably. 
Further, the Indonesians can now build 
ground stations themselves, though a con- 
siderable portion of the components 
would still have to be imported. Seventy- 
five additional ground stations are plan- 
ned, each costing an estimated US$1.4 
million. Шш 
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Wharfage for Worid 


World International (Holdings) Ltd, the 
Hongkong-based publicly quoted flag- 
ship of Sir Yue-kong Pao, reported un- 
audited interim profits after tax for the 
six months to Sept. 30 of HK$235.8 mil- 
lion (US$36 million). This marks an 
8.8% increase over last year’s net in- 
terim of HK$215 million. The results 
were generally in line with market ex- 
pectations. Brokers said that World’s 
45% stake in Hongkong and Kowloon 
Wharf had cushioned it from the current 
depression in shipping. In this respect, 
the contribution of associated com- 
panies in the first half was HK$105.7 mil- 
lion (HK$77.3 million previously), while 
operating profit — primarily earnings 
from shipping — was HK$145.1 million 


(HK$147.4 million previously). The 


Good news is no news 
The Australian media group, The 
Herald and Weekly Times Ltd boosted 
its net profit 3% to A$24.3 million 
(US$23.7 million) in the year te Sept. 30 
on group revenue which rose 20% to 
A$363.7 million during the year. How- 
ever, the slight profit rise masked a sec- 
ond-half downturn, when earnings slip- 

d 8%. Income-tax charges drifted 

ack to A$15.3 million, down from 
A$15.9 million a year ago, while the de- 
preciation provision edged ahead to 
A$3.8 million, compared with A$3.5 
million previously. 

The group's interest bill jumped to 
AS6.5 million, well up from the former 
level of A$3 million. There were extra- 
ordinary profits of A$3.7 million. Direc- 
tors previously declared a final dividend 
of 11.25 A cents a share, taking the an- 
nual payout to 18.75 cents, up one cent. 

— BRIAN ROBINS 


Undermined by debt 


Mainly due to high financing charges on 
its debts, the net loss of Marinduque 
Mining and Industrial Corp. of the 
Philippines widened to P1.3 billion 
(US$144.44 million) їп January-Sep- 
tember this year from P898 million in 
the same period last year. Loan interest 
payments alone ate up some P900 mil- 
lion of its gross revenue of P 1.3 billiop; 
revenue was depressed by the prolonged 
slump in the market for its main product, 
nickel, which was in turn only slightly 
offset by a modest improvement in the 
market for its secondary copper, gold? 
silver and cement products. 
Marinduque reported that the first 
stage of a programmed shift from oil to 
coal use in its nickel mining and refining 
operations was completed recently and 
the remaining two stages would become 


REVIEW understands that this figure 
does not include income derived from 
the sale of vessels. 

Below the line, extraordinary items 
were just HK$1.3 million (HK$125.9 
million previously), perhaps reflecting 
the reduced income from vessel sales in 
реви market conditions of oversup- 
У Tn the last interim report it was 
stated that eigh®vessels had been sold at 
a profit but this time no information was 
given. The interim dividend has been 
maintained at 4.5 HK cents per ordinary 
share, the same as last year but no fore- 
cast was made for the full year pay-out. 
Last year the total dividend paid for the 
year was 12 cents per ordinary share. 

— CHRISTOPHER WOOD 


operational in March next year. The 
programme, designed to reduce produc- 
tion costs, recently received assistance 
from a consortium of local and foreign 
banks in the form of a loan of US$30 mil- 
lion. Among those in the consortium 
were the Manila offshore banking units 
of Banque Indosuez and First National 
Bank of Boston. Marinduque did not say 
whether, with completion of the shift to 
cheaper coal, it expected to be in the 
black next year. — LEO GONZAGA 


Tobacco bums low 


Continually rising costs and sluggish 
sales meant that post-tax income at 
Malaysian Tobacco Co. (MTC), the 
country's principal cigarette manufac- 
turer, grew only 7% to M$52.6 million 
(US$22.4 million) in the year to Sept. 30, 
the smallest increase since 1978-79. With 
the recession starting to erode consumer 
spending, turnover posted a 10.2% rise 
to M$651.4 million, down from the pre- 
vious period's 12.7% growth. Directors 
of MTC, which is 6495 owned by British- 
American Tobacco, recommended а 
final dividend of 31.5 M cents gross on 
every 78 cents par-value share, giving a 
payout for the wbole period of 45 cents. 
Last year's total came to 62 cents, 
though a one-for*two bonus issue in first- 
half 1981-82 adjusted this to an effective 
41.3 cents. 

MTC chairman Alexander Christodo- 
lo forecast in October that increases in 
import and excise duties on tabacco in 
eke 1983 budget would depress sales over 
the next six to nine months. The growth 
rate in the company's earnings in the 
present financial year would again be 
lower than in the 12 months just passed, 
he said. MTC raised the retail prices of 
most of its brands by about 15% within 
two days of the Oct. 22 budget. 

— JEFFREY SEGAL 
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INVESTMENT 


The trading floor: problematic shortcut. 


Hesitant market-maker 


Thailand's finance minister is 


badly needed reform of the stoc 


` By Paisal Sricharatchanya 


. Bangkok: Despite optimism on the part 


of recently installed Stock Exchange of 
Thailand (SET) president Sirilak Rata- 


` makorn, there is growing uncertainty over 


› 
, 


whether much-needed legal amendments 


_ to pull the stockmarket out of its four-year 


‘slump will be effected in the near future, 
as earlier expected 


The latest gossip on the trading floor is 


` that Finance Minister Sommai Hoon- 
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trakul, chief executor of the laws govern- 
ing the stockmarket, may lack the political 
will or strength to push through the 
changes. The amendments are in the form 
ed royal decree which becomes 
effective immediately after approval by 
the Thai cabinet. The process is a shortcut 
through the normally time-consuming and 
кош: procedure of acquiring par- 
iamentary approval. 

Several stockmarket analysts believe 
that Sommai may prefer to leave the issue 
for the new government (the general elec- 
tion is tentatively scheduled for June 
1983) because of potential opposition 
from the current cabinet. "Since he was 
the founder of the stockmarket seven 
years ago, we are hoping hat the [finance] 
minister will muster enough courage to 
push through the vital changes before the 
present government's term is over. By so 
doing, his name will go down in history as 
a benefactor of the Thai capital market. 
But judging from the way things have 
been moving so slowly, the ргозресф is 
rather dim," commented one brokeragwe 
company executive. 

Since a royal decree to effect legal 
changes is normally justified only in ex- 
tremely urgent cases of ا‎ signifi- 
cance, Sommai may find it difficult to sell. 
the amendments to the cabinet at a time 
when it is likely, to be preoccupied with 
other matters. Perhaps more importantly, 
a number of influential people — ranging 


rtedly delaying a 
ark on 


from prominent businessmen to high- 
ranking government officials — who are 
currently being sued in court for disclaim- 
ing respemsibility for shares they placed 
orders for after the stockmarket tumbled 
in 1979 may put up a lobby to oppose the 
proposed amendments. 

A key aim of the proposed changes is to 
give a clear-cut legal definition of stock as 
a fungible asset — in other words, an asset 
which belongs to the purchaser even if he 
does not possess it physically or if it does 
not bear his name. Because of the rush 
with which the market was established in 
1975, such a definition was not clearly 
spelled out, but transactions were con- 
ducted all along on the understanding that 
stock is a fungible asset. 

It was not until the market crashed al- 
most four years ago that the problem sur- 
faced. The dispute later culminated in 
hundreds of court,cases, mostly involving 
brokers suing unscrupulous investors and 
speculators for disclaiming ownership of 
stocks they ordered. These actions are still 
pending in court. 


qo the proposed legal 
changes should not directly influence 
court deliberation of these cases since 
Thai law is normally not retroactive. 
Nonetheless, some defendants apparently 
bejieve that a clear-cut legal framework 
for stock transactions will not be in their 
favour given that the nature of the dispute 
to date is new to the Thai judicial system. 
The total worth of all the disputed cases 
Ras been estimated at about Baht 1 billion 
(US$43 million) (REVIEW, May 14). 
Apart from the question of fungibility, 
the proposed amendments are also aimed 
against insider trading and manipulation. 
Тре changes were originally envisaged in 
the form of a draft bill to amend the SET 
Act 1975 which was to have been tabled 
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both in 1981 and 1982, becayse of other 
more pressing legislative matters. 

As a result, Finance Ministry au- 
thorities prepared it in the form of a foyal 
decree. The draft decree is currently being 
considered by a stockfffarket advisory 
committee headed by Bank of Thailand 
governor Мики! Prachuabmoh. Under 
normal procedures, the finance minister 
will later table it for cabinet approval, but 
sceptics now believe he may not be pre- 
pared to push it through. H 

Without the amendments, no long-term 
improvement in the stockmarket is possi- 
ble. The dispute concerning fungibility 
has reduced trading to a strictly cash-set- 
tlement basis. Since the boom days in 
1978, when average daily turnover was 
Baht 232 million and the Book Clubtndex 
hit its pens of more than 22# points, prices 
have dropped steadily until they bottomed 
out early this year. · 

Compared to the Baht 10.2 million 
average daily turnover in 1981, the Baht 
23.9 million average daily turnover for the 
first 11 months of 1982 represents a consi- 
derable improvement, but this is still only 
about 10% of trading volume during the 
boorh. After bottoming out at around 90 
points in April, the Book Club Index rose 
gradually to close at more than 108 poinfs 
in mid-December. 

(The relatively high turnover in 1982 
was achieved partially because of a mini- 
boom in September when average daily 
turnover topped Baht 100 million. The 
mini-boom was created by a highly liquid 
money market, declining interest rates, a 
number of good company performances 
and a sudden influx of flight capital from 
Hongkong.) 

Because prices are still generally weak, 
the Finance Ministry has extended the re- 
demption period of the Krung Thai Fund 
by another year, to November 1983. Fol- 
lowing the 1979 crash, the state-run Krung 
Thai Bank set up the fund and purchased 
about Baht 1.7 billion worth of stocks 
from individual investors and securities 
companies, with ari option for them to buy 
back in three years. А few selected stocks 
— including Jalaprathan Cement and 
Charoong Thai Wire and Cable — were 
redeemed but the fund's extension was 
necessary because prices of most other 
stocks remain depressed and are below 
1979 levels. The amount of redemptions is 
not known but some sources put it at more 
than Baht 100 million. 

The four-year slump has not only 
blocked the stockmarket's aim of develop- 
ing a capital market for Thailand, it has 
also robbed the finance and securities in- 
dustry of some able administrators. Appa- 
rently fed up with the situation, at least 
two prominent personalities — Thanadee 
Sophonsiri and Sophon Vichitrakorn, 
both past presidents of the Thai Finance 
and Securities Association — háve now 
washed their hands of the business. The 
former has d the agriculture-based 
Charoen kkaphand conglomerate, 
while the latter has entered the iron and 
steel business. 
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Din economic uncertainties 
pushed back prices in regional 
stockmarkets in the period to Dec. 20. 
The one market to buck the trend was 
Bangkok. Sentiment was growing that 
some markets, including Hongkong and 
Singapore, were oversold. 


Hongkong 


` OnDec. 14 the Hang Seng Index closed at 
i; the three-year ' 


8O4,estanding 19% a 
low of 676 which the marRet had touched 


Д just eight trading days earlier. The re- 


covery, however, proved short-lived and 
- by Dec. 20 the index Was down to 754.12, 
- dropping 22.9 points over the period. The 
fall in prices occurred in declining turn- 
over — on the final day of the period vol- 
ите was just HK$98.6 million (US$15 
million). The brief rally was in part dissi- 
pated by Wall Street's guarded reaction to 
the latest discount-rate cut in the United 
States. But more important was the con- 
tinued flow of bad news surrounding cer- 
tain local property and finance com- 
panies. Although bulls are appearing at 



































Becline and fall 


present cheap levels, the cautious are 
wondering just when and where the bad 
news will end. 


Kuala Lumpur 


In a virtual re-run of the previous period's 
trading, the market edged forward hesit- 
antly, only to scuttle back to its starting 
point when the Dow Jones Index dipped 
below the 1,000 mark. Caution was the 
keynote as Frasers Industrial Index 
closed just 6.61 points lower at 2,523.41 
on a total turnover of 19.1 million shares. 
With most blue-chips out of the action, 
volume fell to a 19-week low of only 
M$49.3 million (US$21 million). 


Singapore 

The market again came under the influ- 
ence of Wall Street and showed a declin- 
ing trend. By the end of the period 
Fraser's Industrial Index had fallen 44.18 
points to 4,141.52 — giving up the gains of 
the previous period. The Straits Times In- 
dustrial Index meanwhile shed 7.59 points 
to 739.15. Trading was thin and dealing 








ху а . 
was cautious. Some analysts think the 
market is oversold and will enjoy a run-up 
before the end of the year. Official Mdi- 
cators of a relatively favourable growth 


and prices performance fy Singapore in 
1983 tend to support this cautiously bullish 
view. So too do current indications that 
next year's results from plantation stocks 
quoted in Singapore will not be as bad as 
feared, owing to the resilience palm-oil 
prices have shown in recent month de- 
spite the precipitous drop in rubber prices. 


Manila 


Volume for the period reached only 440 
million shares, worth P31.9 miglion 
(US$3.54 million) mainly because of 
block sales, mostly believed to be "win- 
dow-dressing" moves by sfbckbrokers to 
make their year-end financial statements 
look better. The biggest transaction was in 
the Ayala Group's commercial-banking 
arm, Bank of the Philippine Islands, 
which moved P20.2 million in one block. 


Tokyo 


Investors took a dim view of the increasing 
problems in international trade relations 
and the prospects of protectionism. The 
discount-rate cut in the United States lc 














DECEMBER 24, 1982 e FAR EASTERN ECONOMIC REVIEW 








706 
355 
690 
750 
965 3 
135 - 
599 п 
227 - HONGKONG 
ab ui EO тали A ge ig: a. {ONGKONG 
Pioneer 2120 *05 248 Maiayan Browones 458 -04 50 
Ricoh m +04 29 Malayan Tobacco 535 -15 a4 
Sanko Steamahuip 155 -31 5379 MMC 196 -30 a7 
‘Sankyo Pharm. 745 =- 208 MUI 334 = 13 
Sanwa Bank 500 = 27 Meta Box Singapore 27 +15 65 
Sekisin Pretab Homes 746 ^19 "5 MPH 183 -16 = 
Sharp 1160 7 307 National ron 735 -14 35 
Зено 1010 - 203 М Borneo Timbers 227 -28 32 
Sony 3620 -84 — 181 ocec 855 -06 10 
Sumitomo Bank 500 -05 200 Pan Electric 29 “35. 30 
Taisei Const. 233 -09 153 Peg Malaysia 257 -30 19 
р Takeda Chem. 865 -06 34 Shen 590 “21. 42 
y Tokio Marine and Fire 481 -22 285 | SmeDaty 202 -19 53 Hang Seng Index 
Dec. 16 7,828.92 Tokyo Elec Power 920 +44 206 Singapore Land 6.55 -64 оз 
Toray 357 +47 w Straits Stoamsnp 130 -23 21 i 
= УА TOG ES Куе 423 — -16 184 | Strats Times 638 - 17 Dec. 14 803.84 
dosed | т 30 .-03 153 Strats Trading $10 -10 . 4$ Dec. 15 802.89 
Dec. 20 7,858.04 Toyota Motor. 99 -ito 169 Tractors 452 -48 66 Dec. 16 772.86 
Change on week -0.35% Yamaha Motor e2 — -27 sas: | UntedEngeeers 122 и? 0? Dec. 17 757.73 
оов 376 -4 43 Dec. 20 ج‎ 754.12 
Unded Overseas | and 271 ns 22 P3 
Dec.20 "change Pie Wearne Bros 356 14 34 Changéonwesk с _ 2% 
Yer mem ram SINGAPORE 
Apnomoto 856 -00 215 
Bndgestone Tre 470 -33 65 ) Dec.20 change * 
C hon me -07 500 Fraser's Industrial Index НК ^ onwem yield 
Сара 57 „+55 4227 Associated Hotels 1.65 -135 120 
Canon 1210 +17 314 Atias ind. 192 138 on 
Саге Watch $5 — -15 me Dec. 14 4,212.08 Bank ot E A 1920 -15 зя 
Dai Nippon Printing ла +03 193 Оес. 15 4,184.10 Сатал 079 218 54 
Оаа House. 472 +02 36 Оес. 18 4,154.42 Cheung 705 -66 99 
Ebara Mfg 358 -30 163 Dec. 17 4,140.16 ChnaLigt Ex Orv. 1250 E 47 
Fus Photo Fam 1880 +05 144 PAM. Conc 148 +06 54 
Fugen ss -05 sa | 0ес.20 4,141.52 Edainv Suspended — ж 
Hewa Roa Estate s +02 вв | Change on week 71.0656 F E Contotum 064 oo т 
xo Í F E. Hotels 0.86 75 '0 
a1 Grana Marine 100 - во 
210 * Dec20 “change % Great Eagie 0.70 29. 211 
454 "m. 4 ss onweek yield G island Cement 1540 “з в 
161 515 = 126 Hang Lung Development 190 40 ad 
548 Boustead 172 -34 58 Hang Seng Bank $400 14 5. 
257 | C9 ө - - - MAECO 375 — "isl 
130 Сос Storage 446 -09 26 Henderson 0.92 -42 мі 
164 сас 310 Э 85 нк Бест 4428 -13 2t 
»e Dev Bank of Singapore 770 18 — 81 оаа Я HK асл Gas -1 
940 | ОшчорЁммез 500 -10 56 SINGAPORE & HK & K What p IE | 
171 Ouning Industnes. 380 -19 вз MALAYSIA HK Land 3625 -7.4 ne 
252 Fraser and Neave 690 -= 35 HK 55 Bank 740* -26 78 
284 Gentings 334 яз $2 AK &5 Hotels 18.50 +28 54 
436 Guinness 350 - 49 HK Reutty A" 320 = na 
= Harmauiny Ө ог “12, 61 HK Telephone 28 во л 50 











to momentary gains but these were not 
sustgined. General economic indicators 
continued to be discouraging. Blue chips 
advanced, retragted and then held firm. 
Pharmaceuticals held ground. The Nik- 
kei-Dow Jones. Average’ closed а! 
7,858.04, nearly level for the period. 
Turnover was low to moderate. 


kok 


AftePseveral weeks of selling pressure, in- 
vestors began to regain their confidence. 
The Book Club Index gained 2.78 points 
to glose at 108.63. Average daily turnover 
was Baht 24.4 million (US$1.1 million). 
The @ecovery in prices occurred despite 
pooreinnual results announced by hotel 
group Rama ower Corp., which proved 
to be discounted. Bargain hunting in 
counters whose price has fallen markedly 
in recent weeks was evident in the buying. 


Seoul 


The Seoul composite share-price index 
closed at 176.5, representing а small de- 
cline of 0.9 points over the period. Aver- 
age daily trading volume remained high at 
14.7 million shares due to brisk trading 
cgused by buying to cash in on year-end di- 
vidends. Analysts also noted extensive 
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year-end cross transactions among big 
dealers as profit-taking pressure -~ in- 
creased. Vehicle shares continued to fead 
other sectors with a gain of 11.3 points. 


Australia 


Prices on Australian sharemarkets eased 
throughout the period, with the -Austra- 
Паг» All-Ordinaries Index slipping 9.9 
points to close the period .at 470.6 
— its lowest level since mid-August. 
Analysts see little chance of a major im- 
provement, with.most big institutional in- 
vestors preferring Wall Stréet. Local share 
prices have also been pushed lower by 
consistent selling by overseas institutions. 
There has also been a welter of gloomy 
economic news as the recession worsens, 
setting the mood for further falls. Selling 
has been steady, but on low volumes — a 
trend expected to continue, The one sec- 
tor which has seen some solid gains is gold- 
mining stocks, where prices have been 
buoyed by the higher international gold 
price. 


New Zealand. 


The general upward trend of the previous 
period continued, with most leaders show- 
ing consistent gains. The rally is being in- 
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terpreted in two ways. The optimists see it 
as the end of the bear market. The more 
pragmatic view it as, more probably, a 
typical year-end rally. They also argue 
that it is too early for a turning point in a 
market which peaked out only last Feb- 
ruary. Nevertheless, bull points for the 
eventual turnaround are beginning to ap- 
pear. Interest , are under st®ong 
downward pressure and a significant dsop 
looks likely in the New Year. 


Taipei : 


П 


arresting à decline of five consecutive - 
weeks. Analysts said investors are begin- 


^ 
N 
The market fell during the first part of the — 
period but recovered slightly at the end, — 


ning to return in search of bargains. Buy- _ 
ing of low-priced textile issues was espe- | 


cially brisk. The average weighted price’ 
index declined seven points to close at 
439.54. The average volume traded 
jumped 30% to NT$520 million (US$12.9 
million). . К 
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Asia houses over half of mankind. Every day events are 
happening here that not only shape Asia's future but af- 
` fect the entire world. Asia 1983 Yearbook covers these 
events, compiles analyses and interprets them. No 
businessman can afford to ignore them. Nor can any 
. executive or scholar or anyone who has dealings with 
` Asia. Decide for yourself whether any other single 
- medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 24th Edition 

The Asia 1983 Yearbook, celebrating its 24th gnniver- 
sary, is bigger and more comprehensive than ever be- 
fore. Matching the rapid pace of Asian development, we 
have gone into greater detail, with deeper insight, to pro- 
duce a book that no person who has any dealings with 
Asia can afford to ignore. 


Features Ў i 
The Asia 1983 Yearbook includes two new chapters in 
the Special Section, namely ASEAN and Fishing. You 
. will find familiar chapters and features as well: a Re- 
gional Round-up, The Power Game, Population & Food, 
World Bank and Asian Development Bank, Asian Fi- 
nance, Asian Investment, Energy, Commodities, Avia- 
~ tion, Shipping, Trade & Aid, West Asia, Islam, South 
- Pacific and Asian Organisations. 
. The main body of the book contains chapters on 32 
~ countries. Each is divided into З sections: political and 
= social, foreign relations, economy and infrastructure 
ranging from Afghanistan through China, to Korea and 
Japan, down through,the Philippines to Australia and 
New Zealand, and then back to Pakistan via India, In- 
donesia, Singapore and Malaysia. _ 
As in the past, the Yearbook has an abundance of 
. charts, tables and graphics to illustrate the material, in- 
cluding a full military profile of every country. : 


xs 
Country-by-Country Analysis z 
Each country is discussed with up-to-date reviews on its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from Market Poten- 
tial and Population Trends to Foreign Aid Jnvolvements 
and Social and Cultural Landmarks. Each section has 
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give you Asia, · 
minus the mystery, 

minus the 
Asia 1983 Yearbook . | 






myth: : 


also been supplied with a set of vital statistics compiled 
against a master questionnaire provided'by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, every year, the REVIEW'S cor- 
respondents provide on-the-spot reports from every 
major Asian capital. From Islamabad to Tokyo, Peking 
to Canberra. And virtually every area of interest 
throughout Asia. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 24 years) to keep the Asia Yearbook pertinent. 
To give you Asia; minus the mystery. Minus the myth. To 
give you Asia as only the Far Eastern Economic Review 
can. 


Soft Cover: HK$110/US$16.95/£9.95/S/M$38.50 
Hard Cover: HK$130/US$19.95/£11.75/S/M$45.50 
For airmail delivery, please add: - HK$39/US$6/£3.50/S/M$13.50 
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To: Publication Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 
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Please rush me copy/copies of the Asia 1983 Yearbook as 
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indicated. | enclose a cheque/postal order for 


Asia 1983 Yearbook (Soft Cover) 

Price: HK$110/US$16.95/£9.95/5/M$38.50 each 
No. of copies O by surface 
Asia 1983 Yearbook (Hard Cover) 

Price: HK$130/US$19.95/£1 1.75/S/M$45.50 each 
No. of copies C by surface O by airmail* 
“For airmail delivery, please add — HK$39/USS$6/£3.50/S/M$13.50 
per copy 


LJ. by airmail* 
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olóurful semi-religious ceremonies 
have been staged in Thailand for cen- 
turies to ask the gods for rain. During 
this year's dry season in the north of the 
country, rockets were shot into the sky 
and female cats paraded about in an ef- 
fort to attract a downpour. But the 
Buddhist monks who preside over these 
ancient rites now want to incorporate 
chemicals into their home-made bam- 
boo rockets. Modern Thailand has a 
more scientific approach to rain-making, 
of vital importance to this mainly ag- 
ricultural gountry, and the monks do not 
evant to be left behind. They have been 
„ seeking advice ОЁ updating their 
methods from ‘the Royal Rain-Making 
Institute, set up at Kasetsart University 
on the outskirts ff Bangkok in 1975. 
Designed to alleviate Thailand's cruel 
droughts which annually destroy 
thousands of acres of crops and reduce 





The king anoints a rain-making aircraft: 
a personal crusade. 








farmers to poverty, the institute was the 
inspiration of King Bhumibol 
Adulyadej. Daily reports on rain-mak- 
ing operations are telexed to Chitralada 
Palace, where the king keeps a data bank 
on his country’s climatic trends, irriga- 
tion needs and infrastructure problems. 

The king’s keen interest in agricultural 
development expanded to gover 
climatology after a trip to the United 
States 20 years ago on which he was 
shown research experiments involving 
the spraying of clouds with chemicals to 
make snow. He decided that the Ameri- 
can techniques used to modify cold wea- 
ther could be adapted for use in tropical 
climates to make rain. It took 15 years to 
establish the institute. Scientists were 
sceptical and feasibility studies were 
lengthy. But today it has 230 employees 
and claims an 80% success rate. In- 
donesia, Malaysia and Sri Lanka have 
similar projects, but the Thai pro- 
gramme is regarded as the most ad- 
vanced. 

The institute’s director, Metha 
Rajatapiti, a Western-trained ag- 
ricultural scientist, says that his 
mobile teams of rain-makers con- 
centrate on areas where farmers 
have reported setious drought. “We 
s@rt early in the morning sending 
up a balloon with a radio transmit- 
ter which tells us the temperature 
and humidity at various levels,” he 
said. “These are read along with 
forecasts from our mobile weather 
radar. Then if the humidity is 
reasonably high and the wind not 
too strong we fly in to assist nature.” 

Sacks of powdered chemicals, in- 
cluding salt and dry ice, are emptied 
out of the aircraft at heights of up to 
10,000 ft to force the clouds to re- 
lease moisture. “We tried all kinds 
of sprays but the chemicals tend to 
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solidify at a height," said Metha. "Now 
we just pour them out by hand. Some- 
times there's only a little rain; it takes à 
high humidity to get a really good bul,” 
he said. “But we can usually produce 
something within a few hours. We con- 
tinue the operation until the farm- 
ers report that their crops have sûr- 
vived.” e 

One of the most challenging aspects is 
getting the rain to hit the right targets, 
especially near Thailand'f borders. Oc- 
casionally a frustrated team of rain-mak- 
ers creates a string of rainclouds only to 
find them scudding over into Laos or: 
Cambodia. A rain-making operation 
costs around US$3,000 а day and Metha 
said there is always a shortage of funds. 
The institute has to rely on Ministry of 
Agriculture aircraft which are not pres- 
surised — and so are not flown above 
10,000 ft — and can carry only small 
loads. The director hopes for an in- 
creased government budget and pres- 
surised aircraft which could fly higher, to 
where pressure and temperature are 
lower and there is more moisture. 

“Rainclouds naturally drop only 
about 10-20% of their water,” he 
explained. “Our chemicals force out 
about 40-50% of the rain. At freezing 
point we could get around 70%.” 
Metha’s men have worked in nearly 
every Thai province, conjuring up rain 
over the rubber plantations of the south, 
the maize and paddy fields in the centre 
and the north, and the orchards in the 
east. This year, during one of the longest 
droughts on record, the institute had 
twice as many teams out as usual. But 
though they claimed’ success in a few 
areas they could not cope. with the 
thousands of acres of browning, blister- 
ing fields. 

Metha blames the droughts on recent 
environmental changes. “Thailand 
never used to suffer such severe 
droughts but deforestation has left only a 
quarter of our forests standing,” he 
explained. “Trees maintain moisture in 
the soil and humidity in the atmosphere 
and create favourable conditions for 
rain. 

The institute’s methods have attracted 
inquiries from all over Asia. Metha was 
recently consulted by scientists from 
Bangladesh and Saudi Arabia, and Thai- 
land’s progress has stimulated regular 
Asean meetings on climatology. “The 
sceptics are gone today,” said Metha. 
"We're supported by the government 
and the farmers and we've even got the 
Buddhist monks joining in." 

— DELLA DENMAN 
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Picture the 
»ossibilities. Instantly 


м. 
Documentation has always 


been an important part of doing 
business. These days, however, 

more and more organizations rely 
on photographic documentation. 

After all, it clarifies and 
identifies. Substantiates and 
elucidates. Making communication 
easier, faster and more precise. 

And the possibilities are 
endless. 

With Polaroid instant 
photography, documenting work 
requires little time. And little 
effort. You can make high quality, 
durable records of practically 
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Polaroid 


anything from micro chips to bone 
chips in seconds. 
With minimal instruction and 


no specialised photographic training. 


Records in color. Or records 
in black and white with or without 
a negative. You can even make 
X-rays or overhead color 
transparencies. 

Take medicine. Whatever your 
diagnostic imaging requirement, we 
have films that make records 
quickly and conveniently. For 
attaching to a patient's permanent 
history, sending to referring 
physicians or using for publication. 


s the registered trademark of F жі Cor 


Or take science and industry. 
Whether you want to take closeups, 
pictures through a microscope or 
anything else, we have the right 
photographic systems and films. 

And when it cpmes to security 
and personnel identification, more 
than 25,000 businesses, government 
agencies and financial institutions 
come to us for systems that provide 


4 variety of instant photo 
MIS i ation cards. 


e Of course, these are just some 
of the things Polaroid make 
possible. To get the whole picture, 
contact your Polaroid representative. 


arbridge. Mass. USA 
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